
 

  

 

 

 

 

LSTA Revises Delayed Compensation Regime for Par/Near Par Trades 
 

The Loan Syndications and Trading Association (the “LSTA”) recently finalised a shift in the delayed 

compensation regime for par/near par trades.  The intent of this shift is to improve settlement times by 

altering the rules regarding whether a party is entitled to receive delayed compensation.  Under the 

current “no fault” regime, buyers receive delayed compensation for par/near par trades for any settlement 

delay beyond seven business days after the trade date (“T+7”). Through a two phased roll out, this “no 

fault” standard will be converted to a “requirements based” approach, whereby the buyer will need to 

meet certain requirements in order to receive delayed compensation for regular par/near par trades.  

Subject to certain exceptions as set forth below, the buyer must execute the Trade Confirmation and 

Assignment Agreement by T+6, select a settlement date of T+7 or earlier and be financially able to settle 

the trade without interruption until the settlement date (collectively, the “Basic Requirements”).  

 

Beginning on September 1
st
, 2016, if a buyer does not meet the Basic Requirements for a trade by T+6, 

then the buyer will forfeit all delayed compensation with respect to such trade.  Nevertheless, the buyer 

will still be entitled to receive delayed compensation if any exceptions to the Basic Requirements are 

applicable.  In particular, if the buyer has requested, but not received KYC information from the seller, 

then the buyer may receive delayed compensation despite not signing the Trade Confirmation and 

Assignment Agreement by T+6.  Similarly, in the event that the buyer does not pay the purchase price on 

time due to calculation error, the buyer can still receive delayed compensation; provided that the buyer 

has given the seller advance notice detailing such calculation error and has otherwise fulfilled the Basic 

Requirements.  Other exceptions relate to, among others, force majeure (with respect to electronically 

settled trades), material error in the Assignment Agreement, certain CLOs and delays in obtaining 

borrower consent. Furthermore, during the period from September 1
st
 until November 1

st 
 (the “Phase One 

Period”), buyers will not penalised for any delay between when the agent is ready to process the trade and 

when the buyer is ready to actually fund such trade (the “lead time”) that is designated via an electronic 

settlement platform. 

 

Once phase two begins on November 1
st
, there will be a few key changes from the Phase One Period.  

Most importantly, the Basic Requirements must be met by T+5 (instead of T+6).  Additionally, buyers 

will only be able to designate a maximum lead time of one business day.  The effective date of the trade 

will then be determined by considering both the lead time designated by the buyer and the time when the 

agent signs the Assignment Agreement. 

 

If the agent executes the Assignment Agreement on or before 11:00 AM (EST) and the buyer does not 

have a lead time, the effective date will be the same day.  However, if the buyer does have a one business 

day lead time in the scenario above, then the effective date will be the next business day and the buyer 

will forfeit the delayed compensation relating to that one business day of lead time.  If the agent does not 

meet this 11:00 AM deadline, but does execute the Assignment Agreement by 6:00 PM, then the effective 

date will be the next business day (regardless of whether the buyer designated a lead time) and the buyer 

will not lose any delayed compensation.  Finally, in the event that the agent executes the Assignment 

Agreement after 6:00 PM, the trade will be effective on the next business day if the buyer does not have a 

lead time.  Conversely, if the buyer does have a one business day lead time in this situation, then the 

effective date will be two business days after the agent executes the Assignment Agreement, and the 

buyer again loses the delayed compensation with respect to the one business day of lead time. 
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Overall, by reducing settlement times for par/near par trades, market liquidity will be improved.  Through 

this shift in the delayed compensation regime, the LSTA is incentivising both buyers and sellers in order 

to achieve this desired goal.    


