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DEFINITIONS

	the Act
	means the Investments and Securities Act of 2007 and any amendment thereof

	
	

	Account
	means an account maintained by CSCS for a Participant or for a Participant’s client , and used for transactions in the Depository Service and the Settlement Service, as described in Rule 3 

	
	

	Applicant
	means an entity seeking to be admitted as a Participant in CSCS Systems

	
	

	Board of Directors
	means the Board of Directors of Central Securities Clearing System Plc


	Board Committee
	means the CSCS Standing Board Committee on Technical Matters

 

	Business Continuity Procedure
	means the processes and procedures a Participant puts in place for continuing operations in the occurrence of failure or prolonged down time at CSCS main office

	
	

	Business Day
	means a day that the CBN has designated a banking day for financial institutions  and on which CSCS does business as determined by the Nigerian Stock Exchange.

	
	

	CBN

Central Securities Account
	means the Central Bank of Nigeria
has the meaning given to it in Rule 3

	
	

	Client
	means any person to which a Participant provides services deriving from the CSCS System or Services


	CSCS 
	means Central Securities Clearing System Plc 

	
	

	the CSCS System
	means access to CSCS premises and its clearing and settlement functions

	
	

	Day
Dealing Member Firm


	means a calendar day

means a registered entity approved by the Securities and Exchange Commission as a Capital Market Operator and also licensed as a Stock Broking Firm by The Nigerian Stock Exchange or any other Exchange to transact in Securities on its trading floor

   

	Dematerialization
	means the process of converting certificated Securities into Uncertificated Securities, with electronic book entry at CSCS

	
	

	Defective Security

Delivery vs Payment (DvP)

	means a Security that is invalid, forged, counterfeit, improperly altered, or subject to any adverse claim or privilege or that contains an unauthorized signature or endorsement or lacks any necessary signature or endorsement or that cannot be effectively transferred or registered.
means the transfer of the security subject to the transfer of cash whereby the transfers are dependent on one another.


	Depository Service
Eligible Securities

Fungibility

Immobilization
	means the service made available by CSCS and described in Rule 7 by which CSCS holds Securities on behalf of Participants.
means uncertificated securities or immobilized securities which CSCS permits to be held within accounts in CSCS Depository.

means when the asset is mutuall   means the concept of mutual substitution of individual units of securities.
means placement of securities in a central securities depository so that subsequent transfers can be made by book entry at CSCS.


	Issuer
	means a legal entity that issues, registers and sells  eligible securities

	
	

	Legal Documents
	means the Rules, the Master Terms and the Participation Agreement.

	
	

	Master Terms 

Netting

NIBSS
	means the terms and conditions for participation in the CSCS as issued by the CSCS from time to time.

means the calculation of the net amount of cash (and securities) that a participant owes after looking at all buy and sell trades for that day.

means the Nigerian Inter Bank Settlement System a subsidiary of the Central Bank of Nigeria

	
	

	Nominee
NSE
	 means a person or firm who acts as the registered holder of securities or an interest in securities on behalf of other persons or firms
means the Nigerian Stock Exchange

	Participant
	means an individual and or corporate  entity/personality that holds in custody and administers securities or an interest in securities and that has been admitted as a Participant in accordance with the Rules and Master Terms of CSCS and where required, is registered by the Commission 

	
	

	Participation Agreement
	means the agreement executed between CSCS and the Participant stating general terms of participation in CSCS subject to the provisions of the Rules and Master Terms.

	
	

	Participant Loss
	means any loss, damage, cost, expense, liability or claim suffered or incurred by a Participant, which arises from or is in any way connected with a Service, other than a Loss of Securities.

	
	

	Pledge
	means a Trade involving either (i) a delivery of Securities as collateral subject to a security interest in such Securities, or (ii) a payment between Participants subject to repayment under the terms of an agreement between the Participants, in which the Securities or funds that are the subject of the Trade are delivered to the Collateral Account of the pledgee Participant and reflected in the Pledge Account of the pledgor Partici-pant. 

	
	

	Portfolio Statement
	means electronic printout showing investor’s holdings in the database of the CSCS

	
	

	Regulatory Body
	means any institution responsible for regulating and overseeing financial activities in Nigeria.


	
	

	Relevant Regulatory Body
Rematerialization                      

Reserved Lien Account                                  
	includes the Securities and Exchange Commission, the Nigerian Stock Exchange and the Central Bank of Nigeria.
means the process of converting securities held in book entry form at CSCS into physical certificates.
means a designated share Account where collateralized securities are held in the interest of the Lender and Borrower during the pendency of the Lien arrangement entered into by the aforementioned Parties

	
	

	Rule
	means any of the rules listed in Rule 1.2 adopted by CSCS to govern the Services, including all numbered divisions thereof, together with any amendments, additions, deletions or revisions thereto as may be in force from time to time.

	Schedule of Charges 

	means the list of charges to be paid by a Participant to the CSCS as issued by CSCS from time to time.


	SEC or Commission
SEC Rules 
	means the Securities and Exchange Commission established by the Investments and Securities Act of 2007
means the Securities and Exchange Commission Rules and Regulations,  as amended from time to time

	
	

	Security
	means a share, financial asset, security entitlement, participation or other interest in property, rights or an enterprise of an Issuer, or an obligation of an Issuer, or any right to acquire such a share, financial asset, security entitlement, participation, interest or obligation, of a type commonly dealt in upon securities exchanges or markets or commonly recognized as a medium for investment in any area in which it is issued or dealt in. A Security may be an uncertificated Security or may be evidenced by a Security certificate. 



	Securities Account
	means an Account to record Securities held by CSCS for the Participants or clients of the Participants (other than as the result of a Pledge).



	Services
	means the [list of services provided by CSCS] any reference to a Service includes all functions made available in respect of that Service.

	
	

	Signing Officer
	means an individual designated by a Participant to perform the act(s) of executing and endorsing documents on its behalf.


	Special Account
	has the meaning given to it in Rule 3


	Trade
	means a transaction involving Securities or payment or both, which is agreed to by Participants outside the Services, and which is to be settled through the Services, and includes the making of payment or the delivery of Securities or both, to effect a payment or a sale, purchase, loan, Pledge or other disposition of Securities.



	Trade Alert
	means a notification on shares transactions received by investors on their mobile phones or other devices emanating from an electronically driven device that monitors daily shares transaction on the floors of NSE or any other securities Trade point or Exchange


	Uncertificated Securities
	means Securities that are not evidenced by a certificate or written instrument and are transferable by Entry without a written instrument.


Rule 1 – Scope and Application
1. SCOPE AND APPLICATION

1.1. Application
The Rules are issued pursuant to the power granted to CSCS by the Investments and Securities Act and the SEC Rules and are binding on the CSCS, Participants and an issuer of Securities deposited in the CSCS depository and any other person as the CSCS may prescribe. The Rules are to be read in conjunction with:-
a) The Investments and Securities Act

b) The Rules and Regulations of the Securities and Exchange Commission

c) A Participation Agreement (where applicable) 

d) The Master Terms and Conditions 

1.2. Rules

The Rules that the Participant has agreed to be bound by pursuant to the Participation Agreement are as follows:-
Rule 1 

-
Scope and Application
Rule 2

-
Participation

Rule 3

-
Securities and Accounts


Rule 4

-
Operations


Rule 5

-
Clearing and Settlement 

Rule 6

-
Liability and Indemnity
Rule 7

-
Depository Services


Rule 8

-
Risk Management
Rule 9

-
Governance Arrangements
1.3. Content of Rules

The Rules shall include substantive provisions relating to:-
1.3.1. the legal relationships between CSCS and each Participant and between Participants;

1.3.2. the qualifications and standards for participation;

1.3.3. the process and criteria for the admission, suspension and termination of Participants;

1.3.4. a description of the structure of the Services;

1.3.5. the legal obligations and rights of CSCS and Participants arising from the use of the Services, including any indemnity;

1.3.6. the legal obligations and rights of CSCS and Participants relating to the clearing and settlement of transactions;

1.3.7. the granting of security interests to CSCS or to other Participants pursuant to the Rules, including a description of the collateral charged and the obligations secured;

1.3.8. the description of the risk control mechanisms including Collateral Pools and Insurance.
1.3.9. the process to be followed in the event of a Participant suspension or termination

1.3.10. the process for adopting and amending the Rules, and for prescribing and amending the Master Terms; and

1.3.11. the legal obligations and rights of CSCS and Participants relating to confidentiality and use of information.

1.4. Further Provisions

In addition to the provisions set out above, the Rules may include any other provisions that CSCS determines to be necessary or advisable. CSCS may periodically and at its sole discretion set out further details and requirements relating to the Rules, which shall be contained in the Master Terms and the Participation Agreement and shall be binding on Participants.

1.5. Rules Prevail

In the event of any conflict or inconsistency between the Rules and the Participation Agreement or Master Terms or any other agreement between the CSCS and Participants, the provisions of the Rules shall prevail.
Rule 2 – Participation
2. PARTICIPATION
2.1. Overview of Participation

CSCS has the responsibility for recommending entities to be admitted as Participants in CSCS. In evaluating eligibility for inclusion as a Participant, CSCS will take into consideration the applicant’s status as determined by a Relevant Regulatory Body.

2.2. Classes of Participants
Participants in CSCS may include the following:-

a) a bank duly licensed by the CBN;

b) a custodian of securities registered by the Commission;

c) a clearing corporation of a recognized Securities Exchange in Nigeria;

d) a stock broking firm registered by the Commission with a minimum paid up capital as prescribed by the Commission;

e) a non-‐banking finance company with a minimum paid up capital as prescribed by the Commission;
f) a registrar or share transfer agent registered by the Commission with a minimum paid up capital as prescribed by the Commission;
g) Individuals operating a Special Account with CSCS.
h) any other person or entity as the Commission may prescribe.
2.3. Eligibility Requirements
2.3.1. To be eligible to be accepted as or to remain a Participant, a person, with the exception of persons in clause 2.2.(f) and (g) above, shall satisfy the CSCS that it has fulfilled the requirements of the Commission and that: 
a) it is one of the eligible classes of Participants stipulated in Rule 2.2.
b) it has the management and human resources with appropriate experience necessary for its operation as a Participant;
c) it is managed by persons who are of good character, possess an acumen of Capital Market operations and a high degree of business integrity; 

d) it has the financial resources to meet its obligations as a Participant and complies with the criteria set out in the Master Terms;
e) it is able to and must replace, immediately on request from the CSCS, any Securities deposited by it which are at any time found to be defective; 

f) it has adequate insurance to cover the liabilities associated with its participation, including those liabilities that existed before or accrued after it ceased to be a Participant; 

g) it has adequate systems, procedures, facilities and technical capacity enabling it to fulfill its obligations and operational requirements are promptly met in terms of the Rules and Master Terms; 

h) it has submitted its audited financial statements; 

i) it has completed all documentation required by CSCS;

j) it has and maintains adequate security, systems, procedures and policies to protect the information, data, records and documents relating to Accounts and the affairs of Clients against any unauthorized access, use, alteration, destruction or dissemination; 

k) it has back-up procedures to ensure the integrity and recoverability of its Records and has located its disaster recovery hardware and related facilities off-site and complies with any other security and disaster recovery procedures as required by CSCS; 

l) it has made arrangements for the proper supervision of its compliance with the Rules and Master Terms; 

m) where it deposits Securities with CSCS, that it has indemnified CSCS against any claims relating to the ownership or interest in such Securities;

n) it shall pay all fees and levies as determined from time to time by CSCS and in accordance with the Rules and Master Terms; and
o) it complies with any other criteria relating to the business of the Participant which CSCS may from time to time specify.
2.3.2
To be eligible to be accepted as or to remain a Participant, a registrar shall satisfy CSCS that it has fulfilled the requirements of the Commission and that it is in compliance with clauses 2.3.1 (b), (c), (e), (f), (g), (i), and (k) above.
2.3.3 
For an Issuer of securities, the Company shall in order for its securities to be and remain deposited in CSCS:

a)  an Issuer of Eligible Securities must be admitted by the NSE and CSCS by satisfying the following requirements:

i. the Issuer shall make an application to the NSE and CSCS, and the application shall be accompanied by payment of fees prescribed by the NSE and CSCS.
ii. In order to remain admitted, an Issuer must comply with the Act, the Rules of the NSE and CSCS.
b) The Issuer shall either itself or through its Registrar on a daily basis balance and reconcile the aggregate of the central securities account with CSCS.
2.4. Continuing Eligibility

2.4.1. Any Participant which ceases to satisfy any of the participation criteria set out in Rule 2.3.1 must immediately notify CSCS in writing. If a Participant gives such notice to CSCS, CSCS may require the Participant to consult with CSCS on the measures necessary to ensure the Participant’s continued participation. 

2.4.2. CSCS may examine the financial responsibility and operational capability of a Participant to ensure continued satisfaction of the participation criteria.
2.4.3. Where a Participant has ceased to satisfy any of the participation criteria, CSCS may suspend or terminate the status of the Participant.  
2.5. Application Procedure
2.5.1. Application for Participation shall be made to CSCS on a specified application form and supported with the following documents:
a) a Certified True Copy of the certificate of incorporation;
b) a copy of the memorandum and articles of association of the Participant;
c) a copy of latest audited accounts or audited statement of affairs and management accounts for companies in operation for less than one year;
d)  a copy of tax clearance certificate;
e) Evidence of payment of application fees;
f) an undertaken that all information provided for the purposes of the application are authentic and reliable.
2.5.2. In addition to the information specifically required by the Rules, CSCS may require from an Applicant at the Applicant’s cost: 
a) any further information that CSCS deems to be appropriate and reasonable, and may institute any such investigation which it deems necessary, to verify information submitted by the Applicant in support of an application; 

b) that CSCS interview one or more representatives of the Applicant; 

c) a business plan detailing the future business of the Applicant;
2.5.3. CSCS may, after examining an Applicant’s compliance with the participation criteria and the information submitted in accordance with the Rules, decide either to admit the Participant or reject the application. 
2.5.4. If the application is accepted, CSCS shall not later than 30 days after receipt of the application, endorse the application and shall notify the Commission of the acceptance of this Participant. 
2.5.5. Upon notification to the Commission, CSCS shall within 7 (seven) days:-
a) notify the Participant of the date on which it may commence operations; and 

b) notify all Participants within the category of participation in which the successful Applicant has been accepted, of such Participant’s acceptance, and the date on which the Participant may commence operations. 

2.5.6. If the application is rejected, CSCS must within 7 (seven) days notify the applicant of the rejection and provide the reasons for such rejection. 
2.5.7. An Applicant whose application has been rejected may only reapply after a period of 3 (three) months from the date of rejection, unless CSCS determines otherwise. 
2.5.8. Notwithstanding that an Applicant has been accepted by CSCS as a Participant where there results a change in the circumstances of the Applicant or material changes in its financial or operational state prior to the Applicant’s commencement of participation in CSCS to which CSCS considers capable of adversely affecting the Applicant’s participation, CSCS shall have the right to defer the Applicant participation pending when CSCS is satisfied of such Applicant’s capability for participation. 
2.5.9. CSCS must publish a list of Participants as updated at least one year.

2.6. Conduct of Participants
In performing their functions in terms of the Rules and Master Terms, Participants must:
2.6.1. carry out their Business in a prudent manner and with due regard to the rights of other Participants, Clients, Issuers and CSCS; 
2.6.2. act with integrity, proper skill, care, diligence, and due regard to the rights of other Participants, Clients, Issuers and CSCS; 
2.6.3. maintain knowledge of and comply with the Act, SEC Rules, the Rules of the Exchange to which it is a member, the Rules, Master Terms and all applicable laws relating to CSCS; 
2.6.4. not participate or assist in any acts in violation of the Act, SEC Rules, the Rules, Master Terms and all applicable laws relating to CSCS and report any suspicion or contraventions to CSCS or the Commission; and
2.6.5. maintain and comply with any relevant information systems security policy 
2.7. Restriction
Reasons for restriction
2.7.1. CSCS may restrict the right of a Participant to use the CSCS System and any feature thereof, in the following circumstances:
a) Where CSCS determines that the Participant is unable to properly use the CSCS System and any feature thereof, due to operational or technical problems with the Participant’s own systems or the systems of third parties, or due to events over which the Participant has no control;
b) Where the Participant requests CSCS to do so due to a technical or administrative fault;
c) When CSCS determines that such action is necessary to protect the interests of the CSCS System or any feature thereof, and is in the best interest of all other Participants;
d) Where the Participant is unable to meet any of its obligations to CSCS.
Notification of Restriction
2.7.2. Prior to restricting the right of a Participant to use the CSCS System under Rule 2.7.1, CSCS shall give at least five (5) business days written notice of its intention to do so, which notice shall specify the reason(s) for the restriction; provided that CSCS shall be fully entitled to give such shorter period of notice as in its sole judgment is justified, having regard to the particular circumstances.
Length of Restriction
2.7.3. The restriction imposed on a Participant under Rule 2.7.1 shall remain in effect until such time as CSCS determines that the circumstances, which resulted in the imposition of the restriction, have been rectified by the Participant to the satisfaction of CSCS.
2.8. Suspension
CSCS may suspend a Participant’s access to and utilization of the Services, or any element thereof, for the following reasons.

Mandatory Suspension

2.8.1. CSCS shall suspend a Participant if it determines, in good faith, on the evidence available to it that the Participant is in such financial or operating condition that its continuation as a Participant would cause a significant disruption to the services or would jeopardise the interests of CSCS or other Participants.
2.8.2. The occurrence of any of the following events will lead to an automatic suspension:
a) the Participant ceases to be eligible for participation in CSCS or to satisfy the qualification or standards set by these Rules; 
b) the registration or license of the participant has been cancelled or suspended by the Commission or any Relevant Regulatory Body; or
c) an application has been made for the winding up of the company or in the event of bankruptcy, insolvency, or the appointment of a receiver or liquidator.

Discretionary Suspension

2.8.3. CSCS may suspend a Participant if the Participant:
a) is in breach of the Act, SEC Rules, the Rules of the Exchange to which it belongs, these Rules and the Master Terms;
b) fails to comply with all the conditions of membership;
c) commits a breach of the provision of the Rules that CSCS in its discretion considers to be a significant breach;
d) fails to settle agreed fees and charges as set out by CSCS;
e) is engaging in or is about to engage in an unsafe or unsound practice which in the opinion of CSCS is likely to hinder the satisfactory functioning of the CSCS System.
Requested Suspension
2.8.4. A Participant can request suspension for a limited period, not exceeding one (1) day, where due to temporary technical or other serious operational issue, they believe they are temporarily unable to fulfil their obligations under these Rules. 

Notification of Suspension

2.8.5. Where a decision is taken to suspend a Participant pursuant to Rules 2.8.1 or 2.8.2 or 2.8.3, CSCS shall give at least five (5) days written notice of its intention to do so, which notice shall specify the reason(s) for suspension, provided that CSCS shall be fully entitled to give such shorter period of notice as in its sole judgment is justified, having regard to the particular circumstances.
2.8.6. In the case of a requested suspension under Rule 2.8.4, the Participant shall be suspended as soon as the request is received by CSCS, 
2.8.7. CSCS shall promptly notify a Participant of its suspension from participating in the CSCS System and the causes of this suspension. CSCS shall promptly inform the Commission and all other Participants of the suspension of a Participant.

Length of Suspension

2.8.8. The suspension of a Participant under Rule 2.8.1-2.8.4 shall remain in effect until such time as CSCS determines that the circumstances which resulted in suspension have been rectified by the Participant to the satisfaction of CSCS.

Appeal of Suspension

The provisions of Rules 2.8.9 – 2.8.14 shall apply to appeals of suspension, notwithstanding the provisions in Rule 9.6. 

2.8.9. A Participant who is suspended under Rules 2.8.1-2.8.3 of these Rules may appeal to the Board of Directors through the Board Committee. The appeal shall be by way of notice in writing, issued by the Participant to CSCS within five (5) days of the day on which the Participant receives notification from CSCS of its suspension, and shall include a clear and concise statement setting forth the basis on which the appeal against the suspension is being made and include not more than two names (which may include a legal counsel) that will represent the Participant at the hearing of the appeal. The failure of a Participant to issue notice of the appeal within the time period provided in the Rules shall constitute a waiver by that Participant of its right to a hearing.
2.8.10. The Board of Directors shall arrange for a hearing to be held within five (5) days after receipt of notice of the appeal from a Participant. The Board of Directors shall notify the Participant in writing of the date, place and time of the hearing at least five (5) days prior to the date set for the hearing. The hearing shall be held within twenty (20) days from the date on which notice of the appeal is received by the Board of Directors, unless otherwise agreed between the parties.
2.8.11. The appeal shall be heard by the Board Committee with at least two representative of the Participant in attendance.
2.8.12. At the hearing, the Participant shall be afforded an opportunity to be heard. The Participant must make available to the Board Committee all relevant documents on which it relies in support of the appeal.
2.8.13. The Board Committee shall advise the Participant of its decision in writing within ten (10) days after conclusion of the hearing.
2.8.14
The CSCS shall within 30 days after completion of the proceedings furnish the Commission 



with a report of the proceedings.


2.8.15
Where an appeal of suspension is successful, the Participant shall be re-instated immediately.
2.9. Reinstatement
2.9.1. A suspended Participant may at any time be reinstated by CSCS. The Participant must:
a) give notice to CSCS requesting reinstatement;
b) meet the eligibility requirements for participation;
c) demonstrate to the satisfaction of CSCS that it has discharged all of its liabilities and indebtedness (if any) to CSCS and the other Participants arising from any service; and
d) pay a reinstatement fee to be determined by CSCS.
2.9.2. CSCS may approve or reject a request for reinstatement in its discretion. Where a request for reinstatement is rejected, CSCS shall promptly inform the Participant of its decision stating its reasons and shall advise the Participant on steps required to be taken for reinstatement to be considered.
2.10. Limitation of Liability for Suspension
2.10.1. CSCS shall not incur any liability as a result of anything done by it bona fide in the exercise of any power or the exercise of any function or duty conferred on or imposed by or under a Participation Agreement or the Rules or the Master Terms which results in the restriction of the rights of a Participant to use the CSCS System or, the suspension of a Participant, or the termination of an entity’s admission as a Participant.
2.10.2. Neither shall CSCS be liable for any loss, damage, cost, expense, liability or claim suffered or incurred by any Participant, arising from the restriction or suspension of a Participant or the termination of an entity’s designation as a Participant in the system, or the decision by CSCS not to take any such action against a Participant, including any loss of opportunity, profit, market, goodwill, interest or use of securities, or any other special indirect or consequential loss, damage, cost, expense, liability or claim. Each Participant irrevocably releases CSCS from any such liability.
2.11. Survival of Obligations

The liabilities and obligations of a Participant to CSCS and other Participants, and of CSCS and other Participants to a Participant, arising from the use of any Service or pursuant to the Rules, shall survive the suspension, termination or withdrawal of the Participant as though the former Participant were still a Participant.

2.12. Termination
2.12.1. When in its discretion the Board Committee considers that adequate cause exists, the Board Committee shall recommend to the Board of Directors that a Participant be terminated from participation in the Services. Upon consideration of this recommendation, the Board of Directors shall give the Participant an opportunity to make representations to the Board before its participation is terminated. The Participant’s representatives may include a legal counsel.
2.12.2. At least 5 days before the meeting of the Board of Directors, at which the termination of a Participant is to be considered, CSCS shall give to the Participant notice in writing of the meeting and a summary of the reasons for the proposed termination. 
2.12.3. Participation shall cease by a Participant as of the date and hour specified by the Board of Directors where they decide to terminate the Participation Agreement with a Participant. CSCS shall within 30 days notify the Commission and other Relevant Regulatory Bodies on the proceedings resulting in the termination of such participation. 
Adequate Cause for Termination 
2.12.4. The Board of Directors in its discretion exercised reasonably determines the events that constitute adequate cause for the termination of a Participant. Such events include: 
a) the suspension of the Participant; 
b) the failure of the Participant to pay to CSCS any fee or charge within 5 Business Days after demand for payment is given by CSCS to the Participant; 
c) the failure of the Participant to cure its breach of any provision of the Rules, Master Terms or Participation Agreement within 5 Days after notice of the breach and demand for amendment is given by CSCS to the Participant; 
d) the appointment of a receiver or liquidator in respect of the Participant or its business or the insolvency of the Participant; 
e) the withdrawal of the license of a Participant by SEC or other relevant Regulatory Authority; or
f) such other event considered by the Board of Directors as constituting adequate cause. 
Discretion by the Board of Directors in this respect must be reasonably exercised.
Withdrawal by Participant

2.12.5. If a Participant at anytime wishes to withdraw from participating in CSCS, the Participant must:
a) give at least 30 (thirty) days prior written notice to CSCS;
b) cease to be a Participant at a time determined by CSCS.; and
c) have satisfied all its obligations and met any other requirement that CSCS deems necessary for withdrawal from CSCS including:
(i) have entered into satisfactory arrangements regarding outstanding obligations and potential liabilities and ensured that all outstanding Business of that Participant is completed and the Participant no longer has any outstanding obligations of any kind to other Participants, Clients, Issuers or CSCS; 
(ii) have transferred all Securities Accounts to other Participants on the instruction of Clients and where Clients have not provided such instructions, to other Participants as determined by CSCS, CSCS shall thereafter notify the Commission; and 
(iii) have placed all of its records in custody as determined by CSCS. 
2.12.6. CSCS shall notify other Participants within the category of participants in which such Participant participates, of the intention of a Participant to terminate its participation within 10 (ten) Days of having received notification to that effect from such Participant. 
2.12.7. No Participant may cede, transfer or assign participation, or any rights or obligations in respect thereof, without the prior written consent of CSCS, and then only to a person who is a Participant within the category of participation in which such Participant participates, and who complies with the Rules and Directives. In exercising its powers under this Rule, CSCS may, so far as possible, take into account the wishes of the Clients with holdings controlled by the Participant. 
2.12.8. Once the Participant has complied with the requirements for termination in terms of Rule 2.12.5, CSCS shall notify the Participant, and other Participants within the category of participation in which such Participant participates of the effective date of termination of the Participant’s participation. 
2.12.9. CSCS shall promptly give notice to the Commission, any Relevant Regulatory Body and all other Participants that the Participant has given notice of its intention to withdraw. Withdrawal from the system will not entitle a Participant to any refund of operating costs which it has paid or incurred and will incur a withdrawal fee covering administrative costs.

Effects of termination of participation 
2.12.10. The extent of termination of participation is dependent on the Regulatory Body exercising such power. The following shall apply:

a) If the termination of participation is ordered by the Commission; the CSCS shall discontinue such Participant from normal service.
b) If the termination of participation is directed by the NSE, or any other Exchange to which the Participant belongs; the CSCS may continue to recognize the Participant and render certain services to them until the limitation or termination of participation is reconsidered or reversed.
c) If the termination of participation is directed by the CSCS as a result of a debt owed by the Participant, CSCS may discontinue all services. 
2.12.11. Upon termination of participation: 
a) Securities Accounts must be transferred in accordance with the relevant provisions of the Investments and Securities Act and or as directed by the Commission and shall remain active within CSCS notwithstanding any appointment or decision of a receiver manager or liquidator, and all transactions or events in respect of such Securities Accounts must be completed in terms of the Act, Rules and Master Terms; Any action so taken by CSCS pursuant to the Act, Rules and Master Terms, is binding upon a receiver manager or liquidator and shall not be capable of being reversed or rescinded by such receiver manager or liquidator; 
b) the Participant shall remain liable for the payment of, fulfillment of and compliance with all fees and charges, obligations, undertakings, warranties, indemnities and commitments of the Participant, the cause of which arose prior to the date of termination of participation; 
c) notwithstanding Rule 2.12.10 all cash entitlements shall not be deposited into the account of the terminated Participant but shall remain deposited in a trust account held by a Participant appointed by the Commission until such time as the entitlements may be able to be allocated to the respective Clients of the terminated Participant; 
d) the Participant may no longer make use of the CSCS System; and 
e) where applicable, a Participant shall cause all unencumbered Securities held on its behalf in a Nominee owned or controlled by CSCS to be transferred to another Participant within the records of the Nominee owned or controlled by CSCS or such other person as nominated by CSCS. The records representing such Securities shall be transferred to the other Participant; provided that if the Participant does not nominate another Participant CSCS shall transfer such Securities to a Participant nominated by CSCS. Encumbered securities shall only be transferred to a Participant as contemplated in this section, when, and if, the securities have been released from their encumbrance.

2.13. Roles and Responsibilities
2.13.1. A Participant shall: 
a) ensure they have arrangements in place to fund their activities in the CSCS.
b) be responsible for the accuracy and completeness of all its messages and communications to CSCS.
c) have the appropriate technical capability, including adequate business continuity arrangements, so as not to hinder the smooth operation of the CSCS System.
d) in the event of a prolonged technical problem, must request that CSCS suspends it from the CSCS System. In such an event, CSCS will inform all other participants. however it will be the responsibility of the Participant requesting the suspension to implement the required business continuity procedures to ensure that all outstanding commitments are settled.
e) where aware that through a system failure, it will be unable to participate normally, it must inform CSCS and any affected Participant(s), within a half-an-hour (½-hr) of the discovery of the failure and advise its plan for restoring normal operations.
f) notify CSCS, at least thirty (30) days in advance, and in writing of any such hardware and/or software changes which will impact the Participant’s participation in CSCS.
g) settle trades on behalf of its clients and itself;
h) make payments due to the client on the same day the trade was settled on behalf of the client;

i) maintain a securities account for a client in respect of securities deposited and reflect the number or nominal value of each kind of securities deposited in a securities account.
j) disclose to clients the fees and charges required by it for its services;
k) notify a client in writing or as otherwise agreed to by the client of any entry made in the client’s securities account.
l) balance and reconcile the aggregate of the securities account with the central securities accounts on a daily basis. 
m) A Participant shall not give or effect an instruction which would result in the Securities Accounts maintained by the Participant reflecting a debit balance.
n) operate a central securities account with the CSCS and may deposit, withdraw, transfer, pledge or cede securities.
o) on request, disclose to an issuer information about the securities issued by that issuer and recorded in a securities account.
p) maintain records relating to all deposits or withdrawals of Securities in the Securities Accounts including:
i. the name of the client whose Securities Account is affected

ii. the name of the Issuer of the Securities

iii. the quantity and description of the Securities

iv. the date of any entry in the Securities Account.
2.13.2. CSCS shall be responsible for: 
a) the admission of Participants and assigning Participants to a Group. 
b) providing the service of collective custody of securities, the day-to-day business operations of CSCS, and the day-to-day management of all routine daily activities;
c) providing all systems hardware, software and utilities;
d) maintaining records of shareholders of registered securities.

e) invoking business continuity arrangements for the CSCS system;
f) providing access to the CSCS System to approved users; and
g) providing detailed requirements and operational procedures in the Master Terms including data and reports to Participants.
h) serving as a sub registry for all quoted securities.

i) keeping the Commission fully informed of all operational or management issues that could compromise the safety and efficiency of the CSCS System.

2.14. Client Mandate
2.14.1. A Participant must obtain a written mandate from its Client governing the relationship between them. The mandate must be signed by the Client prior to the commencement of any action by the Participant for or on behalf of the Client. 
2.14.2. Where a Client’s Securities Account has been transferred to a new Participant pursuant to Rule 2.12.5 or 2.12.11, the mandate must be signed with the new Participant within 30 (thirty) calendar days of such transfer.
2.14.3. The mandate must contain at least provisions that: 
a) the Client shall be bound by the Rules and the Master Terms; 
b) the Client must disclose to the Participant information about a beneficial, limited or other interest in Securities deposited by a Client with the Participant in terms of the Rules and Master Terms; 
c) in case of a conflict between a clients mandate and the  provision of the Act or the Rules or Master Terms then to the extent of such conflict, the provisions of the Act or the Rules or Master Terms shall prevail; 
d) the Client indicates whether the Securities held or to be held are to be registered in the Name of the Client or in the name of a nominee. 
2.15. Participant’s Financial Soundness
2.15.1. A Participant shall at all times ensure that it has valid financial cover in the form of funds and secondary cover in the form of insurance in respect of:-
a) The Participant’s actual and potential/contingent liabilities;
b) Conditional and contingent liabilities to CSCS;
c) Liabilities which existed before, or after a person has ceased to be a Participant. 
2.15.2. CSCS may prescribe the criteria for valid financial cover in the Master Terms.

Rule 3 – Securities and Accounts
3. SECURITIES AND ACCOUNTS 
3.1. Accounts
CSCS shall open for Participants one or more securities accounts and on such accounts it shall run and maintain securities positions of the Participants and also in the account of each Participant run and maintain securities positions of Clients.
3.2. Types of Accounts within the CSCS
CSCS may operate the following Accounts:-
3.2.1. Proprietary account, on which CSCS will run securities positions in the name and for the account of Stock Broking firms and other authorized Participants
3.2.2. Client account, on which CSCS will run securities positions in the name and for the account of the clients of Stock Broking firms and other authorized participants
3.2.3. Registry account, on which CSCS will run securities positions directly for the holders of securities, who do not transfer their securities to the client account.
3.2.4. Nominee account, on which CSCS will run securities positions in the name of custodian/agent holding shares owned by their clients. 
3.2.5. Omnibus Account, on which CSCS will run securities positions in the name of custodians holding a pool of shares belonging to several clients 
3.2.6. Special account, on which CSCS will run securities positions in the name and for the account of authorized Participants not requiring a license from SEC.
3.2.7. Segregated (Custodian Bank) account, on which CSCS will run securities positions of foreign securities holders or high net worth individuals at beneficial owners level.
3.2.8. Lien account, on which CSCS will run securities positions of clients of Stock Broking firms in the name of Lenders until a debt is discharged under a loan contract.
3.3. 1 
Central Securities Accounts 
3.3.1.1
Only CSCS may open, maintain and close one or more Central Securities Accounts for Participants on the instruction of the Participants. 
3.3.1.2
A Participant may request CSCS to open one or more Central Securities Accounts in the name of the Participant with each account reflecting: 
a) the number or nominal value of individual Securities deposited with CSCS by that Participant for its own account and all entries made in such account; and 

b) the number or nominal value of individual Securities deposited with CSCS by that Participant for the account of its Clients and all entries made in such account. 

3.3.2
Nominee Accounts

3.3.2.1
A client’s securities shall not be registered in a nominee account without the client’s consent. The custodian/agent shall inform the client of the legal effect of registering securities in a nominee account.

3.3.2.2
A custodian/agent authorized to hold securities owned by its clients shall apply to the Commission for approval to hold these in a nominee account and accept payment on behalf of its client from issuers of securities.

3.3.2.3
The custodian/agent holding securities in nominee accounts shall maintain a record of each individual client. The record shall include the names and numbers of clients associated with securities in the nominee accounts. 
3.3.2.4
The custodian/agent shall provide CSCS with information on the identities of clients who are owners of securities held in a nominee account upon receipt of a request from CSCS.
3.4 Process for Opening a New Account in CSCS
3.4.1 The process is as follows:

a)  CSCS receives Advice from accredited Stock Broking Firm with respect to opening a new account.
b) The Advice is received in electronic and paper formats with covering letter detailing the Firm’s instruction.
c) The Advice is processed after verification of the authorized signatories.
d) The electronic format of the Advice is displayed in the CSCS System to confirm its correctness and amendments are done where necessary to ensure correct arrangement of names and addresses and for proper alignment.
e) Where there are major discrepancies in date/information in the electronic and physical advice, same advice is rejected and returned with a letter explaining reasons to the Stock Broking Firm for correction.
f) New Clearing House Numbers (CHN) are serially assigned to new accounts while indicated (existing) Clearing House Numbers in the CSCS System are adopted for the shareholder under the new Stock Broking Firm’s custody. Thereafter, Account Numbers are automatically allocated to each of the accounts in CSCS System.
g) The Stock Broking Firm is instantly updated of the newly created accounts through their online link to CSCS website.
3.5 Trade Alerts/Transaction Notification
3.5.1 
Stock Broking Firms shall submit the phone numbers and email addresses of their clients so that respective clients are alerted on all transactions on their accounts. 
3.6 Dematerialization and Rematerialization
3.6.1 The CSCS will maintain records of ownership of all Securities, which have been dematerialized and lodged with CSCS.
3.6.2 Eligible Securities for dematerialization are:

a)  Shares, scripts, stocks, bonds, debentures, debenture stock or other securities of like nature in or of any incorporated company or body corporate
b) Units of mutual funds, rights under collective investment schemes and venture capital funds, commercial papers, certificate of deposit, securitized debt, money market instruments and government securities.
c) Other securities as CSCS may prescribe from time to time.

3.6.3 The process for dematerialization of shares shall be as follows:
a) Upon the release of share certificates to the Registrar by a stock broking firm with duly completed and signed Transfer Forms and Certificate Deposit Forms, the Registrar shall verify the signatures. Upon verification of the signatures, the Registrar shall prepare a schedule with the details of the Transfer Forms and Certificate Deposit Forms which the Registrar shall send through the Data Exchange Management System to CSCS with the investors account details for processing, approval and crediting of the appropriate account.;
b) Dematerialization of shares is completed within 24 hours of receipt of schedule of details from Registrar through the Data Exchange Management System.
3.6.4 The process of dematerialization will be complete once the investor’s account has been successfully credited by CSCS and the Registrar is advised by CSCS.
3.6.5 CSCS shall also process other eligible securities (including the Federal Government of Nigeria (FGN) Bond advice from the CBN) to achieve dematerialization.
3.6.6 Where the securities are approved for dematerialization, they shall be reflected on the Participant’s system through CSCS’ website during processing.
3.6.7 Where shares are uploaded in the CSCS System and generate Error Reports, CSCS shall revert to the Registrar with such information. The Registrar shall investigate and notify the concerned Stock Broking firms for their correction of the anomaly after which the shares can be re-lodged. An Error Report is a report of unsuccessfully processed shares arising due to the supply of any of  following by the Registrar to CSCS:
a) duplicated certificates numbers;
b) invalid Clearing House Numbers; and
c) invalid Member code.
3.6.8 An investor seeking to rematerialize a dematerialized security shall submit a duly completed Certificate Request Form to CSCS through the investor’s Stock broking firm. Upon approval by CSCS, the security will be withdrawn in the dematerialized form from CSCS’ system and the Registrar will be notified of the action taken by means of a letter authorizing the issuance of a new security certificate.

3.7 Immobilization

3.7.1 The CSCS will maintain records of ownership of all Securities, which have been immobilized and lodged with CSCS.
3.7.2 Eligible Securities for immobilization are:

(a) Shares, scripts, stocks, bonds, debentures, debenture stock or other securities of like nature in or of any incorporated company or body corporate
(b) Units of mutual funds, rights under collective investment schemes and venture capital funds, commercial papers, certificate of deposit, securitized debt, money market instruments and government securities.
(c) Other securities as CSCS may prescribe from time to time.
3.7.3 The process for immobilization of shares shall be as follows:

(a) Participants present a single jumbo certificate to CSCS, which will be a reflection of the lump sum of all the shareholding together with a list of the shareholders that make up the single certificate.
(b) CSCS will then proceed to create a new stock balance of the lump sum shares and distribute units of these shares to the accounts of the individual shareholders based on their respective shareholding.
3.7.4 The process of immobilization of shares will be complete once the jumbo certificate is received by the CSCS.

3.7.5 The lodgment of securities into CSCS shall only be by way of dematerialization or immobilization. CSCS shall not receive securities into its system by any other means.

3.8 Dividends

3.8.1 
CSCS shall submit transaction updates to enable a Registrar update its register at the closure date of Register before computation of dividends for the rightful Beneficiaries.
3.9 Securities Lending
3.9.1 
The procedure for securities lending shall be in accordance with the Commission’s Rules and also CSCS Guidelines for Securities lending as CSCS may prescribe.
Rule 4 – Operations

4. OPERATIONS 
4.1. Operating Hours

The Operating Hours will be set by CSCS in consultation with Participants. These hours will be detailed in Master Terms and will identify among others cut-off times for all CSCS transactions. CSCS may provide access to the CSCS System at hours outside of those of the Operating Hours. However, settlement of the cash leg of a securities trade, and therefore transfer of securities ownership will only occur during the Operating Hours.
4.2. Operating Days 
CSCS will operate on all Business Days.
4.3. Statements and Reports
4.3.1. Individuals are authorized to act on behalf of a Participant in respect of the Services in the capacities set out below, and they are appointed or terminated as set out in the Master Terms.
a) Signing Officer: A Signing Officer is authorized and empowered to act on behalf of the Participant for all purposes of the Services.
b) User: A User has access to the specific system activities designated by the User Administrator appointing the User. 
c) Authorized Individual: A Signing Officer appoints or disengages an individual as an Authorized Individual. An Authorized Individual may be authorized to perform any of the duties set out in the Procedures, including:
(i) to sign documents required to be delivered in connection with the participation of the Participant in any Service; 
(ii) to be admitted to a CSCS Office or other premises; and 
(iii) to take delivery of and to sign receipts for Securities, cheques, money, and other forms of payment
4.4. Action by a Participant 
4.4.1. CSCS shall be entitled to rely on, and each Participant shall be bound by and shall be responsible to CSCS and to other Participants for: 
a) every communication, transaction, authorization or instruction validated by an Authentication Mechanism assigned to the Participant; and 
b) every act of, document signed by, or communication, transaction, authorization or instruction given by, any of its Signing Officers or Authorized Individuals; 
regardless of the medium by which it is communicated, and whether or not it is within the scope of the authority given by the Participant to the Person making it (provided it is within the scope of the system activities designated by the Participant to be used by the Person).
4.4.2. Subject to the foregoing, CSCS shall not be required to check the source of any communication, nor to confirm whether any other Person from whom a communication has been received on behalf of the Participant has been authorized by the Participant to send such a communication. CSCS shall have no responsibility or liability for an act taken in good faith in reliance upon, and a Participant shall be bound by, a communication, transaction, authorization, instruction, act or document, notwithstanding any error that may occur in the course of transmission or recording of it, any error that may exist in any magnetic tape, document or any other medium delivered to CSCS, any forgery or fraud by a Participant authorized personnel, or any other error, misunderstanding or lack of clarity in any communication, transaction, authorization, instruction act or document. 
4.5. Action by CSCS 
4.5.1. Actions under Rules 
CSCS may take any action referred to in the Rules by any one of its officers or agents. The Board of Directors shall exercise its authority by a resolution duly passed by the Board. Upon request by a Participant, CSCS may provide a certified copy of any resolution of the Board of Directors relating to an action taken under the Rules that affects the Participant. 
4.5.2. Use of the System by Non-Participants 
CSCS may provide limited system functionality to a Person who is not a Participant for the sole purpose of effecting Transactions on its own behalf. Before such limited system functionality is implemented, it shall be described in the Master Terms. 

4.6. Records and Data
4.6.1. CSCS shall maintain the following records and documents:-
4. Records of securities dematerialized and rematerialized
4. The names of the transferor, transferee and dates of transfer of securities
4. A register and index of beneficial owners
4. Details of the holdings of securities of beneficial owners at the end of each day
4. Records of instruction received from and communication with Participants, Issuers, Registrars and beneficial owners
4. Records of approval, notice, entry and cancellation of pledge, or hypothecation;
4. Register of Participants indicating their details
4. Such other records as may be specified by the Commission for carrying on the activities as a depository.
4.6.2. A Participant shall maintain in physical and electronic copies (where applicable) the following records and documents:
a) Records of all the transactions entered into with a depository and with a client;
b) Details of securities dematerialized, rematerialized on behalf of clients with whom it has entered into an agreement;
c) Records of instructions received from clients and statements of accounts provided to clients; 
d) Records of approval, notice, entry and cancellation of pledge or hypothecation;
e) Any other records as CSCS may prescribe in the Master Terms.
4.6.3. CSCS shall prescribe in the Master Terms the data to be provided by CSCS to the Participants. Data provided by CSCS may be organized by various categories, including type of transaction or class of Securities. Each Participant must review all data provided by CSCS for errors and omissions. 
4.6.4. In any instance in which CSCS is required by the Rules or the Procedures and User Guides to provide a report to a Participant, CSCS may instead calculate and provide to a Participant the necessary data, in a format that enables the Participant to review and use, and to preserve or discard, the data (but without altering the data in any way). The provision of such data satisfies all obligations CSCS may have with respect to any report. 
4.7. Fees and Charges
4.7.1. Entrance Fees 
CSCS shall from time to time establish entrance fees to be paid by an applicant whose application to become a Participant, or to use a Service or Function, has been approved. CSCS shall not be obligated to consider an application until it has received payment of the applicant's entrance fees. If an application is rejected, CSCS shall refund the entrance fees. If an application is accepted, CSCS shall not refund the entrance fees for any reason, including the suspension, termination or withdrawal of the Participant. 
4.7.2. Fees 
CSCS may charge and the Participants shall pay fees for the use of each Service as determined by CSCS from time to time. A schedule of fees shall be included in the Master Terms. The fees may include fees as penalty for failure to comply with the Legal Documents. These fees may be revised from time to time by CSCS. CSCS shall give notice to Participants of any increase in fees not less than 30 days prior to the implementation of such increase. The Board of Directors may specify a shorter notice period or may implement the revised fees immediately. 
4.7.3. Fees and Charges for Sundry Expenses 
A Participant shall pay to CSCS the amount charged by CSCS for any expense caused directly by the Participant. Without limiting the generality of the foregoing, such expenses include the cost of producing records pursuant to a claim, an order or other legal process in any litigation or legal or regulatory proceeding or investigation. A Participant shall also pay any taxes and other governmental charges levied or imposed on the Participant in respect of the Services, entrance fees, user fees and charges. 
4.8. Confidentiality
4.8.1. Any information relating to CSCS, a Client, or [accounts] obtained by a Participant in the course of its operations, must be kept confidential by the Participant, unless: 
a) the Participant is required to disclose the information before any court or by any law; 
b) the information is in the public domain; 
c) the Participant has obtained the prior written consent of the owner of the information; or 
d) the information must be disclosed to CSCS in terms of the Rules and Master Terms. 
4.8.2. A Participant which divulges or makes known any confidential information in contravention of Rule 4.8.1 shall be guilty of improper conduct and subject to disciplinary action in terms of the Rules. 
4.8.3. CSCS shall keep confidential all information disclosed to it by a Participant save that CSCS may disclose such information to third parties to the extent that: 
a) the information is required to be disclosed in terms of any law; 
b) the information is in the public domain; 
c) CSCS has obtained the prior written consent of the owner of the information.
4.8.4. CSCS shall preserve the confidentiality of any information concerning a Participant or provided by a Participant that becomes known to CSCS through the operation of any Service, exercising the same degree of care as it uses with respect to its own confidential information. 
4.8.5. CSCS will not use such information except for operation of the Services. Such confidentiality obligation shall not apply to any information that is or becomes generally available to the public, otherwise than as a result of the breach of this Rule. Such confidentiality obligation shall not preclude the disclosure of confidential information to any of CSCS's officers, directors, employees or agents that is reasonably necessary for the operation of the Services. 
Release of Information 
4.8.6. Each Participant authorizes CSCS to release any information concerning the Participant or provided by a Participant: 
a) to the auditors of CSCS, of the Participant and of other Participants, as may reasonably be required to perform their duties. 
b) to the legal counsel of CSCS, as may reasonably be required to perform their duties. 
c) To an issuer, information about the securities held by that issuer and held by Participants in a central securities account.
d) as may be required from time to time by order or statutory direction or other process of a court or Relevant Regulatory Body having, in the opinion of CSCS, jurisdiction over CSCS; 
e) pursuant to any statutory or regulatory requirement; 
f) to the securities exchange,  or self-regulatory organization of which the Participant is a member or the services of which the Participant uses in connection with its participation in CSCS, or to any insurer of the Participant; and
g) to the Commission information about the securities held by a Participant in a central securities account.
4.8.7. CSCS shall take all reasonable steps to avoid releasing any information that may identify a particular client or customer of a Participant. When CSCS is required pursuant to Rule [4.8.6] to disclose confidential information concerning a Participant that is directed exclusively to the activities of a particular Participant, CSCS shall give notice to the Participant of the request before making the disclosure unless the terms of any applicable statute, regulation, ruling or order prohibit such notice. When CSCS releases confidential information pursuant to Rule [4.8.6], CSCS shall request the recipient to treat such information as confidential. 
Confidentiality of CSCS Information 
4.8.8. Each Participant shall preserve the confidentiality of: 
(i) the CSCS System; and
(ii) any information concerning CSCS or provided by CSCS, that, at the time of disclosure, is marked as confidential or is disclosed orally as confidential and that becomes known to the Participant through the operation of any Service, or in anticipation of any new service, including any on-going projects, records, data and reports. In preserving such confidentiality, each Participant shall exercise the same degree of care as it uses with respect to its own confidential information. Such confidentiality obligation shall not apply to any information that is or becomes generally available to the public, otherwise than as a result of the breach of this Rule [4.8.8]. Such confidentiality obligation shall not preclude the disclosure of such confidential information to any of Participant's officers, directors, employees, clients or customers in the manner authorized in Rule [4.8.6], or agents that is reasonably necessary: for the use or proposed use of the Services or any new service by the Participant; or for the development or operation of Services or any new service by CSCS; or to achieve the purposes for which CSCS disclosed the confidential information. 
4.8.9. The obligations of each Participant pursuant to Rule [4.8.1] shall be in addition to and shall not derogate from any other obligation of confidentiality arising from any agreement or legislation binding on the Participant. 
4.8.10. CSCS authorizes the Participant to release any confidential information concerning CSCS:
a) to the auditors of the Participant, as may reasonably be required to perform their duties; 
b) to the legal counsel of the Participant, as may reasonably be required to perform their duties; and 
c) as may be required from time to time by order, summons, subpoena, statutory direction or other process of, or pursuant to an agreement with, a court, Regulatory Body or other administrative or regulatory agency, having, in the opinion of the Participant, jurisdiction over the Participant. 
4.9. Rights and Uses 
Trade-marks 
4.9.1. The “CSCS Trade-marks” are those words and logos identified as such in the Master Terms. In addition, certain words, phrases, names, designs, numbers or logos may constitute trade-marks, service marks, trade names, domain names or intellectual property of CSCS or other third parties (collectively the “Other Marks”). 
4.9.2. Each Participant acknowledges and agrees that it acquires absolutely no rights or licenses in or to the CSCS Trade-marks or Other Marks, other than the limited, non-exclusive, revocable and non-transferable right to use that is outlined in this Rule. Any unauthorized use by the Participant of the CSCS Trade-marks or Other Marks or any other intellectual property right or proprietary right of CSCS is strictly prohibited. 
4.9.3. Each Participant shall promptly notify CSCS of any conflicting use or any act of infringement or passing off which comes to its attention involving the CSCS Trade-Marks or Other Marks or any variation or imitation thereof by unauthorized persons. Each Participant shall co-operate with CSCS to take any steps CSCS considers necessary to prevent further unauthorized use, including but not limited to, cooperating with CSCS in any proceedings involving the CSCS Trade-marks or Other Marks. 
Ownership
4.9.4. The Participant acknowledges and agrees: that all right, title and interest in and to the Services, including all patents, copyright, trade secrets and other intellectual property rights in any part of the world, are owned by CSCS or its suppliers and are protected by copyright and other intellectual property laws; and that copyright subsists in the Services, including the selection, arrangement and assembly of Security Information and other information in Services; and that such copyright is owned by CSCS or its suppliers. All rights not expressly granted in the Rules are reserved. 
4.9.5. Each Participant shall promptly notify CSCS of any unauthorized use of the Services and other information owned by CSCS or its suppliers, and agrees to cooperate with CSCS and its suppliers to take any steps CSCS considers necessary to prevent further unauthorized use, including but not limited to, cooperating with CSCS and its suppliers in any proceedings involving the Services and other information owned by CSCS or its suppliers. 
4.9.6. Each Participant will preserve or reproduce on all records, data and reports (including all copies made by Participant), and will not alter any proprietary, confidential or other notices and legends contained on the originals supplied to Participant by CSCS, or as may otherwise be required by CSCS. 
4.9.7. Each Participant shall not take any action that purports to create a claim, lien or encumbrance on, or assignment of, any of the Services. Any act by the Participant, voluntary or involuntary, purporting to create a claim, lien or encumbrance on, or assignment of, any of the Services shall be void. 
Disclaimer 
4.9.8. Certain Services provided by CSCS to the Participants are dependent upon the provision to and use by CSCS of information, including Security Information, from third parties. CSCS represents that it has the right to grant Participants the right to use the Services and the CSCS System, but otherwise does not guarantee or make any representations or warranties whatsoever, and there are no conditions, express or implied, in fact or in law, with respect to the accuracy, adequacy, timeliness, completeness, sequence, merchantable quality or fitness for any particular purpose of any such information, which is provided on an “as is”, “as available” basis. 
Notification of Compliance 
4.9.9. Upon reasonable notice, at the request of CSCS, a Participant shall within a reasonable time provide to CSCS a statement in the form provided by CSCS, signed by a [Signing Officer] on behalf of the Participant, confirming that the Participant’s use of Services is in compliance with the Rules.
Rule 5 – Clearing and Settlement Services
5. CLEARING AND SETTLEMENT SERVICES
5.1. General Provisions

5.1.1. For Participants in CSCS, who are also members of the NSE or of any other trading platform or organized securities market, CSCS will render the services of determining, calculating, netting and facilitating the settling of obligations, arising from securities transactions concluded on the NSE floor or that other trading platform or organized securities market with book-entry transfer of securities in the participants’ accounts and cash transfer (clearing and settlement services) in a manner, prescribed by this Section.
5.1.2. All trades concluded on the NSE or other trading platform or organized securities markets are subject to clearing and settlement through CSCS.
5.1.3. CSCS will perform clearing and settlement of the NSE floor transactions or of any other trading platform transactions or of any other organized market trade reports received from the organizer of such market, through direct on-line computer connections or otherwise.
5.1.4. CSCS will undertake the multilateral netting of transactions for cash for each participant on Trade Date (TD) as a part of the clearing process for trades.
5.1.5. Netting procedure: Throughout the period from Trade date and up to the Cut-Off Time for DvP Validation (5.00pm on T+2), all debits and credits to the participant's daily balance shall be set-off on a continuous basis as to arrive at a net balance, known as a net debit or net credit balance.The final Net Debit Balance for the Settlement Day shall be referred to as the Net Debit Balance and the final net credit balance for that Settlement Day shall be referred to as the Net Credit Balance. On any Settlement Day, the Net Debit Balance shall be payable to CSCS and the Net Credit Balance shall be payable by CSCS in accordance with the concept of DvP.
5.2. Clearing by multilateral netting system

5.2.1. All shares to be traded on the floor of the NSE must be deposited in the Depository of CSCS in the stock position of the selling dealing member prior to being eligible to be traded. Electronic/Book-entry transfers of shares would be effected on settlement day.
5.2.2. The shares to be dematerialized and lodged in the Depository shall be deposited in the manner provided in Rule 3.6, after which such shares can be traded on the floor of the NSE. 
5.2.3. The shares to be delivered by CSCS to the accounts of securities holders or received by CSCS from the accounts of securities holders shall be fungible securities.
5.2.4. Electronic/Book-Entry transfers of securities on the accounts of securities holders, dealing members of the NSE, Discount houses, Banks and others shall be effected on settlement day.
5.3. Cash settlement

5.3.1. All Dealing Members shall be permitted to open and operate only one Trading account at any point in time in one of the designated Settlement banks. 
5.3.2. The Trading Account opening forms to be executed by each dealing member shall, among others, appoint the Stock Broking Firm’s bank as attorney with authority to post such entries to the dealing members account as are required by the instructions contained in the CSCS schedule.
5.3.3. The Settlement banks shall permit Trading Accounts to be operated only on the basis of written instructions issued by either the dealing member who maintains the Trading Account, or which are contained in the CSCS advice to Settlement banks. 
5.3.4. The Settlement bank shall not permit Trading Accounts to be used for purposes other than that of effecting settlement for trades as advised by CSCS. They may make withdrawals to pay for sales made on behalf of their clients.
5.3.5. The Settlement banks shall not permit Trading Accounts to become overdrawn at any time.
5.3.6. The primary mode by which the Stock Broking banks shall effect the settlement of CSCS transactions shall be by means of interbank transfers effected through the NIBSS.
5.3.7. In the event that it is not possible for settlement to be effected through the NIBSS, the Settlement banks  may effect settlement of CSCS transactions through the following alternative settlement modes:
a) (Interbank) transfers effected through the Central Bank of Nigeria.
b) Payment by Manager’s Cheques.
5.3.8. The settlement of cash shall be undertaken on a (simultaneous) DvP basis according to the transfer arrangements specified by CSCS.
5.4. Transaction Timetable

5.4.1. Day T:

At the latest by 4.00pm of Day T (Transaction Day), CSCS shall send advice of Day T Stock Broking firms’ net financial obligations to their respective Settlement banks. This is information to alert the banks about their client’s commitment on Day T + 3 (Settlement Day). This information is not to be used for any updates by the banks.
5.4.2. Day T+1:

Settlement banks remind their respective clients (Stock Broking firms) of their obligations for Day T+3.
5.4.3. Day T+2:

At the latest by 12.00 noon of Day T+2, Settlement banks shall alert CSCS about the possibility of any Stock Broking firm’s being unable to meet its financial obligations on Day T+3. The alert shall be by fax, email, letter, telephone, or Data Exchange.
Stock Broking firms shall verify from their Settlement bank, their ability to meet their financial obligation of their Day T transactions on Day T+3.
At the latest by 5.00pm of Day T+2, CSCS shall send advice of Day T transactions, (Stock Broking firm’s net financial obligations) to their respective Settlement banks for processing.
At the same time, CSCS shall forward Inter-bank settlement advice/instruction for Day T transaction to the NIBSS for processing on Day T+3
5.4.4. Day T+3

At the latest by 9.00am – Stock Broking firm/custodian must have funded their accounts for Day T transaction.
The NIBSS shall debit or credit CBN accounts of Stock Broking firm’s banks in accordance with the Inter-bank settlement instructions received from CSCS. Simultaneously, stock settlement is effected on Day T+3. In effect, Delivery versus Payment (DvP) is assured at CSCS.
Payments to CSCS by a Participant or drawn on a Participant are final and irrevocable. A Participant or CSCS cannot revoke, countermand, cancel, return through the payments clearing system or otherwise refuse to pay or attempt to prevent any payment to CSCS.
5.5. 
Securities Settlement

For the transfer of securities on the settlement day, electronic/book-entry transfers of securities on the accounts of the securities holders shall be effected with the seller debited and the buyer credited simultaneously. 
5.5.1. Record-entry settlement of securities effected by CSCS following securities transactions shall be final and irrevocable after the receipt of the funds by designated Stock Broking firm’s  Banks according to  Rule 5.3 of these rules.
5.5.2. A Participant’s position in a security and the position in the central registry shall not be affected by any transaction for the purchase or sale of such security until the Settlement day for such a transaction, which is three business days after the conclusion of the transaction.
5.5.3. A Participant’s position in a Security shall be changed on each Business Day by such Participant’s settling trades of the Security. Net settling of Purchases shall create or increase long value positions and decrease short value positions, according to the nominated account identification and net settling sales shall create or increase short value positions and decrease long value positions according to the nominated account identification. 
5.5.4. More particular manner of securities transfer shall be prescribed by CSCS. 
5.5.5. The settlement of securities transactions that occur in an organized market other than the floor of the NSE, and on any other platform, shall be done in accordance with the clearing and settlement procedure prescribed by CSCS 
5.5.6. Immediately upon discovery of any error in relation to trades reflected within the settlement system, the Participant shall be responsible for the correction of the error and shall notify CSCS in the event that the Participant submitted the incorrect client account ID, or the appropriate person in any other case.
5.5.7. The appropriate person according to Rule 5.5.7 above shall include the following: the NSE, or other trading Platform, CSCS, the counterparty to the trade in the event that their details are affected, and any other person or entity which is responsible for the trade which was submitted to CSCS for settlement. The Participant or the appropriate person where applicable, shall take whatever action is required to correct such error.
5.5.8. In the event that an error in any transaction is discovered after settlement through CSCS, such transaction may only be corrected by effecting a new trade.
5.5.9. More detailed manner of error correction shall be determined by CSCS for trades effected on the floor of the NSE, or other organized market, or any other platform..
5.5.10. The settlement of securities shall be undertaken on a (simultaneous) DvP basis according to the transfer arrangements specified by CSCS.
5.6
The procedure in case of a default in funding of a trading account shall be in accordance with the provisions of the Governance Policy of the Settlement Guarantee Fund.
6. LIABILITY AND INDEMNITY

6.1. Participant’s Liability, Representations and Indemnity 
6.1.1. Participant's Liability as Principal 
A Participant who utilizes any Service shall be liable as principal for all obligations incurred with respect to such Service, whether the Participant is acting on its own behalf or on behalf of another Person and whether the Participant is acting directly on its own behalf or through another Person. 
6.2. Representations and Warranties of Participant 
6.2.1. A Participant who gives instructions to CSCS to effect a deposit, withdrawal, transfer or Pledge of a Security, a payment, or any other Transaction, represents and warrants to CSCS and to the other Participants that the Participant has full power, right and authority to make the deposit, withdrawal, transfer, Pledge, payment or other Transaction in accordance with its instructions.
6.3. Indemnity by Participant Regarding Services Generally 
6.3.1. Each Participant shall indemnify and hold harmless CSCS and all other Participants, and their respective partners, directors, trustees, officers, employees and agents, from and against any loss, damage, cost, expense, liability or claim (including the cost of legal counsel to advise on or defend against such claims) suffered or incurred by or made against it, them or any of them arising from: 
a) any interruption, malfunction or disruption of any Service to the extent caused or contributed to by any negligent, reckless, willful, fraudulent or dishonest act or omission of the Participant or of any director, trustee, officer, partner, employee, contractor or agent of the Participant done while acting in the course of office or employment or made possible by information or opportunities afforded by such office or employment; 
b) any incorrect instructions, information or documentation provided to CSCS by the Participant; and 
c) any breach by the Participant of its obligations, representations or warranties under the Legal Documents. 
6.4. Indemnity by Participant Regarding Securities 
6.4.1. Each Participant shall indemnify and hold harmless CSCS and all other Participants, and their respective partners, directors, officers, employees and agents, from and against any loss, damage, cost, expense, liability or claim (including the cost of legal counsel to advise on or defend against such claims) suffered or incurred by or made against it, them or any of them arising from: 
6. the deposit by the Participant of a Defective Security; 
6. the determination that the registration of any Security deposited by the Participant is or would be invalid, improper, defective, subject to any adverse claim or privilege or cannot be effectively and rightfully transferred; 
6. any incorrect instructions, information or documentation (whether concerning a Security, the deposit or withdrawal of a Security or otherwise) provided to CSCS by the Participant; 
6. the entry of incorrect details identifying a Security; 
6. the purchase, sale, redemption or cancellation of Securities by the Issuer as a result of the information contained in a declaration provided by the Participant; or
6. any breach by the Participant of its obligations, representations or warranties under the Legal Documents. 
6.5. Indemnity by Participant on Claims against CSCS and Others 
6.5.1. Each Participant shall indemnify and hold harmless, pursuant to this Rule each indemnified person from and against any indemnified claim suffered or incurred by or made against any indemnified person by any Person. 
6.5.2. For the purposes of this Rule, the indemnified persons are CSCS, and their respective directors, officers, employees, and partners. 
6.5.3. For the purposes of this Rule, an indemnified claim is any loss, damage, cost, expense, liability or claim (including the cost of legal counsel to advise on or defend against such claims) that arises from or is in any way connected with a Service, and which is described in Rule 2.13.2, or which relates to (i) Securities held by CSCS for the Participant or (ii) any action taken or omitted by CSCS with respect to Securities held for the Participant at the time such action is taken or omitted. 
6.5.4. CSCS shall give to the Participant notice of any matter in which an indemnified person may require an indemnity from the Participant, and shall explain to the Participant how the indemnified claim is related to the Participant's obligation to indemnify. The indemnified person and the Participant shall co-operate fully with one another in the investigation, negotiation, settlement or defence of the indemnified claim. CSCS shall give the Participant an opportunity to contest the indemnified claim at the Participant's own expense provided that the Participant gives assurance (acceptable to CSCS in its sole discretion) of payment of any loss, damage, cost, expense, liability, award or claim that might be incurred by CSCS as a result of such proceeding. The Participant providing the indemnity shall have conduct of the litigation, provided that CSCS may choose at its own expense to be separately represented by its own counsel in such proceedings or to assume the conduct of the litigation. The Participant's obligation to indemnify CSCS shall not be affected by the fact that CSCS exercises its right to such representation or conduct of the litigation. 
6.5.5. The Participant or CSCS shall inform one another if either receives or proposes to make an offer of settlement with respect to an indemnified claim. If the Participant proposes to make or accept any settlement of an indemnified claim, it shall give notice to CSCS and CSCS shall either agree to accept the settlement or direct that the proceeding continue. If CSCS directs that the proceeding continue, CSCS shall not seek any indemnity from the Participant for the amount by which any final settlement or award exceeds the settlement amount proposed by the Participant. If CSCS proposes to make or accept any settlement of an indemnified claim, it shall give notice to the Participant and the Participant shall either agree to accept the settlement or direct that the proceeding continue. The Participant may direct that the proceeding continue only if it provides any additional assurance requested by CSCS in its sole discretion of payment of any loss, damage, cost, expense, liability, award or claim that might be incurred by CSCS as a result of such proceeding. If the Participant directs that the proceeding continue, the Participant shall be solely responsible for the amount by which any final settlement or award exceeds the settlement amount proposed by CSCS, in addition to its responsibility to indemnify CSCS with respect to the settlement amount. 
6.6. CSCS Liability and Indemnity
6.6.1. In no event shall CSCS be liable to any Person other than a Participant with respect to the operation of the Services (including any client or customer of a Participant, any Person on whose behalf a Participant was acting in any capacity, or any other Person claiming through or against such Persons). 
6.6.2. CSCS shall be liable to its Participants for any Participant Loss. A "Participant Loss" means any loss, damage, cost, expense, liability or claim suffered or incurred by a Participant, other than a Loss of Securities, which arises from a Participant's participation in a Service, but only to the extent such was caused or contributed to by any act or omission of CSCS or of any director, officer, employee, contractor or agent of CSCS done while acting in the course of office, employment or service or made possible by information or opportunities afforded by such office, employment or service. 
6.6.3. On request by a Participant, CSCS shall deliver to the Participant the Securities held by CSCS for the Participant as shown in the records of CSCS for the Participant's Securities Accounts. The obligation of CSCS to deliver Securities to a Participant is subject to the terms of issue of the Securities and to any restrictions, constraints or conditions on withdrawals imposed in accordance with the Rules, to the security interests granted pursuant to the Rules.
6.6.4. CSCS shall be liable to its Participants for a Loss of Securities, subject to the limitations set out in Rules 6.7 A "Loss of Securities" means any circumstance in which CSCS would be unable to deliver in accordance with the foregoing to all Participants all Securities held by CSCS for them, including: 
6. the theft, destruction or mysterious disappearance of any Securities held by CSCS; 
6. the determination that any Security is a Defective Security; or 
6. the determination that the registration of any Security in the name of CSCS, a Nominee, a Custodian or a nominee of a Custodian, is invalid, improper, defective, subject to any adverse claim or privilege or cannot be effectively and rightfully transferred. 
6.6.5. The maximum total amount payable by CSCS to all Participants for any Participant Loss or Loss of Securities shall be the net amount recovered by CSCS from its insurers or any other Person in respect of the Participant Loss or Loss of Securities. In the event of a Participant Loss or Loss of Securities, CSCS shall make a claim under any applicable policy of insurance and against any Person responsible for the Participant Loss or Loss of Securities, if CSCS considers it commercially reasonable to make such a claim. 
6.6.6. If the payment made by CSCS to Participants pursuant to Rule 6.6.5 is less than the amount required to make good the total Participant Loss or Loss of Securities suffered by Participants, then the Board of Directors in its absolute discretion may elect to allocate all or any portion of the retained earnings and contingency reserves of CSCS to make good all or part of the Participant Loss or Loss of Securities. The Board of Directors shall make such determination taking into consideration the best interests of CSCS and of all Participants, and the need to preserve the integrity of all the Services. If more than one Participant is affected by a Participant Loss or Loss of Securities, the net amount allocated by CSCS shall be allocated to each Participant in the same proportion that each Participant's own share of the Participant Loss or Loss of Securities is of the total Participant Loss or Loss of Securities. 
6.6.7. In the event of any Participant Loss or Loss of Securities, CSCS shall calculate each Participant's proportionate share of the total loss. The Board of Directors, acting reasonably in the best interest of CSCS and of Participants generally, shall fix the effective time on the effective date for the determination of the amount of the Participant Loss or Loss of Securities and for the calculation of proportionate shares. 
6.6.8. If more than one Participant is affected by a Participant Loss or Loss of Securities, the net amount recovered by CSCS shall be pro-rated so that the amount payable to each Participant shall be in the same proportion to the total amount payable to all Participants that each Participant's own Participant Loss or Loss of Securities is of the total Participant Loss or Loss of Securities. 
6.7. Exclusion of CSCS Liability 
6.7.1. CSCS shall not be liable to any Participant for any loss of opportunity, profit, market, goodwill, interest or use of money or Securities, or any other special, indirect or consequential loss, damage, cost, expense, liability or claim (in this Rule, a "consequential loss") suffered or incurred by any Participant arising from any Service, including a consequential loss arising from or associated with a Participant Loss or a Loss of Securities. CSCS shall not be liable to any Participant for any loss, damage, cost, expense, liability or claim suffered or incurred directly by a Participant and or where same loss, damage, cost, expense, liability or claim arises from any action taken by CSCS in accordance with a lawful direction given by a Regulatory Body having jurisdiction over CSCS. 
6.7.2. The amount payable by CSCS for any Participant Loss or Loss of Securities shall be limited to the amount payable pursuant to Rule 6.6.5 and shall not exceed that amount in any circumstances, including a Participant Loss or Loss of Securities arising from or in any way connected with a breach (including a fundamental breach) of the Legal Documents, or a Participant Loss or Loss of Securities arising from or in any way connected with any negligent or reckless act or omission of CSCS or any fraudulent, negligent, reckless or wilful act or omission of any director, officer, employee, agent or contractor of CSCS, whether or not the possibility of such Participant Loss or Loss of Securities was disclosed to or reasonably could have been foreseen by CSCS. 
6.8. Limitation of Liability of Individuals 
6.8.1. A nominee, or a partner, director, officer, employee or agent of CSCS, shall have no personal liability to a Participant for any act or omission in relation to the Services other than liability for a fraudulent act of the individual concerned. The foregoing exclusion of individuals' personal liability shall not affect CSCS's liability for a Participant Loss or a Loss of Securities. 
Rule 7 – Depository Services

7. DEPOSITORY SERVICES 

7.1
Service Description

7.1.1
General Provisions

The Depository Service is a Service provided by the CSCS by which the CSCS holds Securities on behalf of Participants. A Participant may deposit Securities into or withdraw Securities from CSCS and CSCS may accept Securities from a Participant for deposit, and credit the account of the Participant with the Securities it deposits. 
7.1.2
Holding of Securities

CSCS holds the Securities in the Depository Service on behalf of each Participant to whose Accounts such Securities are from time to time credited and subject to the instructions of that Participant.

7.2
Lodgment of Securities


7.2.1
Eligibility

Only Securities that CSCS has determined are eligible may be deposited into or held in the Depository Service. The CSCS may determine from time to time that a particular Security shall be ineligible for the Depository Service or for any Service.


7.2.2
Procedure for Deposit of Securities

7.2.2.1
Delivery of a Security to CSCS by a Participant shall be credited to the owner of the Security in the account of the Participant in CSCS. 

7.2.2.2 Participants may deliver Securities to or deposit Securities with CSCS (in the name and account of the Participant or in the name and for the account of theParticipant’s clients) on any Business Day and during such hours as may be prescribed by CSCS.

7.2.2.3 All Securities shall be in the form prescribed by CSCS from time to time. CSCS  Depository shall refuse to accept Securities if Securities are not lodged in the format specified by CSCS. 

7.2.2.4 Each Participant warrants to CSCS that all Securities delivered to or deposited with CSCS are valid, genuine and in good delivery form; neither the initial receipt by CSCS of such Securities nor the crediting of such receipt to the Participant’s nominated account position shall constitute a waiver of such warranty.

7.2.2.5 If CSCS determines at any time that Securities previously delivered by a Participant to CSCS were invalid, not genuine, or not in good delivery form, CSCS shall return such Securities to the Participant and adjust the Participant’s account position accordingly.

7.3 Creation of a Pledge

7.3.1
CSCS may also effect Pledges by a Participant of its Deposited Securities to a Pledgee or Pledgees and effect the release of such Pledges. CSCS may also deliver dividends, distributions, rights, securities, proxy material and other property or documents received by CSCS with respect to a Participant’s Deposited Securities or Pledged Securities. CSCS shall take steps, as requested by Participants, to effect requests to pledge Securities owned by Participants.

7.3.2 Procedure

7.3.2.1 The pledgor shall provide to the pledgee a letter authorizing the pledgee to collect the stock position of the pledgor. The pledgor shall provide the pledgee with a current statement of stock position issued by CSCS. The pledgee may request and CSCS may issue confirmation of the statement of shareholding issued to the pledgor by CSCS. 

7.3.2.2
A memorandum jointly signed by the parties requesting CSCS to place a lien on a specific quantity of shares, should be forwarded to CSCS (the “Joint Memorandum”). Additionally, an undated letter signed by the pledgor, authorizing the pledgee to sell the shares in the event of default at the expiration of the loan due date, must be given to the pledgee upon which CSCS would act when the pledgee so instructs.

7.3.2.2 The Joint Memorandum shall be registered at the Stamp Duties Office or sworn to before a Commissioner for Oaths in any Court of Law.

7.3.2.3 The Stock broking Firm in particular is required to expressly ascertain/confirm in writing that the pledgor is the genuine owner of the shares and that they have no objection on the lien placed on the shares by CSCS.

7.3.2.4 It is in the interest of the pledgee not to disburse funds until a letter advising lien placement has been received from CSCS

7.3.2.5 Upon the receipt of the executed Joint Memorandum and after the lien processing have been completed at CSCS, the shareholding of the pledgor shall be moved into a CSCS Reserved Lien Account with the interest of the pledgee noted. This would be communicated to the parties by CSCS
7.3.3 The provisions of Clause 7.3.2 are subject to the detailed terms of the Notes for Collateralization.

7.4 Margin/Joint Custody Account
7.4.1 
CSCS shall open and maintain one or more Margin Custody Accounts for Participants.
7.4.2
Opening and Operations of a Margin Custody Account.
7.4.2.1
The applicant for a Margin/Joint Custody Account shall complete an application form and mandate card, attach two (2) recent passport photographs of representatives duly authorized to operate the Margin Account, and submit the application to CSCS. The Settlement Bank name and cash settlement account number must be clearly stated on the form.

7.4.2.2
The mandate card should be duly completed by the creditor company/dealing member and/or its designated representatives who are authorized to give CSCS instructions on the operation of the account(s) and state clear Signing Instructions. 

7.4.2.3
An amount as determined by the CSCS from time to time, shall be payable to CSCS annually for the duration of the Margin/Joint Custody Account and must accompany the form on submission.
7.4.2.4
E-bonus shares credited into the Margin/Joint Custody Account during the pendency of a margin agreement shall not be included with already pledged shares kept in the Margin/Joint Custody Account.

7.4.3
Procedure for Transfer of Stock and Delinking
7.3.2.1
To effect a stock transfer and delinking, there must be a valid Margin/Joint Custody Account subsisting whilst the application is being made to CSCS.
7.3.2.2
The signatories to the instruction must conform to those on the subsisting mandate card issued to CSCS for adoption.

7.3.2.3
Counter party to the Margin/Joint Custody Account must be adequately notified either by attaching a consent letter or by copying the Counter party.

7.3.2.4
The stocks in a Margin/Custody Account can only be transferred to the source account, and the stocks to be transferred to the source account should not exceed total contribution Margin/Joint Custody Account.
7.3.2.5
In the event of a default the creditor may delink a Stock Broking firm and appoint another, the creditor shall inform the investor prior to such delinking.
7.4.4
Change of Signatories to a Margin/Joint Custody Account

7.3.4.1
The request letter must be signed by the authorized, existing signatories to the Margin/Joint Custody Account. Alternatively, a Board resolution from the creditor requesting for the mandate change could be submitted.
7.3.4.2
The Counterparty (ies) to the custody arrangement must be notified of the creditor’s intention to change the signatories on the mandate card.
7.3.4.3
The reverse side of each of the passport photographs on the proposed mandate card must be signed by the owners.
Rule 8 – Risk Management

8. RISK MANAGEMENT 

8.1. General Risk Management Principles 
CSCS may employ a variety of mechanisms to manage the risk of default by a Participant in the Services. Such mechanisms include: 

a) monitoring the status and activities of Participants; 

b) requesting reports and audits of Participants;

c) adoption by Participants of adequate internal controls;

d) the exercise of CSCS’ rights of retention and set off; 

e) the placing of a charge on a security or securities belonging to Participants ; 

f) the use of Lines of Credit to ensure payment of a suspended Participant's obligations; 

8.2. Monitoring of Participants 
8.2.1. In order to measure potential risks to CSCS and the Services, CSCS shall monitor the Transactions, Settlement obligations and activity in the system of that Participant. Acting in good faith and in accordance with the Rules, CSCS shall take steps to ensure the due performance by the Participant of its obligations to CSCS, when CSCS considers such action to be necessary to protect the interests of CSCS and to be in the best interest of all other Participants. In taking such steps, CSCS shall take into consideration any relevant information, including the financial stability or regulatory status of the Participant, the amount of its obligations to CSCS, the market volatility, liquidity, concentration or market float of any issue of Securities held by or to be delivered by or to the Participant, and any other factor that CSCS considers relevant. 
8.2.2. The steps CSCS may take in managing risk include: 
1. Establishing the context of the Risk

2. Identifying risks

3. Analyzing risks

4. Evaluating risks

5. Defining risk treatment strategies and controls

8.3. Reports and audits – Participant 
8.3.1. CSCS may determine the nature and type of reports, Accounts and Records, which a Participant shall maintain for the purpose of the requirements of the Rules. 
8.3.2. A Participant must, to the satisfaction of CSCS, introduce and maintain internal controls and procedures to ensure that the Securities Accounts held by it are audited on a regular basis. 
8.3.3. Every Participant must annually report to CSCS whether or not: 
8. the Participants’ internal controls and procedures, in so far as they relate to the Business of the Participant, provide reasonable assurance as to the integrity and reliability of the accounts; 
8. the audit procedures and internal controls and procedures are based on established policies and procedures and are implemented by trained and skilled personnel; 
8. the adherence to the implemented internal controls and procedures is continuously monitored by the Participant;
8. the Participant complies with the requirements of the Rules regarding maintenance of Securities Accounts;
8. the Participant is maintaining high ethical standards, thereby ensuring that the business of the Participant is conducted in a manner which is above reproach. 
8.3.4. The Participants must submit the report required in terms of Rule [8.3.3] within 90 (ninety) calendar days after the financial year-end of the Participant. 
8.3.5. A Participant must report any material malfunction in the functioning of the aforementioned controls, procedures and systems to CSCS as soon as reasonably possible after it has come to the directors' or officers’ of the Participant’s attention. 
8.3.6. CSCS reserves the right to undertake an on-site inspection or audit to enable it satisfy itself that the Participant has the necessary internal controls and procedures in place and is actively monitoring same

8.3.7. A Participant must conduct a full Disaster Recovery test bi-annually on its relevant internal systems and related infrastructure and report to CSCS within 30 days after the test the results of such test. 
8.3.8. A Participant must advise CSCS in writing of any material change to its shareholding or corporate structure that is likely to affect the risk profile of the Participant.
8.4. Internal Control
8.4.1
The internal controls and procedures of the Participant must be designed to ensure that: 
8. the Business of the Participant can be carried on in an orderly and efficient manner; 
8. the financial and other information used or provided by the Participant is reliable; 
8. all transactions and commitments entered into by the Participant in so far as they relate to the Business of the Participant are recorded as prescribed by the Act, Rules and Master Terms and are within the scope of authority of the Participant and of the officer or employee acting on its behalf; 
8. there are procedures to safeguard and segregate the Participant’s assets and assets belonging to other persons to which the Participant is accountable, and to control liabilities; 
8. there are measures in place to detect, identify and mitigate the risk of losses to the Participant and its Clients from any irregularity, fraud or error in terms of the Act, Rules and Master Terms; 
8. on a daily basis the Client’s Records of the aggregate quantity of the Securities of each class and type of Securities held by it are the same as those held by the Participant on their behalf; and 
8. on a daily basis, the Participant’s Records of the aggregate quantity of the Securities of each class and type held by it are the same as those held by CSCS on its behalf. 
8.5. Risk Management
8.5.1. A Participant must adopt sound risk management principles and procedures and be able to describe and demonstrate the objectives and operation of these in the manner set out in this Rule 8.5. 
8.5.2. The principles and procedures of risk management must be designed to enable the Participant to: 
a) identify, quantify, control and manage its risk; 
b) make timely and informed Business decisions in regard to the identified risks; 
c) monitor the performance and all aspects of its Business; and 
d) monitor its capital to ensure compliance with the capital adequacy requirement and other requirements imposed in terms of the Rules and Directives.
8.6. A Participant must be able to describe and demonstrate the objectives and operation of its internal controls and procedures and risk management to CSCS. 
8.7. Compliance Officer 
8.7.1. A Participant must appoint compliance officers as stipulated by the Master Terms to ensure compliance with the provisions of the Act, Rules and Directives. The Participants must notify CSCS of such appointment and of any changes that shall be subsequently made thereof.
8.7.2. A compliance officer must: 
a) pass the compliance officer examination and fulfill any further requirements stipulated by Master Terms; 
b) immediately report to the senior management of the Participant any apparent breach by the Participant, its officers and employees, of the provisions of the Act, Rules and Master Terms; 
c) immediately report to the senior management of the Participant any discrepancy or irregularity detected in terms of the Rules and Master Terms and any other issue considered by the compliance officer to be irregular; 
d) if the Participant fails to rectify the breach, discrepancy or irregularity reported to it in terms of Rules 8.7.2 (b) and (c) within 24 (twenty four) hours, the directors of the Participant or, failing the directors, the compliance officer, must report the breach, discrepancy and or irregularity to CSCS, which report shall include a description of any action taken by the Participant to rectify the breach, discrepancy or irregularity; 
e) submit a bi-annual report signed by the chief executive officer or designated officer of the Participant and the compliance officer, relating to the Business of the Participant which indicates any material problems that the directors or compliance officer have experienced during the preceding 6 (six) months and how these have been or are to be addressed. The report must include a disclosure and analysis of the impact on the solvency of the company of any material problems or losses experienced, risk management, internal controls and procedures implemented to mitigate the risks introduced, as well as any material claims of which the directors or compliance officer are aware. 
8.7.3. The primary functions of the compliance officer are to: 
a) review the daily monitoring, controlling and reconciling of the Securities Accounts of the Participant; 
b) review on a daily basis, that the total of the balances of the Securities Accounts held for all Clients for each class and type of Securities held by the Participant agree with the aggregate amount for those Securities reflected in the Records of the Participant; 
c) review on a daily basis, that the Participant Records of the aggregate quantity of the Securities of each class and type held by it are the same as those held by CSCS on its behalf; 
d) review the effectiveness of the internal controls and risk management procedures; 
e) monitor that the Client mandates referred to in Rule 2.14 are in place; and 
f) monitor the compliance by the Participant of all Rules and Master Terms. 
8.7.4. Except where CSCS may otherwise determine, a Participant must not carry on Business for more than 3 (three) months in any continuous period of twelve months unless such Participant has appointed a compliance officer in terms of the Rules. 
8.7.5. In the absence of a duly appointed compliance officer or where a compliance officer post has become vacant, a temporary compliance officer must be appointed for a period not longer than 3 (three) months. 
8.8. Security measures and controls 
8.8.1. A Participant must take all reasonable security measures, including establishing and maintaining such procedures as may be necessary or expedient, to protect information, data, Records, certificates, documents of title and other documents relating to Clients, and in particular, relating to their Securities Accounts, against any unauthorised access, alteration, destruction or disclosure. Without limiting the generality of the aforegoing the Participant must ensure that: 
a) a formal security clearance programme for all staff and contract personnel, including a confidentiality agreement, is in place;
b) it has the necessary security systems to protect against the inappropriate or unauthorised access of its hardware, software and related procedures;
c) it maintains adequate information security according to the standards specified by CSCS Information Technology Department and ensure that it informs CSCS immediately in the event of a breach; 
d) a documented security manual for standards and practices is compiled and enforced by the Participant; 
e) it adequately secures its physical premises and ensures that those responsible for this function report to a senior official of the Participant; and 
f) adequate segregation of duties of staff members exist to prevent unauthorised transfers between Clients’ Securities Accounts.
Rule 9 – Governance Arrangements

9.  GOVERNANCE ARRANGEMENTS 

9.1. Amendments to Rules
9.1.1. CSCS may amend the Rules periodically after consultation with Participants and Participants will be notified in writing of any amendment to the Rules before implementation of any changes.
9.1.2. Participants may submit proposals for changes in the Rules. Such proposals should fully describe the purpose and benefit of the change being proposed and should be delivered to the CSCS. CSCS will consider the proposal and determine the acceptability or otherwise of proposals to change the rules. 
9.1.3. Board approval is required to effect any amendment to the Rules.
9.2. Disputes between Participants
9.2.1. The Participants agree that every effort shall be made to resolve amicably by direct negotiation, any disagreement or dispute arising between them under or in connection with these Rules.
9.2.2. Where attempts at direct negotiation have been unsuccessful, notification of intent to dispute must be sent to the other participant and the CSCS setting out a full description of the matters in dispute within fourteen (14) days of such intention arising.
9.2.3. The Chief Executive Officer of the participants must personally or through nominees attempt to resolve the dispute, on the basis that the participants wish to retain an ongoing relationship. If the Chief Executive Officers, or their nominees, are unable to resolve any dispute within fourteen (14) days of the notice or any other time frame as the Participants may agree, then either participant may give notice to the other participant that the matter is not resolved and that participant shall refer the dispute to arbitration before a single arbitrator in accordance with the Arbitration and Conciliation Act or any statutory modification or re-enactment thereof for the time being in force. The Arbitrator shall be appointed by the Director General of the Commission. The decision of such arbitrator shall be final and binding on the Parties. 
9.2.4. The Participants shall bear the cost of Arbitration equally between them.
9.2.5. Notwithstanding the provisions of this Rule 9.2, the Particpants undertake in good faith to continue to operate and perform their respective obligations under this Rules and the Master Terms during the course of a dispute.
9.3. Law and Jurisdiction
The Rules and Master Terms shall be governed by and construed in accordance with the Laws of the Federal Republic of Nigeria.
9.4. Severability
In the event that any one or more of the terms and conditions contained in these Rules shall be determined invalid, unlawful or unenforceable in any respect, then such term(s) or condition(s) shall be severed from the remaining terms and conditions which shall continue to be valid and enforceable to the fullest extent permitted by law.
9.5. Notices
Any notice, request or other communication required or desired to be given or made pursuant to these Rules shall be in writing and shall be considered to have been made when the relevant document is delivered to the addressee, unless the parties otherwise agree in writing. Notices to the CSCS should be addressed to:

C/o The Company Secretary/ Legal Adviser

Central Securities Clearing System Plc
Stock Exchange House 

2/4 Customs Street

Marina

Lagos

[.]

9.6. Appeal to Board of Directors 
9.6.1. Save for actions regarding an appeal for suspension contained in Clauses 2.8.9 – 2.8.15, a Participant who disagrees with any action taken by CSCS pursuant to the Rules, other than an action taken by the Board of Directors, may appeal to the Board Committee by delivering to CSCS within 10 days of the action a notice in writing specifying the action under appeal and the reason for the appeal. 
9.6.2. The Board Committee shall consider the appeal within 30 days of receipt of the notice of appeal, and shall provide the Participant with an opportunity to make submissions in writing or in person. The Board Committee shall give notice to the Participant of its decision within a reasonable time after hearing the appeal, and shall at the request of the Participant provide its decision in writing. 
9.6.3. The Participant may appeal the decision of the Board Committee to the Board of Directors by delivering to CSCS, within 10 days of notice of the decision, a further notice specifying the reason for the appeal. The Board of Directors shall consider the appeal within 30 days of receipt of the notice of appeal, and shall provide the Participant with an opportunity to make submissions in writing or in person. 
9.6.4. The Board of Directors shall give notice to the Participant of its decision within a reasonable time after hearing the appeal, and shall at the request of the Participant provide its decision in writing. The decision of the Board of Directors with respect to an appeal shall be final subject to any review by the Commission pursuant to Rule 9.7
9.7. Review by Securities Commission 
The Commission has authorized CSCS to carry on the Services and operate the CSCS System pursuant to the Investments and Securities Act and has designated CSCS as a recognized Central Securities Depository Agency pursuant to the Act. Participants and applicants for participation have the rights set out in the Act, SEC Rules and in any other Acts that may apply to CSCS from time to time, to request a review of actions taken by CSCS and of decisions of the Board of Directors. 
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