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Checklist for assessing readiness for the use of Shanghai-Hong Kong Stock
Connect and Shenzhen-Hong Kong Stock Connect
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This Checklist aims to provide guidance to Exchange Participants and Clearing Participants (together,
“Participants”) who wish to apply for registration to use Shanghai-Hong Kong Stock Connect and
Shenzhen-Hong Kong Stock Connect to assess their operational readiness. As Participants have different
operational models, this checklist is not exhaustive. Participants should consider their own needs and
operational structure to assess their readiness in the use of Shanghai-Hong Kong Stock Connect and
Shenzhen-Hong Kong Stock Connect.
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Unless otherwise stated, capitalised terms used in this checklist have the same meanings as used in the
Explanatory Notes for Registration for the Use of Shanghai-Hong Kong Stock Connect and
Shenzhen-Hong Kong Stock Connect.
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For Exchange Participants who apply for registration to use the Trading Link
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Apply for and install a China Connect Central Gateway for the trading of China Connect Securities
through the use of the Trading Link.
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Ensure that all relevant systems and procedures (including the following) are ready for the trading of
China Connect Securities through the use of the Trading Link:
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ability to input 6 digit stock codes;
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restriction on the trading of certain China Connect Securities by certain clients;
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prohibition of day trading and naked short selling of China Connect Securities;
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Broker Supplied System (BSS);
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order management system;
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order routing system;
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trading system (including online trading system);
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market quotes and information system;
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credit and risk checking system; and
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communication channels with clients (e.g. websites, IVRS, SMS and mobile phone
applications).
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Have procedures in place to trade China Connect Securities.
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Successfully complete simulator test, end to end test and market rehearsals.
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Ensure employees (e.g. account executives) fully understand the relevant rules prescribed by SEHK
and the relevant China Connect Market Operator in relation to the trading of China Connect
Securities through the use of the Trading Link (including the need to provide information such as
client information in Chinese when required).
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Review and update procedures on issuing client documents (e.g. contract notes, trade confirmations
and monthly statements) for trading China Connect Securities through the use of the Trading Link.
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Amend client agreements in relation to the trading of China Connect Securities through the use of
the Trading Link if necessary.
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Inform clients of relevant policies, procedures, risk management measures and restrictions in trading



China Connect Securities through the use of the Trading Link, in particular, prohibition of day
trading and naked short selling of China Connect Securities, shareholding restrictions applicable to
foreign investors and the fact that issuers of the China Connect Securities publish corporate
documents in Simplified Chinese only.
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Maintain participantship with HKSCC as a Direct Clearing Participant or a General Clearing
Participant or appoint a General Clearing Participant which has applied for registration with HKSCC
for the use of the Clearing Link and make amendments to the clearing agreement entered into with
such General Clearing Participant, if necessary.
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Assess if your firm’s systems will need to be upgraded to apply different risk management measures
on your clients for China Connect Securities trades.

O SRR A Arhe B & 0 RGeS Sy -

Provide appropriate undertakings and further confirmations as may be required by SEHK.
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Comply with relevant rules, regulations and procedures of SEHK relating to Shanghai-Hong Kong
Stock Connect and Shenzhen-Hong Kong Stock Connect and all applicable laws, as in force from
time to time.
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Comply with such requirements as may be required by relevant regulators.
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For Clearing Participants who apply for registration to use the Clearing Link
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Ensure that all relevant systems (e.g. clearing and settlement, accounting and billing systems) are
capable of handling transactions involving China Connect Securities.
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Review other back-office systems and internal procedures that are specific to your firm to prepare for
clearing and settlement of transactions involving China Connect Securities.
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Check whether amendments are required to the client agreements regarding your internal procedures
and policies on clearing and settlement of transactions involving China Connect Securities.
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Open a RMB bank account and execute the proper authorisation to designate the account for CCASS
money settlement.
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Confirm that you have designated one RMB bank account with one of the Designhated Banks for
CCASS Non-Investor Participants (as such terms are defined in the General Rules of CCASS) which
has established settlement capabilities via Real Time Gross Settlement System (RTGS) operated by
Hong Kong Interbank Clearing Limited and which is able to execute RMB CHATS Payment
Instructions (CPIs) to settle on your behalf with HKSCC during business days in Hong Kong when
transactions in China Connect Securities can be made (including Intra-day Mainland Settlement
Deposit).
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Confirm that you have submitted “Standing Instruction for Settlement of Intra-day Marks, Intra-day
Margin and Intra-day Mainland Settlement Deposit by CHATS Payment Instruction (CPI) Form
(CCASS-Form 73)” to authorize HKSCC to collect the Intra-day Mainland Settlement Deposit by
CPlIs.
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Check your clients who wish to trade China Connect Securities that they have RMB bank accounts
for settlement and for receiving RMB entitlements (e.g. cash dividend) and if they do not have any
RMB bank accounts, have procedures in place to handle the RMB conversion for them.
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Check and agree with your custodians (if relevant) the procedures to handle the transfer of China
Connect Securities.
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Successfully complete internal system tests.
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Pay RMB200,000 being the minimum amount of Mainland Security Deposit for risk management
purpose.
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Assess if your firm’s systems will need to be upgraded to apply different risk management measures
on your clients for China Connect Securities trades.
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Provide appropriate undertakings and further confirmations as may be required by HKSCC
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Comply with relevant rules, regulations and procedures of HKSCC relating to Shanghai-Hong Kong
Stock Connect and Shenzhen-Hong Kong Stock Connect and all applicable laws, as in force from



time to time.
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Comply with such requirements as may be required by relevant regulators.



