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	SUPPORT FOR THE USE OF ELECTRONIC SILO CERTIFICATES

With reference to APD Notice A366 dated 15 January 2004 and following the meeting held on the 28 January 2004 to discuss the use of electronic silo receipts (ESC), the JSE requires written confirmation from any members or clients NOT supporting the initiative.   

The meeting addressed the structure of the new system together with the complete process overview to illustrate the systems in place. The two sponsors together with the potential users were also noted. The powerpoint presentation by ESC is attached to this notice for more detail.

For additional details and answers to frequently asked questions regarding electronic silo receipts members can also consult www.silocerts.co.za. The costing and pricing was also discussed in detail and members must be fully aware of the costs associated with the use of ESC.

To recap; every time a ESC receipt is transferred electronically as part of the delivery procedure in completion of a Safex Futures Contract a charge of 50 cents (excl VAT) /ton up to a maximum of 1,000 tons per receipt will be levied. The maximum cost for the transfer of one receipt will therefore be R500.00 (excl VAT), with the transfer on the base 100 ton lot being costed at R50.00 (excl VAT). The cap is only applicable to deliveries done through Safex in completion of a futures contract.  There is currently no cap envisaged in the physical market, although the possibility of introducing a cap has been offered by ESC. The seller (deliverer on the JSE) and buyer (the delivered on the JSE) will each pay the transaction cost each time use is made of the system and the costs will attach to the certificate. The existing market origination cost of approximately R1.30 per ton (excl VAT) on a hard copy paper receipt will change to 65c/t (excl VAT) on the creation and on the final closure of an electronic certificate, with such administration costs being for the benefit of the silo owners. Should any electronic silo receipts be required to be split in the physical market an additional 65 cents (excl VAT)/ton creation and origination cost will be charged by the silo owner to cover the administrative costs, as currently applies to paper certificates split. The existing costly process of stock confirmations and related queries under the paper environment will be redundant under an electronic environment.

The current JSE delivery fees will continue to apply.

A practical and very elementary example of the potential costs for different individual users of the system:

The producer or requester of an electronic silo cert will pay 65c/t on request of a ESC electronic receipt to the silo owner (in addition to handling fees in and out). If the producer (or initial requester) delivers the receipt onto Safex in completion of a futures contract, a fee of R50c/t (to a maximum of 1000 t per receipt) will be levied. The total cost therefore R1.15/t . If the producer sells the product to a trader in the cash market, the producer will pay 50c/t and the trader will pay 50c/t when taking ownership of the receipt. Delivery on Safex will be another 50c/t for the trader.  Total cost to the trader in this scenario is R1.00pt.

The allocated long position holder taking delivery on Safex will be charged 50c/t for the change of ownership.  

When the electronic receipt is tendered for out loading and cancelled, a fee of 65c/t charged by the silo owner. Total cost is R1.15pt.  

Please note that this means that the receiver of an ESC is subject to a cost that is not levied on a hard copy paper receipt.  We are in the process of addressing this to ensure that the receipt of delivery on the futures market remains consistent across ESC’s and paper receipts.

The above does not include costs to split receipts or the conversion costs to paper. All costs associated with the receipt will be discounted and paid once the receipt is presented for outloading..

For the JSE to implement the use of electronic silo receipts, the contract specifications will be changed accordingly to accommodate delivery via electronic silo receipts. All other changes will be made within the normal delivery procedures and all members and clients making use of physical delivery through Safex will be registered as clients of ESC. 

A fundamental difference will be the additional costs associated with making and taking delivery via electronic silo receipts. Should the JSE go ahead and support the use of ESC, all long position holders taking delivery will randomly be allocated either paper or electronic silo receipts. No position holder will be able to specify the type of delivery except in the case of EFP’s.

Members are requested to consult with all their clients and ensure they are fully aware of the cost structure associated with electronic silo receipts. Members may also be required to assist clients who do not have access to transfer electronic silo receipts. All members or client who are apposed to the implementation and use of electronic silo receipts as a possible alternative for delivery on the futures market, are requested to indicate so in writing no later than end of business on Thursday 17 February 2004.  Replies can be sent to fax 011 520 7558 or emailed to chriss@jse.co.za.

Please direct any queries to Chris Sturgess (011 520 7299) 

Confirmation of the final decision will be circulated via an official notice.
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