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DISCLAIMER

The information contained in this document is for general informational purposes only and does not constitute an offer, solicitation or recommendation to

buy or sell any securities, futures contracts or to provide any investment advice or service of any kind. This document is not directed at, and is not intended

for distribution to or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation or which
would subject Hong Kong Exchanges and Clearing Limited (“HKEX”), The Stock Exchange of Hong Kong Limited (“SEHK”), Hong Kong Futures Exchange
Limited (“HKFE”), HKFE Clearing Corporation Limited (“HKCC”), Hong Kong Securities Clearing Company Limited (‘HKSCC”), Shenzhen Stock Exchange
(“SZSE”), Shanghai Stock Exchange (“SSE”) and China Securities Depository and Clearing Corporation Limited (“ChinaClear”) (together, the “Entities”, each an
“Entity”), or any of their affiliates, or any of the companies that they operate, to any registration requirement within such jurisdiction or country.

No section or clause in this document may be regarded as creating any obligation on the part of any of the Entities. Rights and obligations with regard to the
trading, clearing and settlement of any securities or futures contracts effected on the SZSE, SSE, SEHK or HKFE, including through the Shenzhen-Hong Kong
Stock Connect or the Shanghai-Hong Kong Stock Connect (together “Stock Connect”), shall depend solely on the applicable rules of the relevant exchanges
and clearing houses, as well as the applicable laws, rules and regulations of Mainland China and Hong Kong. Where this document refers to the trading of
securities through the Stock Connect, the applicable SEHK rules and Hong Kong and Mainland China regulations shall apply. Currently, access to northbound
trading is only available to intermediaries licensed or regulated in Hong Kong; southbound trading is only available to intermediaries licensed or regulated in
Mainland China. Direct access to the Stock Connect is not available outside Hong Kong and Mainland China.

Although the information contained in this document is obtained or compiled from sources believed to be reliable, none of the Entities guarantee the
accuracy, validity, timeliness or completeness of the information or data for any particular purpose, and the Entities and the companies that they operate
shall not accept any responsibility for, or be liable for, errors, omissions or other inaccuracies in the information or for the consequences thereof. The
information set out in this document is provided on an “as is” and “as available” basis and may be amended or changed in the course of implementation of
Stock Connect. It is not a substitute for professional advice which takes account of your specific circumstances and nothing in this document constitutes legal
advice. None of the Entitles shall be responsible or liable for any loss or damage, directly or indirectly, arising from the use of or reliance upon any
information provided in this document or the presentation given.
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Master

SPSA Overview

Where are we now on Special Segregated Account (SPSA)?

SPSA

Introduced in 2015,
SPSA brings “best
execution” and

tighter risk-control Brokers

72 2 Sub-custodian
into Stock Connect to executing brokers prior to a sale Eligible Banks

v Pre-trade checks designed to prevent overselling positions
(China is a “no-fail” market)

Removing the need to transfer shares

TOTAL NUMBER OF SPSA OPENED IN CCASS

12,000
10,000
8,000
6,000
p SPSA accounts ~+293% Growth, additional 7,429
i t
4,000 accounts since 1%tof Jan 2018
2,000
p 10,182 SPSA accounts as of 21stMarch 2020
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Source: HKEX

* Data as of 27 March 2020



Master SPSA Overview
Why is it being offered?

Today’s SPSA set-up Challenges

Potential fund manager’s conflict of interest

Fund manager with multiple SPSAs set-up at _ _
»  across multiple levels of SPSA working trade

fund level _
orders on best execution
Fund manager’s trade allocation at each Lacks efficient aggregate trade order
SPSA across multiple brokers > allocation at fund manager level
Broker provided solution of aggregate order Fiduciary responsibility clarity and limited
>

entry for average pricing execution order management operation scalability

Source: HKEX 5



Master SPSA Overview !

What are key benefits?

Enhanced optional mechanism under the existing stock connect framework to
> allow pre-trade checking of sell orders for fund managers at an aggregate level
for operational efficiencies

> Maintain the same post-trade settlement processes at the individual SPSA
level for consistency

Solution to challenges in handling average price executions - a key
requirement for best execution - and the need to split one aggregate sell order into
multiple sell orders at the individual fund level

Master SPSA service allows aggregation of orders for optimum average pricing execution operation




Master SPSA Overview

What are key points for applicants?

Application must be submitted directly to HKEX

Master SPSA Holder must abide by the Terms and Conditions of the Services

Pre-trade checking at aggregate level on sell orders*

Leverages existing system / infrastructure

Same post-trade processes with HKSCC on SPSA

Shareholdings remain in mapped SPSA until settlement processes initiate under settlement
instruction (SI)

Master SPSA Holders needs to coordinate through their network of market participants including

custodians and/or CCEPs

Source: HKEX 7
* Master SPSA pre-trade checking function is applied to sell orders only. Buy-trade is available for record purposes as a choice option



Master SPSA Overview

What are considerations for applicants?

T & C*FULL
Wh at are'key . COMPLIANCE
considerations” NO EXCEPTIONS
Do you need it? Scalability benefit?

. Pre-trade allocation
Can you use It? is required

Application, T&C,
FAQ, Rules and
Webcorner**

Application
submission directly
to HKEX

Business
Considerations?

BCAN at Fund
Manager level

Master SPSA
mapping strategy

Selection of CCEP
(broker) choice

Operational
Capabilities?

Reach out to your
service provider for
further questions

Source: HKEX / to be launched in 1H 2020 subject to SFC regulatory approval
* T&C: Terms and Conditions for Master SPSA Application
** HKEX Master SPSA Webcorner: (Click Here)



https://www.hkex.com.hk/Mutual-Market/Stock-Connect/Reference-Materials/Master-SPSA-Service?sc_lang=en

Master SPSA Service

Eligibility and SPSA Mapping
» Fund managers to submit application to be a Master SPSA Holder

» Eligibility of an eligible Master SPSA Holder:

v Shall abide by the Terms and Conditions of the Services for Master SPSA Holder
v/ Has at least 2 or more SPSAs set-up already
v/ Has already had CCEP has set-up fund manager level BCAN (Broker-to-Client Assigned Number)

» A Master SPSA ID*(6-digit ID) will be assigned to a Master SPSA Holder after successful application

» Master SPSA ID — SPSA Mapping:

v’ Master SPSA Holder must map at least 2 or more SPSAs (under different custodians) to the 1 assigned
Master SPSAID

v/ Each SPSA can only be mapped to 1 Master SPSA ID
v/ No maximum of SPSAs mapping to a Master SPSA ID

Custodian X TSPSA1 e SPSA, iSPSA3 *SPSA,

<
| |
(CUSIOGaNY] ~spsa, Lspsa. ssea, bsesa

Master SPSA ID
(|:|\/| |D) > e.g. 991234

Fund Manager A

1- Same format as the unique 6-digit SPSA ID assigned by CCASS for each SPSA o]



Master SPSA Service

Sellable Balance for Pre-Trade Checking

» Fund managers A has 8 SPSAs with 2 custodians

» Fund manager maps 4 of the SPSAs (1,3,6,8) to the Master SPSA ID 991234

» Upon initiation of Master SPSA service, the sellable balance for pre-trade checking at the SPSAID

becomes ZERO and no sell orders allowed using the SPSA ID anymore

_ SPSA, SPSA, SPSA, SPSA,
CUStOd lan X ® 10 lots of ® 10 lots of ® 10 lots of ® 10 lots of
Stock X Stock X Stock X
SPSA, SPSA, SPSA,  SPSA,
® 10 lots of ® 10 lots of ® 10 lots of ® 10 lots of
Stock X Stock X Stock X
Fund Manager A Start using Master SPSA Service §
. SPSA SPSA SPSA SPSA
v CUStOdlan X .}Q—Ietsefl .10Iotsof2 ® ° .10 Iotsof4
StockX StockX Stock X
Master SPSA ID <
e.g. 991234 | |
SPSA, lspsA,  sPSA, IsPsA,
40 lots of Stock X ® 10lotsof  ® 104etsof ® 10 Iots of ® 1040tsof
Stock X Stock X Stock X

The aggregation of sellable balance is for pre-trade checking of sell orders only

Actual stockholdings remain in SPSA IN CCASS

10



Master SPSA Service

CCEP Mapping

» Master SPSA — CCEP Mapping:

For each Master SPSA, a maximum of 20 CCEPs can be assigned as designated executing brokers

Master SPSA Holder must ensure that only those CCEPs who have set-up fund manager level BCAN
can be designated

Master SPSA ID’s designated CCEPs can be different from the underlying SPSA's designated CCEPs

If no CCEPs being designated to the Master SPSA ID, there will be no aggregation of sellable balance,
I.e. the sellable balances remain at the SPSA level

Master SPSA ID
e.g. 991234

11



Master SPSA Service

Day-begin Sellable Balance Report
» Day-Begin Sellable Balance Report for Master SPSA Holdersonly

> Available on every CSC trading day at 9:15am

> Report will be kept in the server for 10 calendar days after generation (no regeneration request will be accepted)

A ] (= D E F G .

1 |Master SPSA ID Market Code CSC Stock Code CCASS Stock Code Master SPSA Sellable Balance SPSAID SPSA Sellable Balance Fl el d Nam e Rem arks
2 299514 ASHR 600000 90000 3000000 202461 1000000
3 233514 ASHR 600000 30000 3000000 302427 1000000 Master SPSA ID 6 digit unique identification
4 299514 ASHR 600000 90000 3000000 502695 1000000 number of the Master SPSA
5 799514 ASHR 600002 90002 2000000 202451 2000000
6 299514 ASHR 600005 90005 2045000 202461 995000 . , .
7 299514 ASHR 500005 30005 2045000 502695 1050000 Market Code ASHR” for Shanghai or
a 299514 ASHR 600006 90006 3035000 202461 1000000 “ASZR” for Shenzhen
g 799514 ASHR 600006 30006 3035000 302427 1000000
10 299514 ASHR 600006 90006 3035000 502695 1035000 . _
1 299514 ASHR 600008 90008 65000 202461 30000 CSC Stock Code Respectlve stock codes in system
12 299514 ASHR 600008 90008 65000 502655 35000 }
13| 299514 ASHR 688010 30010 3000000 202451 1000000
14 299514 ASHR 683010 30010 3000000) 302427 1600000 CCASS Stock Code Respective stock codes in system
15 | 299514 ASHR 688010 30010 3000000 502695 1000000
15 299514 ASZR 8 70008 65000 202451 30000
17 | 299514 ASZR 8 70008 65000 502695 35000 Master SPSA ID Aggregated sellable balance of all
18 299514 ASZR 12 70012 2045000 202461 995000 Sellable Balance SPSAs
19| 299514 ASZR 12 70012 2045000 502695 1050000
0 299514 ASZR 46 70046 3000000 202461 1000000 . . . .
21 99514 ASZR a6 70046 3000000 302427 1000000 SPSA ID 6 digit unique identification

99514 ASZR 46 70045 3000000 502595 1000000 number of the SPSA

99514 ASZR 400 70400 3000000 202461 1000000
= e - e > e - SPSA ID Sellable balance of each SPSA

csv e Co— o o oo Solaple Balance

1 — Sample Report 12



Master SPSA Service

Pre-trade Allocation

» Abreakdown of the sell quantity per SPSA provided by the Master SPSA Holder to CCEPs prior to
trade

» Should a sell trade of a Master SPSA Holder fail to be settled and where the short CCCP does not
possess other source of information to identify the relevant SPSAs, pre-trade allocation information
can be used as a reference to determine which SPSA(s) should be used for the sellable balance
adjustment

CCEPs should note that there may be infrastructure/network capacity impact in

order to receive the pre-allocation information from their clients

13



Master SPSA Service

SPSA Delivery Failure

> In cases of SPSA Delivery Failure, CCCP(s) are required to perform sellable balance adjustments
» This is the SAME as the existing process (to submit the Sellable Balance Adjustment Request)

However, in cases of SPSA Delivery Failure and where the Master SPSA Holder fails to instruct the

>
CCCP regarding which SPSA to perform the sellable balance adjustment on, then:

HKSCC has the discretion to reduce the sellable balance of a stock respect to the

SPSA delivery failure, or all stocks under a Master SPSA ID to ZERO, for next

trading day

1- Same format as the unique 6-digit SPSA ID assigned by CCASS for each SPSA 14



Master SPSA Application

Eligibility and Process

»

Eligibility

Master SPSA Service is provided to an entity which is a fund manager,
asset manager, investment manager and the like (“FM”):

v FM will be required to agree on the terms and conditionst as set by HKEX

for using the Master SPSA service

v FM must maintain at least 2 SPSAs with one or multiple custodians

v Has already had CCEP has set-up fund manager level BCAN

(Broker-to-Client Assigned Number)

Application
Fee

2=

F m— |

>

To Submit
Application

o~ W DN PE

Application form

Certified true copy of the Business Registration or equivalent
Board Resolution for authorised signature

Signature specimen

Crossed cheque payable to “Hong Kong Exchanges and Clearing Limited”

1. Terms and conditions

15



Master SPSA Application °

Application and Required Set-up

: ?q | Related Forms .....
— ) Applicant to submit application for the
Master SPSA Holder Application Lt Master SPSA service to HKSCC
or Change of Details Form

Master SPSA ID to SPSA Applicant to submit SPSA Mapping to HKSCC

Mapping Maintenance Form + (Custodian Participants will be notified by email)
Mapping Spreadsheet

Master SPSA ID and Applicant to submit CCEP Mapping to SEHK

Designated Executing Broker (CCEP confirmation needed)
Maintenance Form

Applicant to submit Application Form

Application Form for Synapse for Synapse Set-up
(for retrieval of Day-Begin Sellable Balance Report)

Master SPSA is ready to use!

1. Make sure all set-up are ready on the same effective date 16



Master SPSA Launch Plan

» HKEX will announce the date for accepting application and the launch date of the service in due
course

» Application form, Terms and Conditions of the Services for Master SPSA Holder and other forms
for the required set-up are available on the Master SPSA Service page

» Take a total 10 business days* for processing the application (5 business days) and mapping (5
business days), provided all required documentations and correct information are submitted
*including the Synapse set-up for retrieval of the Day-begin Sellable Balance Report

Classification — Internal

17


https://www.hkex.com.hk/Mutual-Market/Stock-Connect/Reference-Materials/Master-SPSA-Service?sc_lang=en

APPENDIX

22



Appendix: Master SPSA Application ‘

SPSA Mapping

Master SPSA ID to SPSA HKSCC to notify relevant Custodian
Participants (email) and set-up Master

SPSA - SPSA Mapping

Applicant to submit SPSA Mapping to HKSCC
(Custodian Participants will be notified by email)

Mapping Maintenance Form +
Mapping Spreadsheet

» No maximum number of SPSA IDs that can be mapped to one Master SPSA ID

» SPSAs held with multiple custodians may be mapped to the same Master SPSA ID
» One SPSA ID can only be mapped to one Master SPSA ID
» Fill in the “Master SPSA ID to SPSA Mapping Maintenance Form” and Mapping Spreadsheet

» Information needed:

Master SPSA ID

Details and authorised signature of Master SPSA Holder

SPSA ID (6-digit number as assigned by CCASS upon set-up of SPSA by Custodian Participant)
SPSA No. (8-digit number as assigned by Custodian Participants upon set-up of SPSA)
Proposed effective date

Name of CCASS Participant (Custodian Participant)

CCASS Participant ID

Email address of CCASS Participant (for sending email notification)

1. The completed “Master SPSA ID to SPSA Mapping.xlsx” shall be sent to CDCO_CAS@HKEX.COM.HK as well as submitted physically along with the “Master SPSA ID to SPSA Mapping 23
Maintenance Form”.



mailto:CDCO_CAS@HKEX.COM.HK

Appendix: Master SPSA Application

CCEP Mapping

Master SPSA ID and

Applicant to submit CCEP Mapping to SEHK SEHK to set-up designated executing

Designated Executing Broker (CCEP confirmation needed) broker for the Master SPSA ID

Maintenance Form

» Similar to the Designation of Executing Brokers for SPSA

» Max of 20 CCEPs can be assigned to each Master SPSA ID

» Fill in the “Master SPSA ID and Designated Executing Broker Maintenance Form” for each CCEP (multiple Master
SPSA ID can assign the same CCEP as designated executing broker)

» Master SPSA ID’s designated CCEPs can be different from the underlying SPSA’s designated CCEPs

» Information needed:

Master SPSA ID(s)

CCEPID

Proposed effective date

Details and authorised signature of Master SPSA Holder

Details and signature of Responsible Officer of Executing Exchange Participant

If no CCEP is mapped to a Master SPSA ID, no aggregation of sellable balance at Master SPSA ID
Once a Master SPSA ID is effective and with CCEP designated, no more sell orders are allowed for the
underlying SPSA IDs

24



Appendix: Required Set-up — CCEP Mapping (Cont'd)

Master SPSA ID and Applicant to submit CCEP Mapping to SEHK SEHK to set-up designated executing

Designated Executing Broker (CCEP confirmation needed) broker for the Master SPSA ID
Maintenance Form

We consent to the processing of personal data in accordance with the Privacy Palicy Statement
appended 1o this form.

E | Section | | Maintenance Request Section Il | Confirmation by Master SPSA Holder

. - — Full Name of Master SPSA Holder Iaster SPSA Holder ID .
+ Please perform maimtenance for the below Master SPSA ID and Exchange Participant 1D: :
Proposed Effective Date Exchange Participant 1D | - | | | | |
: Contact Person Business Phone No. | Business Email Address :
0 N A I I A I Lol [ [ | | :
. =] =] M M b b b b .
. We confirm that the information provided in Section | is correct We consent to the processing of personal .
: data in accordance with the Privacy Policy Statement appended to this form °
. Maint R 1

. Master SPSA 1D ) gl N ﬁiqm E?Lﬁix :
eI O Add O Delete :
Sl 0] O Add O Delete , :
. Click or tap to enter a date.

. Authorized Signat of Mastar SPSA Hold Date Signed

: 3. | | | | | | | {1 Add O Delete (withogssnpaﬁrng#;g,iﬂgnh‘ aSpIiigb\e if 'rlfc::'rnirpart of your signing e e :
. instruction) .
e | ] O Add O Delete o :
. [Name of Signatery(ies) : ] :
S - | O I I O Add O Delete :
s || | | | | | | O Add O Delete
. Section lll | Confirmation by Executing Exchange Participant .
E 7. | | | | | | | L1 Add Tl Delete Full Name of Exchange Participant Exchange Participant ID :
sle (L L L 1 1 | O Add O Delste lol | [ [ | :
. Contact Person Business Phone Mo. Business Email Address .

Click or tap to enter a date.
Signature(s) of Responsible Officer with Company Chop Date Signed 25

[Name of Responsible Officer |



Appendix: Required Set-up — SPSA Mapping Form (sample)

eecccccssssssccccsccssss0cccccsns 0

. : . HKSCC to notify relevant Custodian
Applicant to submit SPSA Mapping to HKSCC Participants (email) and set-up

(Custodian Participants will be notified by email) Master SPSA — SPSA Mapping

Master SPSA ID to SPSA
Mapping Maintenance Form +
Mapping Spreadsheet

Master SPSA to SPSA Mapping
MAINTENANCE REQUEST No. of SPSAs to be mapped with
Full Name of Master SPSA Holder Master SPSA Holder ID (ADD/DELETE) Master SPSA 1D
SPSA ID SPSA No.
*SPSA ID is the 6-digit investor *SPSA No. must be started with Proposed Effective Date
No.
° MESET SPEA D identification number assigned to the “800” followed by 5 digits (YYYY/MM/DD)
SPSA. ("800XXXXX").
1
2
3
4
5
6
7
8

*Please provide ALL email address(es) of CCASS Participant(s) who maintain your SPSA(s) listed on mapping request

Email Address
No. Name of CCASS Participant ~ CCASS Participant ID *Please use comma to separate when inputting
multiple email address(es) for one custodian

26



Appendix: Master SPSA Model -

What do Custodian Participants need to do?

» To complete the Master SPSA to SPSA Mapping, fund managers, after deciding which SPSAs
to be mapped to the Master SPSA, will work closely with their GCs who need to provide the
following to the fund manager (a) SPSA No. (8 digit number “800XXXXX” assigned by
Custodian Participant at SPSA opening) and (b) SPSA ID (6-digit number assigned by HKSCC)

» Custodian Participants may be requested by GC to provide them the relevant SPSA information

Note: Fund managers are responsible for the correctness of the set up of Master SPSA

29



HKE)(

R % Fh

Thank youl!

http://www.hkex.com.hk

Visit Master SPSA Service Webcorner:
English: (Click Here) Chinese: (Click Here)

30


https://www.hkex.com.hk/Mutual-Market/Stock-Connect/Reference-Materials/Master-SPSA-Service?sc_lang=en
https://www.hkex.com.hk/Mutual-Market/Stock-Connect/Reference-Materials/Master-SPSA-Service?sc_lang=zh-HK
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