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201.

202.

203.

CHAPTER 2

PROCEDURES

Operational Procedures binding on Participants

The Operational Procedures shall have effect and shall be binding on Participants. In the
event of any conflict between the Rules and the Operational Procedures, unless HKSCC
otherwise determines, the Rules shall prevail.

Orders, directions, practice notes

HKSCC may from time to time issue orders, directions or practice notes relating to all or part
of the operations and facilities of CCASS and such orders, directions or practice notes shall
be binding on all Participants.

Terms and Conditions binding on Investor Participant
The Terms and Conditions shall have effect and shall be binding on Investor Participants. In

the event of any conflict between the Terms and Conditions and the Rules, unless HKSCC
otherwise determines, the Terms and Conditions shall prevail.

GENERAL RULES OF CCASS



























4/1

401.

402.

403.

CHAPTER 4

TRANSACTIONS BY PARTICIPANTS

Instructions by Participants

All instructions and communications to HKSCC by, with the authority of, on behalf of and/or
for the account of Participants shall be given in such manner and form as may be prescribed
by HKSCC from time to time.

HKSCC shall be entitled to accept and rely on any instruction or communication given or
purporting to be given to it by, with the authority of, on behalf of or for the account of a
Participant, whether or not in strict compliance with the prescribed manner or form or any
applicable limitation on authority of, which is understood or believed by HKSCC in good
faith to have been given to it by, with the authority of, on behalf of or for the account of such
Participant.

HKSCC shall have no obligation to act on any instruction or communication given or
purported to be given by, with the authority of, on behalf of or for the account of a Participant
if such instruction does not, in the determination of HKSCC, contain sufficient details for
HKSCC to act upon it.

Participants to act as principals

So far as the rights and liabilities between HKSCC and each Participant are concerned, a
Participant using any of the services of CCASS, whether by the Participant itself or through a
person acting or purported to be acting with the authority of, on behalf of and/or for the
account of the Participant, shall be treated as acting as principal, and not as agent, and shall
be liable to HKSCC as such.

In rendering its services, HKSCC shall be under no obligation to recognize any right or
interest which any person, including SSA Statement Recipients and NCPs other than a
Participant may have or claim to have in relation to all matters concerning CCASS or an
Appointed Depositary (including, without limitation, Eligible Securities deposited into
CCASS or held by an Appointed Depositary and transactions to be settled thereunder) and the
operation thereof by HKSCC, provided that HKSCC may recognize any right or interest
which a Recognized Clearing House may have or claim to have in relation to Eligible
Securities deposited into CCASS by or for a Participant under or in connection with any
charge or security interest granted in favour of the Recognized Clearing House by the
Participant in respect of such Eligible Securities.

Instructions in violation of laws etc.

Notwithstanding anything to the contrary in the Rules, HKSCC shall not be bound to effect
any transaction or take any other action upon the instructions of a Participant if it would
violate any applicable law, decree, court order, regulation or order of any government or
other competent authority or if HKSCC, in its absolute discretion, determines that it will not
be in the interests of CCASS or Participants to do so.
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601.

CHAPTER 6

STOCK ACCOUNTS AND CCMS COLLATERAL ACCOUNTS

Stock Clearing Account / Stock Segregated Accounts / Stock Lending Account /
Stock Collateral Control Account / TSF Accounts / Stock Account of an Investor
Participant

Subject to the Rules, HKSCC shall allocate to each Participant other than an Investor
Participant (i) one Stock Clearing Account; (ii) subject to its approval, such number of Stock
Segregated Accounts as HKSCC may in its absolute discretion determine from time to time;
and (iii) subject to HKSCC’s approval, one Stock Lending Account.

In the case of a Clearing Participant, HKSCC shall allocate to such Participant in addition to
the abovementioned accounts one Stock Collateral Control Account. In the case of a TSF
CCASS Participant, HKSCC shall allocate to such Participant in addition to the
abovementioned accounts one TSF Principal Account and one TSF Segregated Account. In
the case of a Clearing Agency Participant, HKSCC may also allocate to such Participant for
participating in CCASS as a China Connect Clearing House one set of the abovementioned
accounts and one Stock Collateral Account in respect of each Special Participant for
administrative and operational convenience only in connection with the establishment and
operation of one or more Clearing Links, and references in the Rules to the Stock Clearing
Account, Stock Segregated Accounts, Stock Collateral Control Account or any other Stock
Account of, established for, or allocated to a Participant shall, in the case of a Clearing
Agency Participant participating in CCASS in its capacity as a China Connect Clearing House,
be construed to mean the Stock Clearing Account, Stock Segregated Accounts, Stock
Collateral Control Account or any other Stock Account allocated to it in respect of each
Special Participant or the relevant Special Participant, unless the context requires otherwise.
An Investor Participant shall be allocated one Stock Clearing Account only.

The operation of any Stock Account of a Participant, including but not limited to the credit or
debit entries made thereto, shall be in accordance with the Rules.

A Participant other than an Investor Participant may move Eligible Securities between its
Stock Accounts, other than its Stock Collateral Control Account and, in the case of a Clearing
Participant or a Custodian Participant, its SSA with Statement Service and Special Segregated
Accounts, by the input of an Account Transfer Instruction in accordance with the Operational
Procedures and the “CCASS Terminal User Guide for Participants” of HKSCC, as from time
to time in force. A Clearing Participant or Custodian Participant may also move Eligible
Securities between any of its SSA with Statement Service or Special Segregated Accounts and
any other Stock Accounts (including other SSA with Statement Service and Special
Segregated Accounts but excluding its Stock Collateral Control Account and TSF Accounts)
by the input of a Stock Segregated Account Transfer Instruction in accordance with the
Operational Procedures and the “CCASS Terminal User Guide for Participants” of HKSCC,
as from time to time in force.
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601A. CCMS Collateral Accounts

602.

603.

HKSCC shall have the absolute discretion to allocate to a Participant (other than an Investor
Participant) or, in the case of a Clearing Agency Participant which is a China Connect
Clearing House, to such Participant in respect of each Special Participant one CCMS House
Collateral Account and/or any other CCMS Collateral Accounts for administrative and
operational convenience only in connection with the establishment and operation of one or
more Clearing Links with or without receiving an application from the Participant.

The operation of the CCMS House Collateral Account and other CCMS Collateral Accounts,
including but not limited to the credit or debit entries made thereto, shall be in accordance with
the Rules.

Right to rectify errors

HKSCC reserves the right to rectify any erroneous credit or debit entries made to the Stock
Accounts or CCMS Collateral Accounts of Participants and shall notify affected Participants if
it exercises this right.

Without prejudice to any other right HKSCC may have, if as a result of rectification by
HKSCC of any erroneous credit entries to the Stock Accounts or CCMS Collateral Accounts
of a Participant pursuant to this Rule a negative balance exists, HKSCC may require the
Participant to replace the relevant Eligible Securities (in that connection, HKSCC may require
the Participant to pay to it forthwith a cash sum of such amount as HKSCC considers
appropriate as Collateral, and the only obligation of HKSCC in respect of any such sum so
paid by the Participant shall be to pay such Participant an amount equal to the balance
remaining after satisfaction of all obligations and liabilities (actual or contingent) of such
Participant to HKSCC) and may itself at any time purchase replacement Eligible Securities on
behalf of the Participant and the costs and expenses of such purchase shall be borne by the
Participant.

HKSCC shall notify the Participant concerned in respect of such a purchase and will effect any
such purchase at what it determines to be the best prevailing market price and terms available
(but taking into account that HKSCC may need to act promptly and provided that HKSCC
shall have no liability if it acts in good faith).

Each Participant undertakes to indemnify HKSCC, the Exchange, and a recognized exchange
controller which is the controller of HKSCC against all costs, fees, expenses, liabilities, losses
and damages of any nature whatsoever suffered or incurred by HKSCC directly or indirectly
as a result of or in connection with the purchase of replacement Eligible Securities by HKSCC
on its behalf.

Right to act in compliance with a court order etc.

HKSCC reserves the right to act in accordance with the directions of any governmental or
regulatory body, or an order made or directions given by a court in exercise of its proper
jurisdiction, where it is required to do so by law.
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604. Right to invest
Without prejudice to any other rights of HKSCC in respect of the amounts standing to the
credit of any CCMS Collateral Account established for a Participant, HKSCC may invest such
amounts or any part thereof in such manner and to such extent as HKSCC considers expedient
and financially prudent. For the avoidance of doubt, any obligation of HKSCC to pay the
Participant the remaining balance of such amounts after satisfaction of all obligations and
liabilities of the Participant to HKSCC and any interest or cost HKSCC may allow and/or
charge to the Participant on such amounts in accordance with the Rules and the Operational

Procedures shall not be affected by any gain or loss arising from the investment activities.
Any such gain or loss is for HKSCC.
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801.

802.

803.

CHAPTER 8
DEPOSITORY AND CUSTODIAN SERVICES

Deposit of Eligible Securities

Subject to the Rules, HKSCC may accept Eligible Securities from Participants or direct from
the issuers of Eligible Securities (or their agents or representatives) for deposit into the Stock
Accounts, other than the Stock Collateral Control Accounts of Participants, and where the
Participants are TSF CCASS Participants, other than the TSF Accounts of such Participants.
Participants are not allowed to deposit Eligible Securities directly into their CCMS Collateral
Accounts, Stock Collateral Control Accounts, and where such Participants are TSF CCASS
Participants, directly into their TSF Accounts. Eligible Securities held in a CCMS Collateral
Account are either transferred from Stock Accounts in CCASS, other than the Stock
Collateral Control Accounts and where the Eligible Securities are earmarked TSF Stocks,
other than the TSF Accounts, or from other CCMS Collateral Accounts as permitted by
HKSCC from time to time.

In the case of an Investor Participant, Eligible Securities in registered form for deposit into
CCASS by an Investor Participant shall be registered in the Investor Participant's own name
or in the name of HKSCC's nominee.

For the avoidance of doubt, Eligible Securities in registered form deposited for credit by a
Joint Individual Investor Participant must be registered in the names of all the individuals
comprising such Participant.

Notwithstanding the foregoing, Stock Pledgee Participants shall have no right to deposit
Eligible Securities into CCASS.

In respect of Eligible Securities which are uncertificated or issued in global or bearer form,
HKSCC shall be at liberty, and may develop rules or procedures, to restrict the deposit or re-
deposit of such Eligible Securities into CCASS, to account for and provide services in respect
of such Eligible Securities in such manner as it considers appropriate.

Safe custody
Eligible Securities deposited into CCASS by Participants will be held in safe-custody upon
the terms and subject to the provisions of the Rules.

For the avoidance of doubt, HKSCC acknowledges and confirms that, save as otherwise
provided in the Rules, HKSCC has no proprietary interest in the Eligible Securities deposited
into CCASS, in particular, Eligible Securities in the Stock Segregated Accounts of Participants.

Eligible Securities deposited to be freely transferable

Unless otherwise approved by HKSCC in consultation with the Commission, Eligible
Securities deposited into CCASS by a Participant shall be freely transferable or deliverable
and shall be accompanied by such certificates or evidence of title (duly endorsed as
appropriate), instruments of transfer (duly executed, endorsed and stamped as appropriate)
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and such other documents, acts, or things as may be required by HKSCC.

In the case of Eligible Securities issued in registered form, such Eligible Securities shall be
deemed not to be freely transferable or deliverable if registration of a transfer of such Eligible
Securities (or the re-issue of such Eligible Securities in the name of HKSCC or its nominee, if
applicable) is refused at any time for any reason by the registrar or transfer agent for such
Eligible Securities.

In relation to Foreign Securities which are credited to a Participant's Stock Account, that
Participant covenants, represents and warrants to HKSCC that :-

(i) in the case of a certificated security, (a) the certificate is genuine and has not been
materially altered; (b) the Participant does not know of any fact that might impair the
validity of the security; (c) there is no adverse claim to the security; and (d) there is
no restriction on the transfer of such certificated security;

(i) in the case of an uncertificated security, (a) there is no adverse claim to the security;
and (b) there is no restriction on the transfer of such uncertificated security;

(ifi)  in the case of the Foreign Securities held in HKSCC’s account with The Depository
Trust Company or its successor or assignee, such Foreign Securities are Eligible U.S.
Securities; and

(iv) it shall furnish HKSCC with any information as HKSCC may require in order to
comply with any request made of it by any tax authority for information in
connection with the preceding representations and warranties in this Rule 803 or any
other matter required by applicable law.

In relation to Uncertificated Eligible Securities which are credited to a Participant’s Stock
Account, including but not limited to Uncertificated Eligible Securities credited to a
Participant’s Stock Account directly by or from the relevant Overseas Issuer, a principal or
branch share registrar or such other authorized agents or representatives of the relevant
Overseas Issuer or any other intermediaries having relevant authority to do so under
applicable laws or arrangements (as the case may be), that Participant covenants, represents
and warrants to HKSCC that:

Q) the Participant does not know of any fact that might impair the validity of such
Uncertificated Eligible Securities and has full authority to receive, deal with and give

instructions, authorizations or declarations in respect of them;

(i) there is no adverse claim to such Uncertificated Eligible Securities and there is no
restriction on the transfer of such Uncertificated Eligible Securities; and

(iii) it shall furnish HKSCC with any information as HKSCC may require in order to:
(a) provide the services in respect of the Uncertificated Eligible Securities;

(b) comply with any request made of it by any tax authority for information in
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804.

805.

connection with the preceding representations and warranties in this Rule 803 or
any other matter required by applicable law;

(c) comply with any request made of it by any competent regulator or authority for
information in connection with the Uncertificated Eligible Securities or any other
matter required by applicable law; and

(d) comply with any request of the relevant Overseas Issuer, a principal or branch share
registrar or such other authorized agents or representatives of the relevant Overseas
Issuer or any other relevant intermediaries (as the case may be) as required by
applicable law or the applicable arrangement in relation to the provision of services
in respect of Uncertificated Eligible Securities.

In relation to China Connect Securities which are credited to a Participant's Stock Account,
that Participant covenants, represents and warrants to HKSCC that :-

(i)

(ii)

(i)

the Participant does not know of any fact that might impair the validity of such China
Connect Securities and has full authority to receive, deal with and give instructions,
authorizations or declarations in respect of them;

there is no adverse claim to such China Connect Securities and there is no restriction on
the transfer of such China Connect Securities other than any transfer restriction which
is expressly provided for under the Exchange Rules or these Rules; and

it shall furnish HKSCC with any information as HKSCC may require in order to:

(a) provide China Connect Clearing Services;

(b) comply with any request made of it by any tax authority for information in
connection with the preceding representations and warranties in this Rule 803 or
any other matter required by applicable law; and

(c) comply with any request made of it by any competent regulator or authority for

information in connection with the China Connect Securities or any other matter
required by applicable law.

Right not to accept Eligible Securities
HKSCC reserves the right to reject a deposit or refuse to accept a re-deposit of Eligible
Securities.

Representation and warranty of authority

Each Participant depositing Eligible Securities into CCASS represents and warrants in favour
of HKSCC that such Eligible Securities exist and are validly issued and that it is entitled or
has full authority to deposit such Eligible Securities into CCASS and to deal with such
Eligible Securities.

The representation and warranty herein shall extend to Eligible Securities deposited into the

Stock Accounts of Participants directly from the issuer of the Eligible Security (or its agents
or representatives).
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806.

Except as otherwise provided in the Rules, HKSCC may regard each Participant as having
full authority and control in respect of the Eligible Securities in its Stock Accounts and
HKSCC shall be under no obligation to recognize any right or interest which any person other
than the Participant may have in such Eligible Securities.

In respect of Eligible Securities transferred to any CCMS Collateral Account of a Clearing
Participant, the Participant transferring such Eligible Securities represents and warrants in
favour of HKSCC that (i) the Participant is entitled or has full authority and all necessary
consents to deposit such Eligible Securities with CCASS as Collateral Securities and to create
a security interest over the same in favour of HKSCC, (ii) no security interest exists on, over
or with respect to the Collateral Securities and the Derived Assets, and (iii) the Collateral
Securities are fully paid and the first fixed charge over the Collateral Securities and the
Derived Assets created by virtue of Rule 3608 in favour of HKSCC shall have priority over
any beneficial or equitable interest or rights in or over the said Eligible Securities.

Each Participant that from time to time deposits Eligible Securities into its Stock Lending
Account represents and warrants in favour of HKSCC that it is entitled or has full authority
and all necessary consents to lend the Eligible Securities so deposited to HKSCC in
accordance with the Compulsory Stock Borrowing and Lending Regulations.

In addition, the Investor Participant depositing Eligible Securities into CCASS represents and
warrants that it is the full beneficial owner of the deposited securities.

Representation untrue

If the representation and warranty in Rule 805 by a Participant is untrue or the requirements
of Rule 803 are not met, then, without prejudice to any other right HKSCC may have
(including, without limitation, the right to debit the Stock Accounts of the Participants in
respect of such Eligible Securities deposited), HKSCC may require the Participant to replace
the Eligible Securities deposited (in that connection, HKSCC may require the Participant to
pay to it forthwith a cash sum of such amount as HKSCC considers appropriate as Collateral
and the only obligation of HKSCC in respect of any such sum so paid by the Participant shall
be to pay such Participant an amount equal to the balance remaining after satisfaction of all
obligations and liabilities (actual or contingent) of such Participant to HKSCC) and may
itself at any time purchase replacement Eligible Securities and the costs and expenses of such
purchase shall be borne by the Participant.

HKSCC shall notify the Participant concerned in respect of such a purchase and will effect
any such purchase at what it determines to be the best prevailing market price and terms
available (but taking into account that HKSCC may need to act promptly and provided that
HKSCC shall have no liability if it acts in good faith).

Each Participant undertakes to indemnify HKSCC against all costs, fees, expenses, liabilities,
losses and damages of any nature whatsoever suffered or incurred by HKSCC directly or
indirectly as a result of or in connection with the representation and warranty contained in
Rule 805 being untrue or the requirements of Rule 803 not being met (including, without
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807.

808.

limitation, the purchase of replacement Eligible Securities by HKSCC) or if the Participant
does not have full authority or control in respect of Eligible Securities in its Stock Accounts.

Registration or re-issue in name of HKSCC's nominee

Notwithstanding instructions to the contrary, HKSCC may, in respect of Eligible Securities in
registered form deposited into CCASS by Participants, from time to time submit such
Eligible Securities for registration or re-issue in its own name or in the name of its nominee.

The costs and expenses of effecting registration or re-issue incurred by HKSCC shall be
charged to Participants in such manner and at such times as are specified in the Rules.

Immediate credit

Subject to the Rules, upon acceptance for deposit of Eligible Securities from a Participant
other than an Investor Participant, such Eligible Securities will be credited to the Stock
Accounts designated by the Participant.

In the case of deposit of Eligible Securities in registered form by an Investor Participant, such
Eligible Securities will not, except where they are New Issue Shares allotted to the Nominee,
be immediately credited to the Investor Participant's Stock Account. Subject to the Rules,
HKSCC shall credit such Eligible Securities upon registration or re-issue of such Eligible
Securities in the name of HKSCC or its Nominee or at such time as HKSCC determines it
would be in the interest of HKSCC to effect such credit. Eligible Securities which are not yet
credited to the Investor Participant's account are not available for withdrawal and settlement.
However, such Eligible Securities are eligible for nominee services to such extent as HKSCC
considers appropriate.

HKSCC reserves the right at any time not to credit the Stock Accounts designated by a
Participant in respect of Eligible Securities deposited if :

(i) in the case of Eligible Securities in registered form, the Eligible Securities deposited
are part of an issue the transfer of which is or may be, in HKSCC's absolute
determination, subject to unreasonable delay (in which case, the Eligible Securities
will only be credited to the designated Stock Accounts at such time as the registration
or re-issue of such Eligible Securities in the name of HKSCC or its nominee has been
effected);

(i) the Eligible Securities deposited are part of an issue which, in HKSCC's absolute
determination, is or has been the subject of theft, forgery or other fraudulent activity
(in which case, the Eligible Securities will only be credited to the designated Stock
Accounts at such time as HKSCC is, in its absolute determination, satisfied that the
Eligible Securities are no longer the subject of any such activity); or

(iii)  HKSCC considers, in its absolute determination, that it would not be in the interests
of HKSCC or the Participants to do so (in which case, the Eligible Securities will only
be credited to the designated Stock Accounts at such time as HKSCC determines that
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it would be appropriate to do so).

Pending credit to the Stock Accounts designated, a Participant may, subject to the Rules,
withdraw the Eligible Securities actually deposited by it into CCASS unless such Eligible
Securities are unavailable for whatever reason, including where HKSCC has submitted them
for registration or re-issue in its name or in the name of its nominee, or in the name of the
Appointed Depositary or its nominee, as applicable.

If HKSCC exercises or proposes to exercise its right under this Rule with respect to a
particular Eligible Security as aforesaid, HKSCC shall notify Participants accordingly.

809. Fungibility
Each Participant agrees that Eligible Securities in CCASS may be treated by HKSCC as
fungible with Eligible Securities of the same issue.

No Participant will be entitled to any specific Eligible Securities in CCASS and subject as
otherwise provided, HKSCC's obligation to a Participant will be to allow withdrawal of,
subject to the Rules, up to the number of Eligible Securities in the Stock Accounts of such
Participant at any time.

HKSCC need not mark or label specific Eligible Securities either to a particular Participant or
to a particular transaction settled or to be settled in CCASS.

810. W.ithdrawal of Eligible Securities

Subject to the Rules (including but not limited to Chapter 42), each Participant shall
be entitled to withdraw from CCASS or an Appointed Depositary via HKSCC
Eligible Securities which are issued in registered form (except global registered form)
in the Participant's Stock Accounts other than TSF Accounts (if the Participant is a
TSF CCASS Participant, in respect of which the provisions of Chapter 12A shall
apply). Unless otherwise determined by HKSCC or provided in the Rules,
Participants are not entitled to withdraw from CCASS or an Appointed Depositary via
HKSCC Eligible Securities which are uncertificated or issued in global form.

The Charged Property of a Participant held in any CCMS Collateral Account in the form of
Eligible Securities will have to be transferred to the Stock Accounts in CCASS, other than the
Stock Collateral Control Account and the TSF Accounts (if the Participant is a TSF
CCASS Participant), prior to any withdrawal being made. Charged Property will not be
allowed to be used or transferred by the Participant without the express permission of
HKSCC. In the event that Eligible Securities are transferred from a Participant’s Stock
Accounts in CCASS to a collateral account in CCMS maintained by another Recognized
Clearing House for the Participant in its capacity as a participant of such Recognized Clearing
House, such Eligible Securities will have to be re-transferred to the Participant’s Stock
Accounts in CCASS, other than the Stock Collateral Control Account and the TSF Accounts
(if the Participant is a TSF CCASS Participant), prior to any withdrawal being made. The
Recognized Clearing House may withdraw such Eligible Securities from CCASS or
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811.

812.

813.

otherwise deal with such Eligible Securities in relation to the enforcement of its rights under
any charge or security interest granted in its favour by the Participant in respect of such
Eligible Securities.

Limited withdrawal right of Stock Pledgee Participants

A Stock Pledgee Participant may only withdraw Eligible Securities from CCASS in relation
to the enforcement of its rights under stock pledging transactions in CCASS in the case of
default by a pledgor Participant.

A Stock Pledgee Participant wishing to withdraw Eligible Securities must notify HKSCC in
advance and each request for withdrawal shall be deemed to be a confirmation by the Stock
Pledgee Participant that the withdrawal to be made is in relation to the enforcement of its
rights under stock pledging transactions as aforesaid.

Withdrawal of Certificates

Subject to the Rules, all instructions from Participants other than Investor Participants to
effect withdrawal from CCASS of Eligible Securities in their Stock Accounts shall be given
to HKSCC electronically via their CCASS Terminals, unless otherwise advised by HKSCC
from time to time.

An Investor Participant that wishes to withdraw Eligible Securities from its Stock Account
shall submit to HKSCC a completed and duly signed instruction form in the form prescribed
by HKSCC from time to time (stamped with the company chop, if applicable) at the
Customer Service Centre or a duly completed withdrawal form electronically via the CCASS
Internet System for processing by HKSCC.

Unless otherwise agreed by HKSCC, withdrawal of Eligible Securities in registered form by
Participants from CCASS shall be in Board Lots or such other denominations as HKSCC may
specify for an Eligible Security from time to time.

In respect of any defects affecting the Eligible Securities withdrawn by a Participant, except
as provided for in Rule 813 and subject to Rule 815, HKSCC shall be liable to a withdrawing
Participant, but not to any other person, immediately upon a claim being established by such
Participant to the satisfaction of HKSCC (including, without limitation, the return of the
defective certificates to HKSCC), either to replace the defective Eligible Securities or if that
is not possible or reasonably practicable, as determined by HKSCC, to make money
compensation to the Participant by reference to the value of such Eligible Securities, as
determined by HKSCC, at the time of payment of compensation by HKSCC (or the value at
such other time as HKSCC shall consider fair and appropriate).

Withdrawal of New Certificates and Old Certificates

In respect of any defects affecting the Eligible Securities represented by New Certificates
withdrawn by a Participant from the CCASS Depository at any time prior to 1996, subject to
Rule 815, HKSCC shall be liable to a withdrawing Participant, but not to any other person,
immediately upon a claim being established by such Participant to the satisfaction of HKSCC
(including, without limitation, the return of the defective certificates to HKSCC), either to
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814.

815.

replace the defective Eligible Securities or if that is not possible or reasonably practicable, as
determined by HKSCC, to make money compensation to the Participant by reference to the
value of such Eligible Securities, as determined by HKSCC, at the time of payment of
compensation by HKSCC (or the value at such other time as HKSCC shall consider fair and
appropriate).

In respect of any defects affecting the Eligible Securities represented by Old Certificates
withdrawn by a Participant at any time prior to 1996, subject to Rule 815, HKSCC shall be
liable to a withdrawing Participant, but not to any other person, to the same extent as in the
case of Eligible Securities represented by New Certificates, provided that HKSCC shall not
be required to replace defective Eligible Securities or to make money compensation until
such time as HKSCC shall have recovered from the Participants responsible for depositing
such Eligible Securities into CCASS (or until such time as HKSCC shall have determined, on
whatever ground, that recovery is not possible).

Withdrawal of other Eligible Securities

In the case of withdrawal of Eligible Securities other than in registered form, withdrawal shall
be subject to such conditions and restrictions as HKSCC may from time to time impose
and/or in such denominations as HKSCC may from time to time prescribe.

In respect of any defects affecting such Eligible Securities, subject to Rule 815, HKSCC shall
be liable to a withdrawing Participant, but not to any other person, immediately upon a claim
being established by such Participant to the satisfaction of HKSCC, either to replace the
defective Eligible Securities or if that is not possible or reasonably practicable, as determined
by HKSCC, to make money compensation to such Participant by reference to the value of
such Eligible Securities, as determined by HKSCC, at the time of payment of compensation
by HKSCC (or the value at such other time as HKSCC shall consider fair and appropriate).

HKSCC's liability for defects

In respect of Eligible Securities in CCASS (other than Eligible Securities which are
withdrawn by Participants) which are lost or defective (including where HKSCC determines
that such Eligible Securities are stolen, mutilated or destroyed; or are forged, fraudulent or
invalid; or if for any reason cannot be registered or re-issued or cannot be delivered or are
unavailable for delivery), subject as provided in this Rule, HKSCC shall replace such Eligible
Securities as soon as reasonably practicable provided that if a declaration of a Securities Loss
is to be made by HKSCC as a result, HKSCC shall be liable to make money compensation to
those Participants allocated or to be allocated the Securities Loss, by reference to the value of
such Eligible Securities at the time of payment of compensation by HKSCC (or the value at
such other time as HKSCC shall consider fair and appropriate). For the avoidance of doubt,
HKSCC shall not be liable to replace Eligible Securities or make money compensation to
Participants in the event that Eligible Securities are nationalized, expropriated or seized.

To the extent that the aggregate of the funds or assets available to HKSCC are insufficient at
any time to meet all of HKSCC's obligations to Participants subsisting at any time to replace
Eligible Securities or to make money compensation to Participants pursuant to Rule 812,
Rule 813, Rule 814 and this Rule, based on the amount of the funds or assets available to
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HKSCC for the purpose at the time (taking into account HKSCC's other liabilities then
subsisting), as certified by HKSCC, each Participant to whom HKSCC is liable pursuant to
Rule 812, Rule 813, Rule 814 and this Rule shall only be entitled to receive payment pro-rata
to the amount due to it as compared with the aggregate amount due to all Participants
pursuant to such Rules; HKSCC shall remain liable to Participants but payment of the
balance of such amounts due shall only be made as and when, and to the extent that, such
funds or assets are subsequently available. In relation to the funds or assets available to
HKSCC both to meet its liabilities to Participants pursuant to Rule 812, Rule 813, Rule 814
and this Rule, and to meet its liabilities to Clearing Participants under Market Contracts (as
referred to in Rule 3307), HKSCC may apportion the funds or assets so available to it
between its liabilities to Participants pursuant to Rule 812, Rule 813, Rule 814 and this Rule
and its liabilities to Clearing Participants under Market Contracts, either on a pro-rata basis or
in such other manner as HKSCC shall consider fair and appropriate in the circumstances.

816. HKSCC to pursue
If any person is or may be legally liable or if any other remedy may be available for making
good a loss of or defects affecting Eligible Securities, HKSCC shall take such steps to
recover such Eligible Securities or damages in respect thereof as it may consider appropriate
in the circumstances (including, without limitation, the bringing and settling of legal
proceedings).

816A. Transfer service for Multi-counter Eligible Securities
HKSCC may accept instructions from Participants for the transfer of Multi-counter Eligible
Securities from one stock code of Multi-counter Eligible Securities of an Issuer to another
stock code of Multi-counter Eligible Securities of the same Issuer provided that the securities
concerned are of the same class.

Participant that wishes to effect such a transfer of Multi-counter Eligible Securities in their
Stock Accounts should provide instructions to HKSCC in accordance with the Operational
Procedures.

HKSCC may charge a fee for the provision of the transfer service and may specify such
conditions, procedures and other requirements for the service in the Operational Procedures
or through other means as it may consider appropriate from time to time. Further, HKSCC
may decline to provide the service or suspend or cease to provide the service with respect to
any Multi-counter Eligible Security at any time.

816B. Conversion service for Eligible Securities subject to parallel trading
arrangements
In relation to an Eligible Security which is subject to parallel trading arrangements and which
has been assigned with separate stock codes for this purpose, as referred to in Section 8.14 of
the Operational Procedures, HKSCC may accept instructions from Participants other than
Investor Participants to effect the conversion of their holdings in the Eligible Security in
CCASS from one relevant stock code to another relevant stock code on a one to one basis.

A Participant other than an Investor Participant that wishes to effect such a conversion of its
holdings in the relevant Eligible Security in its Stock Accounts (except its Stock Collateral
Control Account, SSA with Statement Service and Special Segregated Accounts (in the case

GENERAL RULES OF CCASS



8/10

817.

818.

of a Clearing Participant or a Custodian Participant) and TSF Accounts (in the case of a TSF
CCASS Participant)) should provide Parallel Trading Conversion Instructions to HKSCC in
accordance with the Operational Procedures.

HKSCC may specify such conditions, procedures and other requirements for the conversion
service in the Operational Procedures or through other means as it may consider appropriate
from time to time. Further, HKSCC may decline to provide the service or suspend or cease to
provide the service with respect to any Eligible Security subject to parallel trading
arrangements at any time.

Appointed Depositary

HKSCC may from time to time appoint one or more banks, custodians, trust companies or
other entities as its Appointed Depositary to perform or to assist in the performance of the
depository, nominee and custodian services contemplated herein in respect of all or part of
the Eligible Securities.

HKSCC shall be entitled to determine the terms and conditions upon which an Appointed
Depositary shall act, including, but not limited to, the scope of services to be rendered by it
and the procedures to be adopted in relation thereto.

Notwithstanding the foregoing, HKSCC shall procure that each Appointed Depositary
acknowledges and confirms to the effect that it shall have no proprietary interests in the
Eligible Securities so held by it in its capacity as Appointed Depositary.

Participants shall comply with the procedures of the Appointed Depositary relating to the
provision of depository, nominee and custodian services as shall from time to time be notified
by HKSCC or otherwise specified in the Operational Procedures.

Custodian services in relation to Exchange Fund Notes and Government Bonds

Exchange Fund Notes and Government Bonds are scripless. They are held in computerized
form by Recognized Dealers within the EFCS and are recorded in a Recognized Dealer’s
CMU Account in book-entry form. HKSCC is a Recognized Dealer and maintains a CMU
Account for the purpose of holding and settling transactions in Exchange Fund Notes and
Government Bonds belonging to Participants.

Physical deposit of Exchange Fund Notes and Government Bonds and physical withdrawal of
Exchange Fund Notes and Government Bonds from the CCASS Depository are not available.
Accordingly, Rules relating to the physical deposit and withdrawal of securities are not
applicable to Exchange Fund Notes and Government Bonds.

Exchange Fund Notes may be credited to and debited from a Participant's Stock Account as a
result of (a) allocation following a tender for Exchange Fund Notes accepted by the HKMA,
(b) clearing and settlement of transactions in Exchange Fund Notes effected on the Exchange,
(c) clearing and settlement of Transfer Instructions, and (d) the provision of any other CCASS
services in relation to Exchange Fund Notes to the Participant.

Government Bonds may be credited to and debited from a Participant's Stock Account as a
result of (a) allocation following an application for Government Bonds made through HKSCC
and accepted by the HKMA, (b) clearing and settlement of transactions in Government Bonds
effected on the Exchange, (c) clearing and settlement of Transfer Instructions, and (d) the
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819.

819A.

820.

provision of any other CCASS services in relation to Government Bonds to the Participant.

Custodian services in relation to Specified Instruments

Specified Instruments are issued in global form and are held for the account of Recognized
Dealers in computerized form within the EFCS. Recognized Dealers' interests in Specified
Instruments are recorded in the Recognized Dealers’ CMU Accounts in book entry form. No
physical depository service will be provided by HKSCC in respect of Specified Instruments.
In certain limited circumstances which are specified in the terms and conditions of the
Specified Instruments, those with interests in the global instruments are entitled to delivery of
definitive instruments. If HKSCC receives definitive instruments for the account of
Participants, they must withdraw their definitive instruments from CCASS and may not
redeposit them into CCASS. Specified Instruments may be credited to and debited from a
Participant's Stock Account as a result of (a) allocation following a tender for Specified
Instruments accepted by their issuer and/or the arranger of the issue, (b) clearing and
settlement of transactions in Specified Instruments effected on the Exchange, (c) clearing and
settlement of Transfer Instructions, and (d) the provision of any other CCASS services in
relation to Specified Instruments to the Participant. HKSCC shall have no obligation to
enforce any rights on behalf of Participants under the terms and conditions in respect of the
Specified Instruments.

Custodian services in relation to CMU Instruments

CMU Instruments are issued in global form and are held for the account of CMU Members in
book entry form within the CMU Service. CMU Members’ interests in CMU Instruments are
recorded in CMU Members’ CMU Accounts in book entry form. No physical depository
service will be provided by HKSCC in respect of CMU Instruments.

In certain limited circumstances which are specified in the terms and conditions of the CMU
Instruments, those with interests in the global instruments are entitled to delivery of definitive
instruments. If HKSCC receives definitive instruments for the account of Participants, they
must withdraw their definitive instruments from CCASS and may not redeposit them into
CCASS.

CMU Instruments may be credited to and debited from a Participant’s Stock Account as a
result of (a) allocation following an application for CMU Instruments made through HKSCC
in accordance with the Prospectus, (b) clearing and settlement of transactions in CMU
Instruments effected on the Exchange, (c) clearing and settlement of Transfer Instructions,
and (d) the provision of any other CCASS services in relation to CMU Instruments to the
Participant. HKSCC shall have no obligation to enforce any rights on behalf of Participants
under the terms and conditions in respect of the CMU Instruments.

Legal title to Exchange Fund Notes and Government Bonds and interests in Specified
Instruments and CMU Instruments

HKSCC has the legal title to Exchange Fund Notes and Government Bonds and interest in
Specified Instruments credited to its CMU Account. Save as otherwise provided in the Rules,
HKSCC has no proprietary interests in those Exchange Fund Notes, Government Bonds and
Specified Instruments to the extent that they are credited to the Stock Accounts of Participants.
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As long as the CMU Instrument is in global form held within the CMU Service, HKSCC has
and holds interests in the CMU Instrument through its CMU Account.

Custodian Services in relation to Foreign Securities

Most Foreign Securities are certificated and are physically held by an Appointed Depositary.
(Those Foreign Securities which are uncertificated or issued in global form are represented by
book entries in the records of the Appointed Depositary.) HKSCC has an account with that
Appointed Depositary in order to enable HKSCC to assist the Participant in the holding of
Foreign Securities and the settling of transactions relating to Foreign Securities.

Physical deposit of Foreign Securities with the CCASS Depositary is not available.
Participants that wish to physically deposit Foreign Securities with HKSCC’s Appointed
Depositary will be required to make their own arrangements with a person other than HKSCC
who has an account with the Appointed Depositary. Foreign Securities which are physically
deposited in this manner may be transferred to HKSCC’s account with the Appointed
Depositary if the Participant gives a Cross-Border Transfer Instruction for the securities to be
so transferred in accordance with the Operational Procedures.

Foreign Securities may be credited to and debited from a Participant’s Stock Account as a
result of (a) clearing and settlement of Exchange Trades relating to Foreign Securities, (b)
clearing and settlement of Cross-Border Transfer Instructions and (c) the provision of any
other service by HKSCC in relation to Foreign Securities to Participant.

Save and otherwise provided in the Rules, HKSCC acknowledges and confirms that it has no
proprietary interest in Foreign Securities to the extent they are credited to the Stock Account
of a Participant.

HKSCC does not guarantee title to any Foreign Securities which is evidenced by any certificate
which is physically withdrawn on the instructions of a Participant and is re-registered in the
name of a beneficiary. Physical withdrawal of Foreign Securities which are uncertificated or
issued in global form from an Appointed Depositary via HKSCC is not available.

In the case of the Foreign Securities held in HKSCC’s account with The Depository Trust
Company or its successor or assignee (hereinafter referred to as “The Depository Trust
Company”) on behalf of a Participant, that Participant covenants, represents and warrants to
HKSCC that the Participant shall not raise any claims (whether in contract, tort or otherwise)
against either HKSCC or The Depository Trust Company based upon the fact that HKSCC
will not collect United States tax documentation from the Participant nor forward such
documentation to The Depository Trust Company if it is received from the Participant, and
that The Depository Trust Company will withhold 30% United States tax from the gross
amount of any distributions made in respect of securities held in the account regardless of
whether the Participant or any underlying beneficial owners of the securities are either
foreign persons eligible for a lower withholding tax by treaty or United States persons
eligible for an exemption from the withholding tax.

If, contrary to the rules set forth in Rule 803, any securities other than Eligible U.S.
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823.

Securities permitted by Rule 803(iii) are actually held in HKSCC’s account with The
Depository Trust Company, The Depository Trust Company may, in compliance with the
relevant United States tax laws and regulations, apply different withholding obligations
applicable to these prohibited securities. In such event, the affected Participant covenants,
represents and warrants to HKSCC that the Participant shall not raise any claims (whether in
contract, tort or otherwise) against either HKSCC or The Depository Trust Company based
upon the fact that The Depository Trust Company applied different withholding obligations
applicable to these prohibited securities.

Custodian services in relation to Structured Products issued in global or scripless
form
Structured Products issued in global or scripless form are held by HKSCC for the account of

Participants recorded in computerized form by CCASS Depository or an Appointed
Depositary. No physical deposit and withdrawal services will be provided by HKSCC for
Structured Products save for the physical deposit of global certificate(s) into CCASS in
respect of Structured Products issued with certificate(s) in global form.

Save as otherwise provided in the Rules, Structured Products may be credited to and debited
from a Participant’s Stock Account as a result of (a) clearing and settlement of Exchange
Trades relating to Structured Products; and (b) the provision of any other service by HKSCC
in relation to Structured Products to the Participant. HKSCC shall have no obligation to
enforce any rights on behalf of Participants under the terms and conditions in respect of the
Structured Products. Save as otherwise provided in the Rules, HKSCC acknowledges and
confirms that it has no proprietary interest in Structured Products to the extent they are
credited to the Stock Account of a Participant.

Custodian Services in relation to Uncertificated Eligible Securities
Uncertificated Eligible Securities are held by HKSCC for the account of Participants recorded
in computerized form by the CCASS Depository.

Physical deposit of Uncertificated Eligible Securities with and physical withdrawal of
Uncertificated Eligible Securities from the CCASS Depository are not available. Accordingly,
Rules relating to the physical deposit and withdrawal of securities are not applicable to
Uncertificated Eligible Securities.

Participant that wishes to transfer Uncertificated Eligible Securities from an overseas account
(the “Overseas Account™) maintained with an entity which performs or assists in performing
depository, custodian, sub-custodian or related services outside Hong Kong and which is
acceptable to HKSCC to its Stock Account with CCASS (or vice versa) will be required to
provide a Cross-Border Transfer Instruction in accordance with the Operational Procedures.

Uncertificated Eligible Securities may be credited to and debited from a Participant’s Stock
Account as a result of (a) allocation following a successful application for New Issue Shares
in a New Issue in relation to the relevant Overseas Issuer; (b) clearing and settlement of
Exchange Trades relating to Uncertificated Eligible Securities; (c) clearing and settlement of
Cross-Border Transfer Instructions; and (d) the provision of any other services by HKSCC in
relation to Uncertificated Eligible Securities to the Participant.
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Save as otherwise provided in the Rules, HKSCC acknowledges and confirms that it has no
proprietary interest in Uncertificated Eligible Securities to the extent they are credited to the
Stock Account of a Participant.

HKSCC does not guarantee the title to any Uncertificated Eligible Securities held through it
in any manner. Further, HKSCC shall have no obligation to enforce any rights on behalf of
Participants in respect of Uncertificated Eligible Securities.

Participants confirm and agree that their title or interest in and entitlements to Uncertificated
Eligible Securities (whether legal, equitable or otherwise) shall be subject to the applicable
law of the relevant jurisdiction.

Where Uncertificated Eligible Securities of Participants are held through HKSCC in any
manner, each Participant covenants, represents and warrants to HKSCC that:

(a) it shall not raise any claims (whether in contract, tort or otherwise) against HKSCC
arising from or relating to any form of tax, duty, fine or penalty imposed or levied on or
in respect of the Uncertificated Eligible Securities under any applicable law or regulation,
whether or not HKSCC is involved in any tax collection, withholding or related
arrangement; and

(b) unless HKSCC otherwise agrees, it shall only give voting or other instructions to HKSCC
and not directly to the Overseas Issuer or its principal or branch share registrar (if any).

Custodian services in relation to China Connect Securities

China Connect Securities are uncertificated securities. Physical deposit of China Connect
Securities with and physical withdrawal of China Connect Securities from CCASS or the
relevant China Connect Clearing House is not available. Accordingly, Rules relating to the
physical deposit and withdrawal of securities are not applicable to China Connect Securities.

China Connect Securities are held by HKSCC for the account of Participants in an omnibus
account maintained by HKSCC with the relevant China Connect Clearing House under a
Clearing Link (including a central securities depository link) and are recorded in
computerized form in CCASS. China Connect Securities may be credited to and debited
from a Participant’s Stock Account as a result of (a) the clearing and settlement of China
Connect Securities Trades, and (b) the provision of any other China Connect Services by
HKSCC to the Participant. HKSCC shall not be obliged to open or maintain any sub-account
with the relevant China Connect Clearing House for a Participant or any other person in
respect of China Connect Securities. However, HKSCC has in place daily reconciliation
procedures with the relevant China Connect Clearing House and within CCASS to ensure that
the credits and debits of China Connect Securities to and from each Participant’s Stock
Accounts are accurate.

The China Connect Securities that are credited by the relevant China Connect Clearing House
to the omnibus account maintained by HKSCC with such China Connect Clearing House, and
the China Connect Securities that are credited by HKSCC to the Stock Account of each
Participant within CCASS, shall be held by HKSCC as nominee holder only. HKSCC has no
proprietary interest in and is not the beneficial owner of any China Connect Securities held or
recorded in such accounts. All proprietary interests in respect of China Connect Securities
belong to the Participants or their clients (as the case may be).

As permitted in the Rules, Participants may hold their China Connect Securities in one or
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more Stock Segregated Accounts within CCASS. In addition, Custodian Participants and
General Clearing Participants which are not Exchange Participants may hold their China
Connect Securities in Special Segregated Accounts within CCASS.

HKSCC provides services to Participants as set out in Chapters 8, 11 and 41 of the Rules and
the related CCASS Operational Procedures to enable them and their clients (as appropriate) to
exercise their rights as owners of proprietary interests in China Connect Securities, including
the right to receive dividends and other distributions and the power to exercise voting rights.
Unless specifically provided for in the Rules, HKSCC will not exercise any right arising from
or in relation to any China Connect Securities without the instruction of the Participants.

Where any Participant or any of its clients who is the beneficial owner of China Connect
Securities decides to bring legal action in Mainland China to enforce its rights in relation to
the China Connect Securities, HKSCC will:

(@) upon the request of the Participant and after receiving the necessary information,
documentation and indemnities as HKSCC may reasonably require from the Participant,
provide certification to the relevant China Connect Clearing House for the purpose of
providing evidential proof of the relevant Participant’s or its client’s holding in China
Connect Securities at the relevant time; and

(b) upon the request of the Participant, assist the Participant or its client in bringing the legal
action in Mainland China in the manner as may be required under Mainland China law,
after having regard to its statutory duties and subject to such conditions as HKSCC may
reasonably require (including payment of fees and cost up-front and indemnities to the
satisfaction of HKSCC).

Participants confirm and agree that their title or interest in and entitlements to the China
Connect Securities (whether legal, equitable or otherwise) shall be subject to the applicable
laws of Mainland China and Hong Kong, including laws relating to any disclosure of interest
requirement or foreign shareholding restriction. Participants shall be responsible for ensuring
that they comply with such applicable laws.

In the event that HKSCC, the Exchange or the SEHK Subsidiary is notified by the relevant
China Connect Market, China Connect Clearing House or regulatory body that HKSCC’s
holding in a China Connect Security for Participants has caused any foreign shareholding
limit to be exceeded in breach of any applicable law, HKSCC shall have the power to require
Participants, as determined by HKSCC on a last-in-first-out basis, to reduce such amount of
holdings in their respective Stock Accounts within such time period as may be required by
HKSCC such that the applicable foreign shareholding limit will no longer be exceeded.
Participants shall, upon receipt of any Forced-Sale Notice, reduce their or their clients’
holdings in the relevant China Connect Security as referred to in Rule 4110(iv). Participants
shall have arrangements and authorizations in place to enable them to effect the sale of the
relevant China Connect Security on behalf of their clients should they fail to do so within the
specified time period.

Where China Connect Securities of a Participant are held through HKSCC in any manner, the
Participant covenants, represents and warrants to HKSCC that:-

(a) it shall not raise any claims (whether in contract, tort or otherwise) against HKSCC
arising from or relating to any form of tax, duty, fine or penalty imposed or levied on or
in respect of the China Connect Securities under any applicable law or regulation,
whether or not HKSCC is involved in any tax collection, withholding or related
arrangement; and
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(b) unless HKSCC otherwise agrees, it shall only give voting or other instructions to HKSCC
and not directly to any issuer or the issuer’s authorized agent or representative.
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1002.

10083.

CHAPTER 10
SETTLEMENT SERVICES

Book-entry settlement

HKSCC may provide settlement services to Participants in relation to transactions
accepted by it for settlement and/or clearance. The right to receive and the obligation to
deliver Eligible Securities arising out of transactions accepted for settlement and/or
clearance in CCASS or through an Appointed Depositary will be settled by credit and
debit entries respectively made to the Stock Accounts of Participants.

Transactions accepted for settlement
Transactions accepted for settlement and/or clearance by HKSCC may include:

(i) Exchange Trades (including TSF Exchange Trades) under the CNS System;
(i) Exchange Trades under the Isolated Trades System;

(ila)  China Connect Securities Trades under the CNS System;

(iii)  Clearing Agency Transactions under the CNS System;

(iv)  Clearing Agency Transactions under the Isolated Trades System;

(V) transactions arising out of matched Settlement Instructions by two counterparty
Participants;

(vi) transactions arising out of input (and authorised, if required) of Investor
Settlement Instructions (without affirmation) by Participants or affirmed Investor
Settlement Instructions (with affirmation) by Investor Participants concerned:;

(vii)  Compulsory Stock Borrowing Transactions in CCASS;

(viii)  transactions arising out of cleared Transfer Instructions and Cross-Border
Transfer Instructions by Participants concerned; and

(ix) such other transactions as HKSCC may from time to time accept for settlement in
CCASS (including TSF FX Transactions and Stock Release FX Transactions).

Settlement by DIs or Batch-settlement-runs or on-line delivery

Subject to the Rules and to the availability of Eligible Securities in the relevant Stock
Accounts of the delivering Participants, settlement of the right to receive and the
obligation to deliver Eligible Securities arising out of transactions accepted for
settlement in CCASS will be given effect on each Settlement Day either : -

(i) at the initiation of the delivering Participants by the input of Delivery
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Instructions; or

(i) pursuant to Batch-settlement-runs effected by HKSCC (except those Isolated
Trades and those transactions accepted for settlement in CCASS by matched
Settlement Instructions, which are specifically excluded from Batch-settlement-
runs by either or both of the delivering and receiving Participants in accordance
with the Operational Procedures, those transactions accepted for settlement in
CCASS by input (and authorisation, if required) of Investor Settlement
Instructions (without affirmation) or by affirmed Investor Settlement Instructions
(with affirmation) which are specifically excluded from Batch-settlement-runs
by the relevant Participant inputting the ISI in accordance with the Operational
Procedures and those transactions accepted for settlement in CCASS by Investor
Settlement Instructions (without affirmation) input (and authorised, if required)
after 3:45 p.m. on a Settlement Day by Participants or by Investor Settlement
Instructions (with affirmation) affirmed after 3:45 p.m. on a Settlement Day by
Investor Participants); or

(iii) by way of on-line delivery by HKSCC upon input (and authorisation, if required)
of an Investor Settlement Instruction (without affirmation) by the Participant or
upon affirmation of an Investor Settlement Instruction (with affirmation) by the
Investor Participant concerned, provided that there are sufficient Eligible
Securities in the Stock Account of the delivering Participant concerned, and, in
the case of settlement of an ISI Transaction or Sl Transaction to be settled in
CCASS on a RDP basis, upon receipt of confirmation of payment of such
transaction from the Clearing House of HKAB, and, in the case of a Compulsory
Stock Borrowing Transaction, upon matching of an automatic borrowing request
by HKSCC with a lendable position of a Lender following the final Batch-
settlement run on a Settlement Day, upon matching of a recall request inputted
by the Lender or upon input of a return request by HKSCC

all in accordance with the provisions of the Rules.

For the avoidance of doubt, transactions accepted for settlement in CCASS by virtue of
input (and authorisation, if required) of Investor Settlement Instructions (without
affirmation) by Participants or by virtue of affirmed Investor Settlement Instructions
(with affirmation) will, subject to (i) the Rules, (ii) the availability of Eligible Securities
in the relevant Stock Accounts of the delivering Participants, and (iii) the payment
method specified in the Investor Settlement Instructions, be settled on-line immediately
following input (and authorisation, if required) of the Investor Settlement Instructions
(without affirmation) by Participants or affirmation of the Investor Settlement
Instructions (with affirmation) by the relevant Investor Participants, as the case may be.
If there are insufficient Eligible Securities in the relevant Stock Accounts of the
delivering Participants, settlement will, subject to the Rules and the availability of
Eligible Securities as aforesaid, be given effect to by Batch-settlement-runs effected by
HKSCC in accordance with the Operational Procedures.

A DVP on hold mechanism operates where (i) an I1SI Transaction is to be settled in
CCASS on a DVP basis and (ii) the delivering Participant requires it to be operated. If
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the on hold mechanism operates, the Eligible Securities to be credited to the paying
Participant’s Stock Account under the ISI Transaction will be put on hold. They will
stay on hold until Negative Confirmation of Payment in response to the relevant debit
EPI has been obtained from the paying Participant’s Designated Bank. While the
Eligible Securities are on hold they will remain the property of the delivering
Participant and may not be withdrawn from CCASS or transferred or otherwise used by
the delivering Participant or the paying Participant. Once the Negative Confirmation
has been obtained, the Eligible Securities will become the property of the paying
Participant and may be withdrawn from CCASS or transferred or otherwise used by the
paying Participant. If Negative Confirmation has not been obtained and the paying
Participant’s Designated Bank does not make payment in response to the relevant debit
EPI, HKSCC will recredit the Eligible Securities to the delivering Participant’s Stock
Account and the delivering Participant will be free to withdraw them from CCASS or
transfer or otherwise use them.

An RDP on hold mechanism also operates where an ISI Transaction or an Sl
Transaction is to be settled in CCASS on an RDP basis. This on hold mechanism
operates automatically. The Eligible Securities will be put on hold in the delivering
Participant’s Stock Account for a period determined by HKSCC in accordance with the
Operational Procedures. Until the Eligible Securities ceased to be on hold they will
remain the property of the delivering Participant and may not be withdrawn from
CCASS or transferred or otherwise used by the delivering Participant or the paying
Participant.

For the avoidance of doubt, settlement in CCASS on a RDP basis is subject to the
availability of the Eligible Securities in the relevant Stock Accounts of the delivering
Participants.

In respect of SI Transactions, a Participant may opt to apply an on hold mechanism to
the Eligible Securities credited to its Stock Account upon the settlement of an SI
Transaction for the specific purpose of settling another SI Transaction to which the
Participant is the delivering party. Such Eligible Securities shall not be used for any
purpose other than the settlement of the Participant’s obligation to deliver under the
relevant Sl in accordance with the Operational Procedures. A Participant other than an
Investor Participant may also opt to apply an on hold mechanism for holding settlement
of an SI Transaction or an ISI Transaction. An Sl Transaction subject to this on hold
mechanism will be excluded from settlement by DI and the next Batch-settlement-run
after successful matching. Settlement of such SI Transaction will not be effected until
the matched on hold status has been released by the initiating party or parties, as the
case may be, in accordance with the Operational Procedures. Similarly, an ISI
Transaction subject to this on hold mechanism will be excluded from settlement by DI,
Batch-settlement-runs and online settlement initiated by the input of an ISI (without
affirmation) or affirmation of an ISI (with affirmation). Settlement of such ISI
Transaction will not be effected until the on hold mechanism has been released by the
initiating Participant.

In case a China Connect Clearing Participant has an overdue short CNS position in a
China Connect Security, settlement of the Participant’s delivering SI Transactions in
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1004.

1005.

relation to such China Connect Security will only be effected under the circumstances
as referred to in Section 12.1.6(vi)(e) of the Operational Procedures.

Batch-settlement-runs: sequence of deliveries

The sequence of settlement of transactions in the same Eligible Security by the same
delivering Participant included in the same Batch-settlement-run shall be made in
accordance with the Operational Procedures or in such other manner as is considered by
HKSCC to be appropriate in the circumstances.

HKSCC may, in relation to the settlement of the transactions of a Participant, give
priority to, first the settlement of obligations to deliver Eligible Securities by the
Participant under the CNS System and second, the settlement of obligations to deliver
Eligible Securities by the Participant under the Isolated Trades System.

Unsettled SI transactions

Without prejudice to the rights and liabilities as between the two Participants concerned,
transactions accepted for settlement in CCASS by virtue of matched Settlement
Instructions which remain unsettled after the relevant stipulated settlement dates may be
rejected for settlement in CCASS by HKSCC in accordance with the Operational
Procedures.

1006. Unsettled ISI transactions

1007.

Without prejudice to the rights and liabilities as between the two Participants concerned,
transactions accepted for settlement in CCASS by virtue of input (and authorisation, if
required) of Investor Settlement Instructions (without affirmation) or affirmed Investor
Settlement Instructions (with affirmation) which remain unsettled after the relevant
stipulated settlement dates may be rejected for settlement in CCASS by HKSCC in
accordance with the Operational Procedures.

Unaffirmed ISI (with affirmation) or pending ISIs will be purged from CCASS by
HKSCC in accordance with the Operational Procedures.

Transfer Instructions
The settlement of Transfer Instructions and Cross-Border Transfer Instructions shall be
effected in accordance with the Operational Procedures.

Without prejudice to the rights and liabilities as between the Participant and its
counterparty Transfer Instructions and Cross-Border Transfer Instructions which remain
unsettled after the stipulated settlement date will not be given effect by HKSCC.
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1201.

1202.

CHAPTER 12
MONEY SETTLEMENT SERVICES

Participants to have Designated Bank Accounts

Each Participant shall maintain a General Purpose Designated Bank Account in its own name
and denominated in Hong Kong dollars for the settlement of money obligations in CCASS.
Each Participant which wishes to settle money obligations in CCASS in an Eligible Currency
other than Hong Kong dollars must maintain a Designated Bank Account in its own name and
denominated in that Eligible Currency for the settlement of money obligations in CCASS.

Each China Connect Clearing Participant shall maintain a Designated Bank Account in its
own name and denominated in RMB for the settlement of money obligations in respect of
China Connect Securities Trades to be settled via CPIs and DDIs.

Each Participant other than an Investor Participant may, at its own discretion and with the
approval of HKSCC, maintain in its own name two additional Designated Bank Accounts in
Hong Kong dollars:-

(i) a Designated Bank Account for the settlement of money obligations in respect of ISI
Transactions settled on a DVP or RDP basis; and/or

(i) a Designated Bank Account for the settlement of money obligations in respect of
CCASS transactions (other than ISI Transactions) to be settled via CPIs.

In the case of a Joint Individual Investor Participant, each such Account must be maintained in
the name of all of the individuals comprising such Participant.

Save with the written approval of HKSCC, a Participant shall not close or change any of its
Designated Bank Accounts or modify HKSCC's authority in respect thereof or change any of
its Designated Banks. Without prejudice to the aforesaid, a Clearing Participant which is an
Exchange Participant may, subject to the Rules, receive into its General Purpose Designated
Bank Account New Issue Brokerage passed on to it.

A Clearing Participant or a Custodian Participant which wishes to make payment in Hong
Kong dollars or an Eligible Currency other than Hong Kong dollars under STI Transfers on a
DVP basis in CCASS to its SSA Statement Recipient shall provide HKSCC with the
information of the receiving bank account of SSA Statement Recipient denominated in Hong
Kong dollars or that Eligible Currency, as the case may be. The Clearing Participant or
Custodian Participant shall ensure that such receiving bank account is maintained by and in
the name of SSA Statement Recipient with a bank that has been approved by HKSCC as a
Designated Bank, and that such receiving bank account shall not be closed or changed by SSA
Statement Recipient save with the written approval of HKSCC. In providing such information
of SSA Statement Recipient to HKSCC, the Clearing Participant or Custodian Participant
undertakes to HKSCC that it has obtained the written consent of SSA Statement Recipient to
provide the information to HKSCC and for HKSCC to release such information to other
persons for the purpose of effecting payment to SSA Statement Recipient.

Participants to authorise HKSCC

Each Participant shall authorise its Designated Bank or Designated Banks in writing in such
form as is from time to time deemed acceptable by HKSCC to (i) give effect to instructions
from HKSCC to debit and/or credit its Designated Bank Account(s) and cause payments to be
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made to its SSA Statement Recipients, HKSCC, other Participants or Issuers (or their
receiving bankers), as directed by HKSCC, and (ii) give effect to CHATS Payment
Instructions from HKSCC to the Designated Bank(s); and shall take such steps as shall be
necessary to ensure this to be the case.

Each Participant undertakes not to stop, countermand, or restrain the authority granted to
HKSCC and further agrees to ratify and confirm all actions taken by HKSCC in relation to the
matters contemplated in Rules 1202 to 1207, and where the Participant is a TSF CCASS
Participant, additionally, in relation to the matters contemplated in Rules 12A13 and 12A15.

Each Clearing Participant which is an Exchange Participant is deemed to have authorised
HKSCC to disclose information relating to its General Purpose Designated Bank Account to
any Issuer and/or its agent subject to the Rules to enable such Issuer or its agent to pay the
New Issue Brokerage, if any, into such General Purpose Designated Bank Account.

1203. Extent of HKSCC's authority

HKSCC shall be authorised to cause credits and debits to be made to the Designated Bank
Accounts in relation to the following:-

(i) the money obligations due to or from Clearing Participants by or to HKSCC under the
CNS System and all other money payments in relation thereto;

(i) the money obligations due to or from Clearing Agency Participants by or to HKSCC
under the CNS System and all other money payments in relation thereto;

(iif) ~ the money obligations, if any, between Clearing Participants in respect of the
settlement of Exchange Trades under the Isolated Trades System stipulated to be made
against payment in CCASS in accordance with the Rules;

(iv)  the money obligations, if any, between Participants in respect of the settlement of
transactions arising out of matched Settlement Instructions stipulated to be made
against payment in CCASS in accordance with the Rules;

(V) the money obligations, if any, between Participants in respect of the settlement of
Clearing Agency Transactions under the Isolated Trades System stipulated to be made
against payment in CCASS in accordance with the Rules;

(vi)  the money obligations, if any, between a Participant other than an Investor Participant
and an Investor Participant in respect of the settlement of transactions arising out of
affirmed Investor Settlement Instructions stipulated to be made against payment in
CCASS in accordance with the Rules;

(vii)  the provision of nominee services by HKSCC with respect to Eligible Securities
deposited into or otherwise held or recorded in CCASS, including, but not limited to,
the distribution by HKSCC of all interest or dividends received by HKSCC or its
nominee in respect of such Eligible Securities and the collection of funds from
Participants in relation to the provision of nominee services;

(viii) the payments and refunds of money referred to in paragraphs 1101 (vi) to (viii)
(inclusive) of the Rules in respect of Electronic Application Instructions for New Issue
Shares, Tender Instructions and the issue and redemption of Units;

(ix)  the payment of the money due in respect of Tender Instructions and the refund of
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1204.

money resulting from unsuccessful or partially unsuccessful tenders;

(ixa) the payment of the money received by HKSCC from CMU counterparty on settlement
of Transfer Instructions on a delivery versus payment basis in CMU, the return of
money paid by the Participant in excess of the actual settlement amount paid on
settlement of Transfer Instructions and, the return of money paid by the Participant in
respect of unsettled and cancelled Transfer Instruction;

x) the payment or settlement of all other sums owing and obligations between HKSCC
and Participants (including, without limitation, the fees and expenses payable
hereunder) as contemplated in the Rules and all other sums which HKSCC may be
authorised by Participants to collect from time to time; and

(xi)  the payment of money by Clearing Participants and Custodian Participants to their
SSA Statement Recipients in respect of STI Transfers effected as a result of Stock
Segregated Account Transfer Instructions stipulated to be made against payment in
CCASS in accordance with the Rules.

HKSCC reserves the right to debit or credit the Designated Bank Accounts to rectify erroneous
payments made to or received from Participants and shall notify affected Participants if it
exercises this right.

In relation to money obligations in respect of CCASS transactions to be settled via CPIs,
HKSCC shall be authorised to generate CPIs in relation to such transactions to the Designated
Banks of paying Participants in accordance with the Operational Procedures.

In relation to entitlement payments for which HKSCC has credited the relevant Participants’
Money Ledgers before receipt of payment and if, for whatever reason, the relevant entitlement
payments are not received by HKSCC, HKSCC shall have the right either to arrange for an
amount equivalent to that credited by HKSCC to be debited from the relevant Participants’
Money Ledger or require the relevant Participants to immediately refund the amount to
HKSCC either by bank draft, cheque or telegraphic transfer or in such other manner as
HKSCC deems appropriate.

In relation to the payment of the New Issue Brokerage into the General Purpose Designated
Bank Accounts of Clearing Participants which are Exchange Participants, HKSCC is deemed
to have been authorised by the Clearing Participants to disclose to the Issuer and/or its agent
information relating to the Clearing Participants’ General Purpose Designated Bank Accounts.
For the avoidance of doubt, all New Issue Brokerage paid into the General Purpose
Designated Bank Accounts of Clearing Participants shall be subject to the rights and
authorities of HKSCC in relation to the General Purpose Designated Bank Accounts under the
Rules, including but not limited to HKSCC’s right of set off under Rule 1207.

Payments relating to Isolated Trades which are Exchange Trades

In relation to the Isolated Trades System, a delivering Participant shall specify in the Delivery
Instruction whether or not the delivery of Eligible Securities in CCASS is to be made against
payment in CCASS in accordance with the Rules.

The amount to be paid by the Participant receiving Eligible Securities in respect of an Isolated
Trade which is an Exchange Trade shall be in accordance with the terms thereof as reported to
HKSCC by the Exchange (or as provided by Participants, as the case may be).

If delivery in respect of an Isolated Trade which is an Exchange Trade is to be made against
payment in CCASS in accordance with the Rules, upon delivery of Eligible Securities in
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CCASS, HKSCC shall facilitate the settlement of money obligations by giving instructions to
the Designated Banks of the two Participants concerned to cause the relevant amount to be
debited and credited as the case may be, to their Designated Bank Accounts for value on the
same Settlement Day.

1205. Payments relating to SI and ISI transactions

In relation to the settlement in CCASS of Sl Transactions in Eligible Securities, the two
Participants to each transaction shall each specify in the Settlement Instructions whether or not
the delivery of Eligible Securities in CCASS is to be made against payment in CCASS in
accordance with the Rules on a Delivery Versus Payment or DVP basis or on a Real Time
Delivery Versus Payment or RDP basis and if so, specify the amount of such payment. A
delivering Participant under an ISI Transaction may also specify in the Investor Settlement
Instruction whether or not the Eligible Securities to be delivered to the receiving Participant's
Stock Account are to be put on hold until HKSCC obtains Negative Confirmation of Payment
from the receiving Participant's Designated Bank in accordance with the Operational
Procedures.

In relation to the settlement in CCASS of ISI Transactions in Eligible Securities, the Participant
party to such transaction which is not an Investor Participant shall specify in the Investor
Settlement Instruction whether or not the delivery of Eligible Securities in CCASS is to be made
against payment in CCASS in accordance with the Rules on a Delivery Versus Payment or DVP
basis or on a Real Time Delivery Versus Payment or RDP and if so, specify the amount of such
payment.

If delivery in respect of a Settlement Instruction or an Investor Settlement Instruction is to be
made on a DVP basis in CCASS in accordance with the Rules, upon delivery of Eligible
Securities in CCASS, HKSCC shall facilitate the settlement of money obligations by giving
instructions to the Designated Banks of the two Participants concerned to cause the relevant
amount to be debited and credited to their Designated Bank Accounts for value on the same
Settlement Day.

If delivery in respect of a Settlement Instruction or an Investor Settlement Instruction is to be
made on a RDP basis in CCASS in accordance with the Rules, upon putting the Eligible
Securities on-hold in the delivering Participant's Stock Account, HKSCC shall facilitate the
settlement of money obligations by way of CHATS Payment Instructions to the Designated
Bank of the paying Participant concerned in accordance with the Operational Procedures. The
delivering Participant is deemed to have authorised HKSCC to disclose its bank account
information to the paying Participant of a CHATS Payment Instruction.

1205A. Payments relating to STI Transfer

In relation to the transfer of Eligible Securities in CCASS under STI Transfer, the Clearing
Participant or Custodian Participant shall specify in the Stock Segregated Account Transfer
Instruction whether or not the transfer of Eligible Securities in CCASS is to be made against
payment in CCASS in accordance with the Rules on a Delivery Versus Payment or DVP basis
and if so, specify the amount of such payment.

1205B. Payments relating to Transfer Instructions

In relation to a transfer of Exchange Fund Notes, Government Bonds, Specified Instruments or
CMU Instrument to be settled between CCASS and CMU, a Participant shall specify in its
Transfer Instruction whether or not the transfer between CCASS and CMU is to be made
against payment and if so, specify the amount and the currency of such payment, being the
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1206.

settlement amount and the settlement currency.

Where the transfer is to be effected between CCASS and CMU on a delivery versus payment
basis in CMU with payment to be received by HKSCC, HKSCC is authorized to and it will,
upon receipt of the settlement confirmation from CMU and the relevant settlement amount,
issue a credit entry of the relevant amount to the Participants’ Money Ledger to be settled
against its Designated Bank Account in accordance with the Operational Procedures.

Where the transfer is to be effected between CCASS and CMU on a delivery versus payment
basis in CMU with payment to be made to a Recognized Dealer or CMU Member, the
Participant must pay the required amount of payment, being the aggregate of the settlement
amount and an amount equivalent to the value determined by the CMU from time to time as
the tolerance limit of settlement amount, to HKSCC before the specified deadline in
accordance with the Operational Procedures to facilitate the settlement of the transfer between
CCASS and CMU in accordance with the Transfer Instruction. Otherwise, the Transfer
Instruction will not be effected. HKSCC is authorized to pay the required amount of payment
received from the Participant or any part thereof to the relevant Recognized Dealer or CMU
Member in respect of the settlement of the transfer between CCASS and CMU in accordance
with the Operational Procedures and to return the remaining balance of the required amount of
payment (if any) to the Participant. If the Transfer Instruction is not settled and cancelled, the
required amount of payment received by HKSCC will be returned to the Participant. HKSCC
is authorized to credit the Participant’s Money Ledger with the relevant amounts in accordance
with the Operational Procedures.

Payments relating to Isolated Trades which are Clearing Agency Transactions

In relation to an Isolated Trade which is a Clearing Agency Transactions, the Clearing Agency
Participant shall upon reporting of the transaction details, indicate whether or not the delivery of
Eligible Securities in CCASS is to be made against payment in CCASS in accordance with the
Rules.

The amount to be paid by the Participant receiving Eligible Securities in respect of an Isolated
Trade which is a Clearing Agency Transaction shall be in accordance with the terms thereof as
reported to HKSCC by the Clearing Agency Participant.

If delivery in respect of an Isolated Trade which is a Clearing Agency Transaction is to be made
against payment in CCASS in accordance with the Rules, upon delivery of Eligible Securities in
CCASS, HKSCC shall facilitate the settlement of money obligations by giving instructions to the
Designated Banks of the Participants concerned to cause the relevant amount to be debited and
credited, as the case may be, to their Designated Bank Accounts for value on the same Settlement
Day.

1206A. Payments relating to TSF FX Transactions and Stock Release FX Transactions

1207.

For payments relating to TSF FX Transactions and Stock Release FX Transactions, Rules
12A11 and 12A12 shall apply respectively.

Set-off

HKSCC shall be entitled to apply any sums denominated in any currency standing to the credit
of any account (including but not limited to any account in Money Ledger or CCMS) with
HKSCC of a Participant in satisfaction of any sum denominated in any currency due or
payable by such Participant to HKSCC, whether actual or contingent, and whether solely or
jointly with any other person.

GENERAL RULES OF CCASS



12/6

Subject to any applicable Clearing Links Agreement, where a Participant operates or is liable
to HKSCC in one or more capacities (including but not limited to being a China Connect
Clearing House) and under one or more arrangements (including but not limited to one or
more Clearing Links) under these Rules, and HKSCC terminates the relevant arrangement(s)
due to the declaration by HKSCC of an Event of Default in respect of such Participant, then
upon such termination, all obligations between the Participant and HKSCC in any capacity or
under any arrangement under the Rules to return any settlement guarantee fund, settlement
reserve fund or other assets or amounts transferrable or transferred for risk management
purposes in respect of the clearing and settlement of any Exchange Trades or China Connect
Securities Trades (or the cash equivalent of such assets as determined by HKSCC) shall
accelerate and become immediately due and payable, and HKSCC shall be entitled to apply
any due and payable amounts owed between itself and such Participant in connection with the
settlement or risk management of any Exchange Trades or China Connect Securities Trades
and any sums denominated in any currency standing to the credit of any account (including but
not limited to any account in Money Ledger or CCMS) with HKSCC of such Participant (in
any capacity or under any arrangement) by way of set-off, such that only a net sum shall be
payable by or to such Participant, provided that any paid shares held by such Participant on
behalf of other persons shall not be included in such application.

Any agreement between a Participant and HKSCC to the contrary notwithstanding, if a
Participant has multiple Designated Bank Accounts, HKSCC may treat them as one account
for the purposes of this Rule.

For the purpose of this Rule, HKSCC is authorised to purchase with sums denominated in any
currency standing to the credit of any such account such other currencies as may be necessary
to effect such application and any agreement relating to such credit balance shall be deemed to
incorporate a provision entitling HKSCC so to apply such credit balance whether or not the
same is held on any special terms (including where it shall only be repayable at some future
date).

HKSCC shall not be obliged to exercise its rights under this Rule.

1208. Sums payable on demand/default interest

Notwithstanding any other provision in the Rules, all sums due or payable by Participants to
HKSCC pursuant to the Rules shall be payable on demand and HKSCC shall be entitled to
require payment in such manner as it considers appropriate including, without limitation,
payment by CHATS, telegraphic transfer, bank draft or cashier order.

If any sum due and payable by a Participant to HKSCC is not paid when due, HKSCC shall be
entitled to require payment of default interest on the outstanding amount at such rate as shall
from time to time be decided by HKSCC (but not exceeding 3% above the prime lending rate
prevailing at the time as determined by HKSCC).

Unless otherwise provided in the Rules, no interest will be payable by HKSCC on any sum
due or payable by HKSCC to Participants.

1209. Extent of obligations of HKSCC

The extent of HKSCC's obligation to provide money settlement services hereunder is limited
to the giving of instructions (i) to the Designated Banks to cause debits and credits to be made
to the Designated Bank Accounts of Participants as contemplated in the Rules and to
endeavour to give such instructions to the Designated Banks in time to achieve payment for
value the same day and (ii) the generating of CHATS Payment Instructions from HKSCC to
the Designated Banks of paying Participants to facilitate money settlement in accordance with
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the Operational Procedures.

The extent of involvement of HKSCC in relation to the payment of the New Issue Brokerage
to the General Purpose Designated Bank Accounts of Clearing Participants which are
Exchange Participants is limited to the provision of information relating to the General
Purpose Designated Bank Accounts to the Issuer and/or its agent to facilitate them to make
payment into such General Purpose Designated Bank Accounts.

Without prejudice to any liability that HKSCC may have in respect of anything not done or not
omitted to be done in good faith on its part, HKSCC, the Exchange, and a recognized
exchange controller which is the controller of HKSCC shall not be liable for any delay by any
Designated Bank in giving effect to HKSCC’s instructions or if HKSCC fails to give
instructions to any Designated Bank in time on a Settlement Day to achieve payment for value
the same day or for any error, discrepancy, delay, default or failure by any Issuer and/or its
agent in paying the New Issue Brokerage into the General Purpose Designated Bank Account
of any Clearing Participant which is an Exchange Participant or for any delay or failure by
HKSCC in providing information in time to facilitate payment of the New Issue Brokerage
into the General Purpose Designated Bank Account or for any delay, error or failure in the
transmission, receipt or execution of information or instructions due to a breakdown or failure
of any communication or telecommunications network facilities or for any delay, error,
omission or default on the part of, or of any operator of, any clearing house for any Eligible
Currency or of any institution or person providing clearing and settlement services in any
Eligible Currency or, without prejudice to the generality of the foregoing, for any defective or
incorrect or incomplete messages received from any such clearing house, operator, institution
or person or from any action taken or omitted by HKSCC in reliance on such messages.

1210. Tax

HKSCC shall make any payments due to a Participant net of any Withholding Tax (whether
withheld by HKSCC or any other parties), and HKSCC shall have no obligation to gross-up
any such payment or to pay any additional amount as a result of such Withholding Tax.
HKSCC shall be entitled to deduct Withholding Tax from payments to a Participant.

In the event that any payment made by a Participant to HKSCC is subject to deduction or
withholding (either at the time of such payment or in the future) for or on account of any
Withholding Tax, then the Participant shall pay to HKSCC an amount, in addition to the
payment to which HKSCC is otherwise entitled, necessary to ensure that the net amount
actually received by HKSCC (free and clear of any such deduction or withholding for or on
account of any such Withholding Tax), will be equal to the full amount HKSCC would have
received in the absence of any such deduction or withholding.
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If a TSF CCASS Participant wishes to de-earmark earmarked TSF Stocks or to release
earmarked TSF Stocks from the restrictions referred to in Rule 12A09 without selling them,
it may effect a book-entry movement of the relevant number of earmarked TSF Stocks from
its relevant TSF Account to any other Stock Account (except a Stock Collateral Control
Account, an SSA with Statement Service and a Special Segregated Account) by inputting
and authorising a Stock Release Request for submission to HKSCC.

Unless HKSCC otherwise determines, HKSCC shall notify its acceptance of a Stock
Release Request through CCASS after validation of such Request.

Upon the submission of a Stock Release Request by a TSF CCASS Participant, the
Participant shall be deemed to have placed an irrevocable order to sell RMB to HKSCC for
HKD in respect of the amount representing the total market value of the earmarked TSF
Stocks based on the closing price of the TSF Stocks on the Trading day immediately
preceding the day on which the Stock Release Request was submitted, as recorded on the
Exchange, at the FX rate set out in this Rule.

Upon HKSCC'’s acceptance of a Stock Release Request, a Stock Release FX Transaction
shall automatically be generated and unless HKSCC otherwise determines, the transfer or
debit of the specified number of earmarked TSF Stocks from the TSF CCASS Participant’s
relevant TSF Account to its other designated Stock Account will be effected. Such transfer,
if permitted, shall have the effect of de-earmarking the relevant earmarked TSF Stocks and
releasing the TSF Stocks from the restrictions set out in Rule 12A009.

Under a Stock Release FX Transaction, the relevant TSF CCASS Participant shall be
deemed to have agreed, on an irrevocable and unconditional basis, to pay an amount in
RMB representing the total market value of the earmarked TSF Stocks referred to above to
HKSCC on the second Settlement Day after the day on which HKSCC accepts the Stock
Release Request, and subject to the relevant TSF Partner Bank delivering the relevant funds
in HKD to HKSCC, settlement of the Stock Release FX Transaction will be effected by
HKSCC causing a credit to the relevant Designated Bank Account of the TSF CCASS
Participant with an amount in HKD representing the equivalent of the RMB amount paid by
the TSF CCASS Participant on the same Settlement Day, by reference to the following FX
rates:

(i)  where a Stock Release Request is accepted by HKSCC at or before 12:00 noon on a
Trading day, the applicable FX rate shall be the RMB Buy Final FX Rate published at
approximately 12:45 p.m. on that Trading day; and

(i)  where a Stock Release Request is accepted by HKSCC after 12:00 noon on a Trading
day, the applicable FX rate shall be the RMB Buy Final FX Rate published at
approximately 4:45 p.m. on that Trading day.

Detailed procedures on the submission and acceptance of Stock Release Requests and
related provisions are set out in the Operational Procedures.

12A13. Extent of HKSCC’s authority
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In addition to Rule 1203, HKSCC shall be authorised to cause credits and debits to be made
to the HKD and/or RMB Designated Bank Account(s) in relation to the following:

(1) with respect to TSF Clearing Participants, the money obligations due to or from such
Participants by or to HKSCC in relation to TSF Exchange Trades under the CNS
System and all other money payments in relation thereto;

(ii) with respect to TSF CCASS Participants, the money obligations due to or from such
Participants by or to HKSCC in relation to TSF FX Transactions and/or Stock Release
FX Transactions;

(iii) with respect to TSF CCASS Participants, the payment or settlement of all other sums
owing and obligations between HKSCC and the TSF CCASS Participants (including,
without limitation, the fees and expenses payable hereunder) as contemplated in the
Rules and all other sums which HKSCC may be authorised by such Participants to
collect from time to time.

HKSCC reserves the right to debit or credit the HKD and/or RMB Designated Bank
Account(s) of each TSF CCASS Participant to rectify erroneous payments made to or
received from TSF CCASS Participants and shall notify affected TSF CCASS Participants if
it exercises this right.

In relation to money obligations in respect of TSF FX Transactions and Stock Release FX
Transactions to be settled via CPIs, HKSCC shall be authorised to generate CPlIs in relation
to such transactions to the HKD and/or RMB Designated Banks of paying TSF CCASS
Participants in accordance with the Operational Procedures.

12A14. Collateral

Without prejudice to any other provisions of the Rules, HKSCC shall be entitled
from time to time to require a TSF CCASS Participant which is (pursuant to Rule
901(ia)) a party to a TSF FX Transaction or (pursuant to Rule 12A12) a party to a
Stock Release FX Transaction to pay to it forthwith on demand a cash sum of such
amount as HKSCC shall consider appropriate as Collateral to be used by HKSCC as
collateral for the TSF CCASS Participant’s obligations and liabilities under a TSF
FX Transaction or a Stock Release FX Transaction or to be applied in or towards the
satisfaction of such obligations and liabilities, the payment of any sums or expenses
incurred by HKSCC in respect of such TSF FX Transaction or Stock Release FX
Transaction (including fees arising from a reversal of any transactions) or the
payment of any fees or penalties due to or imposed by HKSCC from time to time.

Where Collateral is paid to HKSCC under this Rule, HKSCC shall have the right to apply
all or part of the Collateral at any time without prior notice being given to a TSF CCASS
Participant in or towards satisfaction or payment of the obligations and liabilities (actual or
contingent) of such Participant as referred to above, and the only obligation of HKSCC in
respect of such Collateral received shall be to pay the TSF CCASS Participant an amount
equal to the balance remaining after satisfaction of all such obligations and liabilities.
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corresponding TSF FX Transactions, as if it was a party to these trades and
transactions and shall not be entitled to decline to settle and clear any TSF Exchange
Trades of the Non-Clearing Participant or settle any corresponding TSF FX
Transaction to which the Non-Clearing Participant is a party;

(iii)  have arrangements in place with each Non-Clearing Participant for the Non-Clearing
Participant to notify it of all TSF Exchange Trades concluded by the Non-Clearing
Participant and all corresponding TSF FX Transactions of which the Non-Clearing
Participant is a party;

(iv) have arrangements in place to monitor the ability of each Non-Clearing Participant
with whom it has entered into a Clearing Agreement to satisfy promptly all
obligations arising from the TSF Exchange Trades concluded by such Non-Clearing
Participant and the TSF FX Transactions to which such Non-Clearing Participant is a
party; and

(v) forthwith notify HKSCC of any failure of its Non-Clearing Participant to meet its
obligations under the Clearing Agreement.

12A22. Typhoons, Extreme Conditions and rainstorms

If a Typhoon Signal No. 8 or above is hoisted or lowered, Extreme Conditions are
announced or cancelled and/or a Black Rainstorm Warning is issued or cancelled on any
Business Day, the provisions set out in the Operational Procedures with respect to the TSF
shall apply.
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CHAPTER 14
STATEMENTS AND REPORTS

1401. Aduvices, statements, reports available
HKSCC shall furnish Participants with such advices, statements and reports at such times and
in such form and manner as may be specified in the Operational Procedures or as may be from
time to time prescribed by it.

Pursuant to Section 16.8 of the Operational Procedures, HKSCC shall furnish SSA Statement
Recipients with advices, statements and reports relating to SSA with Statement Service at such
times and in such form and manner as may be specified in the Operational Procedures or as
may be from time to time prescribed by HKSCC.

1402. Participants to check

It shall be the responsibility of each Participant to promptly check and reconcile with its own
records details of such advices, statements and reports and to promptly notify HKSCC in
writing and in respect of the Yellow Form Share Allotment Report in the notification of
discrepancies form prescribed by HKSCC of any error or omission contained in such advices,
statements and reports (in any event within one Business Day in the case of Participants other
than Investor Participants and within ten Business Days in the case of Investor Participants
except in respect of the Yellow Form Share Allotment Report, Participants other than Investor
Participants shall notify HKSCC of the error or omission before the deadline stipulated in the
notification of discrepancies form). HKSCC reserves the right to rectify errors and omissions
at any time.

1403. Aduvices, statements, reports to be conclusive

Unless otherwise stated in the Rules, any advice, statement or report provided by HKSCC
shall, in the absence of manifest error (and in any event after one Business Day of the
availability of such advice, statement or report (except in respect of the Yellow Form Share
Allotment Report, after the deadline stipulated in the notification of discrepancies form) in the
case of Participants other than Investor Participants and after ten Business Days of the deemed
receipt of such advice, statement or report in the case of Investor Participants), be conclusive
as to its subject matter. Except as otherwise agreed by HKSCC, the failure of a Participant to
inform HKSCC of any error or omission in any advice, statement or report promptly (in any
event within one Business Day (except in respect of the Yellow Form Share Allotment Report,
before the deadline stipulated in the notification of discrepancies form) in the case of
Participants other than Investor Participants and within ten Business Days in the case of
Investor Participants) shall constitute a waiver in favour of HKSCC by such Participant of any
right to require rectification.

HKSCC may in its absolute discretion entertain a late request by a Participant to rectify an
error or omission, as aforesaid.

For the avoidance of doubt, HKSCC shall not be obliged to entertain any notification of error
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or omission in any advice, statement or report or any request to rectify any error or omission in
any advice, statement or report from any person other than from a Participant or a Designated
Bank.

1404. Audited accounts of HKSCC
HKSCC shall furnish Participants (other than Investor Participants) and the Commission with
a copy of its audited accounts every year, together with a copy of the audited accounts of the
Guarantee Fund.

HKSCC shall furnish Investor Participants with a copy of its annual audited accounts if so
requested by the Participant.
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CHAPTER 16
FEES AND EXPENSES

1601. Fees and expenses payable
Participants shall pay such fees, charges, expenses and disbursements in respect of the

services and facilities provided by HKSCC as shall be specified from time to time by HKSCC
or as provided in the Operational Procedures, such amounts to be payable at such times and in
such manner as shall be specified by HKSCC.
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1701.

1702.

1703.

CHAPTER 17
CONTINUING OBLIGATIONS OF PARTICIPANTS

Further conditions

Unless otherwise waived by HKSCC, a Participant shall continue to comply with any
conditions of admission imposed by HKSCC and such further conditions as may be imposed
by HKSCC from time to time.

Further assurances

HKSCC shall be entitled from time to time to require Participants to provide on demand
assurances or additional assurances in such form, to such extent and in such manner as is
determined by HKSCC to be appropriate by reference to, inter alia, the level of exposure of
such Participants to HKSCC and such other matters as HKSCC shall consider relevant.

A Participant providing assurances to HKSCC, where applicable, represents and warrants in
favour of HKSCC that it has title and authority to provide such assurances to HKSCC, free
from all liens, charges, encumbrances, equities and all other third party rights of any nature
whatsoever.

HKSCC may apply all or any of the assurances (including all rights and entitlements thereto,
if any) at any time without prior notice to the Participant in or towards satisfaction of the
obligations and liabilities (actual or contingent) of such Participant to HKSCC.

A Participant shall not create or permit to subsist any mortgage, charge or other encumbrance
over all or any of the assurances. The assurances shall be in addition to and independent of
any security which HKSCC may at any time hold for the obligations and liabilities of such
Participants.

In respect of any sums received by HKSCC as assurances from a Participant, the only
obligation of HKSCC to such Participant shall be to pay such Participant an amount equal to
the balance after satisfaction of all obligations and liabilities (actual or contingent) of such
Participant to HKSCC.

Other responsibilities
Each Participant undertakes that:-

0] it will comply with any law, decree, rule, regulation, or order of any government,
regulatory authority, competent authority, court or tribunal anywhere in the world,
applicable to it or to its status, the conduct of its business, the performance of its
obligations as a Participant or its participation in CCASS, including, for the avoidance
of doubt, all applicable laws, decrees, rules, regulations, and orders of any
government, regulatory authority, competent authority, court or tribunal relating to the
prevention of bribery, money laundering, tax evasion, financial crimes and terrorist
financing;
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(i) it will comply with the Rules and with any orders, directions or practice notes from
time to time issued or prescribed by HKSCC in respect of the services and facilities of
CCASS, whether of a temporary or permanent nature;

(iii) it will notify HKSCC of any change in the details supplied to HKSCC at the time of
admission and thereafter, including but not limited to anything relating to such
Participant, its directors or employees which would render inaccurate, incomplete or
superseded a statement or information previously furnished by such Participant to
HKSCC in connection with either (a) such Participant’s application for admission to
be a Participant or (b) the status of such Participant under the Tax Information
Exchange Framework, the documentation previously furnished by such Participant on
such status or the meeting by HKSCC under clause (vii) of any obligations relating to
the Tax Information Exchange Framework;

(iv) it will notify HKSCC forthwith upon it becoming aware of the presentation of any
petition for its bankruptcy or winding-up or of any winding-up or bankruptcy order
made against it, the convening of any meeting to consider a resolution for its voluntary
winding-up or the passing of such a resolution, the appointment or purported
appointment of a receiver in respect of any of its property, any change in its financial
conditions which may lead to its bankruptcy, winding-up or the appointment of a
receiver in respect of its property, or any other change in its circumstances material to
its participation in CCASS;

(v) it will keep records in sufficient detail of its use of any of the services and facilities of
CCASS and upon HKSCC's request, make available for inspection by HKSCC all
such records and in the case of Participants other than Investor Participants, allow
HKSCC, during normal office hours, to enter its premises where such records are kept
and inspect such records;

(vi) it (which does not include an Investor Participant) will provide HKSCC with any
information requested by an exchange, clearing house, regulatory authority or an
organization (whether within or outside Hong Kong) with which HKEX, HKSCC or
the Exchange has entered into an information sharing arrangement or agreement;

(vii) it will provide HKSCC with sufficient information so as to enable HKSCC to
determine whether any payments to be made by HKSCC under these Rules are
withholdable payments pursuant to the Tax Information Exchange Framework and to
enable HKSCC to meet any applicable obligations relating to the Tax Information
Exchange Framework; and

(viii) it (which does not include an Investor Participant) will provide to HKSCC:

(a) as soon as reasonably practicable subsequent to any reorganisation of its
corporate group, an updated group organisation chart;

(b)  onan annual basis, a list of each of its direct and indirect shareholders holding
10% or more of the share capital or voting rights of the Participant;

(c)  assoon as reasonably practicable following a change (direct or indirect) of 10%
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or more in the share capital or voting rights of the Participant (including any
change in the interest of an existing shareholder who holds an interest (direct or
indirect) of 10% or more in the share capital or voting rights of the Participant
and any new shareholder acquiring an interest (direct or indirect) of 10% or
more in the share capital or voting rights of the Participant), the relevant
information setting out such change; and

(d)  within the time frame specified by HKSCC, such information as HKSCC may
request from time to time including changes to its financial condition.

1704. GCPs which are registered institutions

Each GCP which is a registered institution under the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) shall notify HKSCC in writing without delay
providing full particulars known to it of:

(i)

(i)

(iii)

(iv)

v)

any failure to maintain Tier 1 capital in an amount not less than that set out in Rule
303;

a decrease in Tier 1 capital by more than 10% from the amount of Tier 1 capital
shown on its most recent financial information as provided to HKSCC pursuant to
Section 19.2.3 of the Operational Procedures;

any events or matters which relate to its clearing activities and exposure to general
and financial risks as from time to time specified in these Rules or as HKSCC may
from time to time specify or notify to GCPs;

any material breach, infringement of or non- compliance with any provisions of these
Rules, or where it has reason to suspect any such breach, infringement or non-
compliance whether by itself, or any other persons acting on its behalf; and

within the time frame specified by HKSCC, submit to HKSCC such statements,
books, records, accounts, other documents or information which relate to its clearing
activities or its exposure to general and financial risks as HKSCC may reasonably
demand, and shall promptly respond to all queries from HKSCC.
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CHAPTER 18

FINANCIAL AND ACCOUNTING REQUIREMENTS

1801. Scope of requirements
Each Participant shall comply with the financial and accounting requirements applicable to it
as specified in the Operational Procedures.
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CHAPTER 20

DISCIPLINARY ACTIONS

2001. Circumstances subject to disciplinary actions

Subject to Rule 2013, HKSCC may institute disciplinary proceedings against a Participant in
respect of an act of misconduct committed or reasonably believed to have been committed by
it. An act of misconduct includes :-

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

a breach of the Rules or the Participant Agreement (including, without limitation, in
the case of a Clearing Participant, where the Clearing Participant fails to comply with
its obligations to HKSCC or to other Clearing Participants (as the case may be) in
relation to the due and punctual settlement under the CNS System or under the
Isolated Trades System and matters relating thereto);

a failure to comply with any conditions or requirements for its continued participation
in CCASS as are from time to time imposed by HKSCC;

a failure to comply with any decision, requirement, condition or direction of HKSCC
having binding effect;

a failure to co-operate with HKSCC in matters relating to CCASS or an Appointed
Depositary, whether or not relating to the Participant, which materially affects the
interests of HKSCC or other Participants;

being subject to an adverse finding by any competent authority wherever situated
including without limitation, any court of competent jurisdiction, the Commission or
any committee or tribunal of the Commission, and/or the Exchange, any self-
regulatory organization, recognized professional body, overseas regulatory body or
other body exercising regulatory or disciplinary functions;

errors, delays or other conduct detrimental to the operations of CCASS or an
Appointed Depositary or conduct which in HKSCC's opinion is detrimental to the
interests or reputation of HKSCC or other Participants;

provision to HKSCC of information (including information for the purpose of
becoming a Participant) which is false, misleading or inaccurate in a material
particular;

being knowingly concerned in, or improper conduct which causes or contributes to,
an act of misconduct falling within sub-paragraphs (i) to (vii) of this Section by
another person;

failure to pay a fine or comply with any other disciplinary action or penalty imposed
by HKSCC within the specified time;
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2002.

2003.

)

(xi)

(xii)

(xiii)

(xiv)

(xv)

conduct which leads to any disciplinary action being taken against HKSCC or which

leads to HKSCC being in breach of the rules of an Appointed Depositary;

failure to provide information requested by an exchange, clearing house, regulatory
authority or an organization (whether within or outside Hong Kong) with which
HKEX, HKSCC or the Exchange has entered into an information sharing
arrangement or agreement (this act of misconduct does not apply to an Investor
Participant) or pursuant to Rule 1703(iii) or (vii);

if the Participant is a Common Participant, a default in payment of any sum payable
to any other Recognized Clearing House or an event of default committed by the
Participant under the rules of such Recognized Clearing House;

if the Participant is a TSF CCASS Participant, a failure to comply with any TSF
Participant Registration Criteria or any other conditions or requirements for its
continued registration as a TSF CCASS Participant, or a failure to comply with any
provisions of, or any of its obligations under, Chapter 12A of the Rules, Section 12A
of the Operational Procedures and other related provisions in the Operational
Procedures;

if the Participant is a China Connect Clearing Participant, a failure to comply with
any China Connect Clearing Participant Registration Criteria or any other conditions
or requirements for its continued registration as a China Connect Clearing Participant,
or a failure to comply with any provisions of, or any of its obligations under, Chapter
41 of the Rules, Section 10A of the Operational Procedures and other related
provisions in the Rules and Operational Procedures; and

if the Participant is a China Connect Clearing House, a failure to comply with any
China Connect Clearing House qualification requirements or any other conditions or
requirements for its continued registration as a China Connect Clearing House, or a
failure to comply with any provisions of, or any of its obligations under Chapter 42 of
the Rules and other related provisions in the Rules and Operational Procedures,
including those applicable to a Clearing Agency Participant which is a China Connect
Clearing House.

Participants responsible for officers, employees, etc.

For the purpose of determining whether a Participant may be liable to be disciplined under
Rule 2001, the acts or omissions of its directors, partners, principals, officers, employees,
trainees, agents and representatives shall be deemed to be the acts or omissions of the
Participant.

Disciplinary actions

Without prejudice to any other right HKSCC may have, on each charge admitted by or
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proved against a Participant, the Disciplinary Committee may take no action or impose any
one or more of the penalties set out below: -

(1)
(i)
(iif)

(iv)
(v)

(vi)

(vii)

(viii)

(ix)

)

expel the Participant from participation in CCASS;
suspend the Participant from participation in CCASS;

limit the Participant's activities or access to certain services and facilities provided by
HKSCC (whether in respect of Eligible Securities held in CCASS or otherwise) on
such terms and for such period as HKSCC shall consider to be appropriate;

impose a fine on the Participant;

publicly censure the Participant (including its directors, partners, principals, officers,
employees, trainees, agents and/or representatives);

prohibit or otherwise limit the activities of the directors, partners, principals, officers,
employees, trainees, agents and/or representatives of the Participant in relation to the
operations of CCASS, and/or services or facilities provided by HKSCC, if the
Disciplinary Committee determines that such directors, partners, principals, officers,
employees, trainees, agents and/or representatives have engaged in conduct
detrimental to the operations of CCASS, services or facilities provided by HKSCC or
to the reputation of HKSCC or other Participants;

notify the matter to any competent authority to which a Participant is subject;

privately censure the Participant including any of its directors, partners, principals,
officers, employees, trainees, agents and/or representatives;

suspend the Participant's right to use any or all of the services and/or facilities
provided by HKSCC (whether in respect of Eligible Securities held in CCASS or
otherwise) and/or any or all of the ancillary services to which the Participant has
access; and/or

take such other disciplinary action as the Disciplinary Committee shall consider
appropriate in the circumstances.

Expulsion of Participant

(i)

(i)

Where HKSCC considers it appropriate in the circumstances to expel a Participant
from participation in CCASS following any disciplinary proceedings against the
Participant, such disciplinary action against the Participant shall have to be approved
by the Board before such disciplinary action shall have effect.

No Participant who has been expelled from participation in CCASS shall be eligible
for re-admission as a Participant, unless otherwise agreed by the Board in its absolute
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2006.

2007.

2008.

discretion.

(iii) A Participant that has been expelled from participation in CCASS shall not have any
claim in respect of its Contributions, if any, to the Guarantee Fund and/or any other
fees paid to HKSCC except as provided for in the Rules.

Notices of disciplinary action and right to be heard

If HKSCC proposes to take any disciplinary proceedings against a Participant in respect of
any act of misconduct referred to in Rule 2001, it shall give written notice to the Participant
and the secretary of the Disciplinary Committee and such notice shall include the statement
of case which shall comprise the charge or charges as the case may be, and a summary of the
facts to be relied on alleged to give rise to that situation.

Notice of hearing and right to be heard

HKSCC shall give not less than 10 Business Days written notice to the Participant of the date,
time and place of any disciplinary hearing. The Participant shall have the right to attend such
disciplinary hearing and to make representations, and may at the discretion of the
Disciplinary Committee to be legally represented at such disciplinary hearing.

HKSCC shall have the power to postpone or adjourn any such disciplinary hearing to a date,
time and place to be determined by HKSCC and shall give notice to the Participant in writing
or otherwise of any such postponement or adjournment.

Procedures relating to any disciplinary proceedings

Where HKSCC takes or proposes to take any disciplinary proceedings against any Participant
in respect of any act of misconduct referred to in Rule 2001 alleged to have been committed
by the Participant, the procedures of any such disciplinary proceedings shall be as set out in
Section 20 of the Operational Procedures as amended from time to time.

Summary Disciplinary Action and Summary Suspension

M Notwithstanding any other provisions of the Rules, HKSCC shall have the right to,
and may proceed summarily against any Participant for any breach of the Rules or
any act of misconduct as set out in Rule 2001, or if HKSCC is of the opinion that it
would be in the interest of HKSCC and/or CCASS and/or Participants so to do.

(i) Notwithstanding Rules 2004, 2005 and Rule 2006, HKSCC may when proceeding
summarily against any Participant:-

(@  (1)suspend the Participant from participation in CCASS, or

(2) limit the Participant's activities or access to the services and facilities in
CCASS, and/or
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(iii)

(b) summarily fine the Participant or impose on the Participant any other penalty,
without prior notification to the Participant.

HKSCC shall immediately notify the Participant in writing of any summary
suspension and/or any limitation that has been imposed, the duration of the
suspension and/or the limitation imposed, if any, and/or any summary penalty or fine
(and the amount thereof) imposed, on the Participant.

2009. Appeals to the Disciplinary Committee and the Disciplinary Appeals Committee

(i)

(i)

(iif)

Where HKSCC takes summary disciplinary action against a Participant pursuant to
Rule 2008(ii)(a), the Participant may within 10 Business Days of the receipt of the
written notification pursuant to Rule 2008(iii), appeal to the Disciplinary Appeals
Committee.

Where HKSCC takes summary disciplinary action against a Participant pursuant to
Rule 2008(ii)(b), the Participant may within 10 Business Days of the receipt of the
written notification pursuant to Rule 2008(iii), appeal to the Disciplinary Committee.

Within 10 Business Days of being notified in writing of any other decision of the
Disciplinary Committee and the penalty, if any, to be imposed pursuant to Rule 2003
the Participant may appeal to the Disciplinary Appeals Committee against the
decision of the Disciplinary Committee and/or against the penalty imposed by the
Disciplinary Committee on the grounds set out in Rule 2010.

2010. Grounds for appeal

(i)

(i)

(iif)

The Disciplinary Committee shall as an appellate tribunal, hear and determine appeals
against the imposition of summary fines or penalties imposed by HKSCC pursuant to
Rule 2008(ii)(b), on the ground that such fine or penalty is unduly excessive or on the
ground that there is no justification for its imposition.

The Disciplinary Appeals Committee shall hear and determine appeals against the
summary suspension of, or the imposition of limitation on, a Participant by HKSCC
in accordance with Rule 2008(ii)(a), on the ground that the duration of the suspension
and/or limitation is unduly excessive or on the ground that there is no justification for
the imposition of such summary suspension or limitation, as the case may be.

The Disciplinary Appeals Committee shall hear and determine appeals against a
decision of the Disciplinary Committee as a tribunal of first instance on the following
grounds:

@) that the Disciplinary Committee misdirected or misconducted itself contrary
to the Rules, Operational Procedures or the rules of natural justice;
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(iv)

(v)

(vi)

(vii)

(b) that the Disciplinary Committee's decision was one which no reasonable
Disciplinary Committee could have reached;

(c) that the Disciplinary Committee's decision was based on an error of law or a
gross misinterpretation of the Rules.

A Participant may appeal against any disciplinary action or penalty imposed at any
disciplinary hearing by the Disciplinary Committee on the ground that the
disciplinary action taken or the penalty imposed by the Disciplinary Committee is
unduly excessive.

The Procedure for any appeal to the Disciplinary Appeals Committee or the
Disciplinary Committee, as the case may be, shall be as set out in Section 20 of the
Operational Procedures, as amended from time to time.

Any determination by the Disciplinary Committee in respect of any appeal submitted
to it by a Participant pursuant to Rule 2009(ii) in relation to the imposition of a
summary fine and/or other summary penalty shall be final.

The decision of the Disciplinary Appeals Committee on an appeal made to it pursuant
to Rule 2009(i) or on an appeal made to it pursuant to Rule 2009(iii) shall be final and
conclusive.

Order as to costs

(i)

(i)

(iif)

Where HKSCC takes disciplinary action against a Participant, HKSCC may order any
such Participant to pay such costs and expenses as it considers reasonable excluding
any costs or expenses which, in HKSCC's view, regardless of the outcome of the
disciplinary hearing, have been unnecessarily incurred. Such costs and expenses may
include, without limitation, the remuneration and expenses of the members of the
Disciplinary Committee adjudicating at the hearing, legal costs, administration costs
and expenses, and costs and expenses incurred in the investigation, preparation and
presentation of the case.

Subject to Rule 2011(iii), any costs awarded against a Participant at any disciplinary
hearing shall be payable within 10 Business Days of the delivery of the written notice
of the order and the determination of the amount of the costs.

Where a Participant to a disciplinary hearing appeals against a decision pursuant to
Rule 2009(iii), the Disciplinary Committee in its absolute discretion may suspend any
order as to costs from coming into effect. The Disciplinary Appeals Committee may
affirm or reassess any order of costs made by the Disciplinary Committee whether or
not an appeal is allowed, dismissed or withdrawn, and such order as to costs made by
the Disciplinary Appeals Committee, if any, shall come into effect on the service of
its decision on the Participant.
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2012. Commission, Exchange to be notified
Where HKSCC takes disciplinary action against a Participant, it shall notify the Commission
and, in the case of disciplinary action being taken against a Clearing Participant which is an

Exchange Participant, also notify the Exchange.

2013. Rules 2001 to 2012 applicable to Participants other than Investor Participants

Rules 2001 to 2012 shall not apply to Investor Participants.
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CHAPTER 22

TERMINATION OF PARTICIPATION

2201. Termination by notice by HKSCC

HKSCC may at any time by the giving of not less than ten (10) Business Days' notice in
writing terminate the participation in CCASS of a Participant other than a Clearing Agency
Participant.  With respect to a Clearing Agency Participant, the period of notice for
termination by HKSCC to be given shall be such period as agreed between HKSCC and the
Clearing Agency Participant.

2202.

Forthwith termination by HKSCC

Without prejudice to any other rights HKSCC may have and notwithstanding anything to the
contrary in the Rules, HKSCC may terminate the participation in CCASS of a Participant
forthwith by notice: -

(i)

(i)

(iii)

(iv)

v)

(vi)

(vii)

in the event of the death, incapacity of a Participant being an individual or the
dissolution of a Participant being a partnership;

in the event that a Participant ceases its business or a material part thereof in the
determination of HKSCC;

in the event that a Participant is the subject of an adverse finding by any competent
authority to which it is subject;

in the event of the bankruptcy, liquidation or winding-up of a Participant or the
initiation of any proceedings in relation thereto (including, but not limited to, the
commission of an act of bankruptcy or an analogous act by a Participant) or if HKSCC
considers in its absolute discretion that the occurrence of such events are imminent or
likely;

in the event of the appointment of a receiver or manager over the assets of a Participant
or if a Participant suffers a composition with its creditors or if a scheme of
arrangement is approved by the court (other than for the purposes of reconstruction or
amalgamation) or if HKSCC considers in its absolute discretion that the occurrence of
such events are imminent or likely;

in the event of any distress, execution or other process being levied or enforced or
served upon or against any property of a Participant;

in the event that an Event of Default as referred to in Rule 3701 has occurred in
respect of a Clearing Participant, including a failure to provide or replenish its Basic
Contribution or Dynamic Contribution pursuant to Rules 2502 and 2509B, or a failure
to provide Assessments pursuant to Rules 2508 and 2509; or
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(viii) if HKSCC considers in its absolute discretion that any delay in the termination of the
participation of a Participant will be materially detrimental to the interests of CCASS or
of other Participants.

2203. Termination by notice by Participants
Subject as otherwise provided, any Participant other than a Clearing Agency Participant may
by the giving of not less than one month's notice in writing to HKSCC terminate its
participation in CCASS. A Clearing Agency Participant may terminate its participation in
CCASS by giving HKSCC such period of notice in writing as agreed between HKSCC and
the Clearing Agency Participant.

At any time after receipt of notice to terminate from a Participant, HKSCC shall have the
right to decline to accept any instruction or give effect to any transaction involving such
Participant if HKSCC considers it appropriate in the interests of HKSCC or other
Participants.

2204. Consequences of termination
Within six months of the termination of participation in CCASS of a Participant, or as soon
thereafter as is practicable, HKSCC shall, subject as otherwise provided in the Rules, cause
to be returned to, or make available for collection by, the Participant all property or assets
held by HKSCC for the Participant provided always that HKSCC shall have the right
(without affecting any other rights it may have):-

() to set off amounts due or which may become due to HKSCC from the Participant, if
applicable; and/or

(i)  to retain property or assets (but not Eligible Securities in the Stock Segregated
Accounts of the Participant other than Derived Assets credited into the Entitlement
Account of the Participant) or to refrain from arranging for the determination or
cancellation of (as well as to require the provision of) insurance, assurances,
indemnities, to provide in full for the fulfilment of the Participant's obligations and
liabilities, actual or contingent, to HKSCC.

The termination of participation in CCASS of a Participant will not affect any rights or
liabilities of the Participant arising out of matters which have taken place prior thereto and for
the purpose of settlement of any such rights or liabilities of the Participant, HKSCC may
continue to treat the Participant as a Participant.

Any provision which expressly or by implication is intended to come into or continue in force
on or after termination of a Participant’s participation in CCASS shall remain in full force and
effect and binding on the Participant.

Subject to Rules 2508 and 2509 but notwithstanding any other provisions contained in the
Rules, a Clearing Participant’s obligations as a Relevant Clearing Participant shall survive the
termination of the Clearing Participant’s participation in CCASS. Without prejudice to any
other rights of HKSCC, HKSCC shall be entitled to treat such Clearing Participant whose
participation in CCASS has been terminated as a Relevant Clearing Participant for the
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purposes of Rules 2507, 2507A, 2508, 2509, 3705, 3706, 3709 and 4301, and all matters
arising therefrom or in relation thereto so as to give full force and effect to the Rules. Such
Clearing Participant shall remain bound by those provisions and the related provisions as if the
termination of its participation had not been effected.

2205. HKSCC to notify Participants etc.
In the case of a Participant other than an Investor Participant, in the event of the termination of
participation by such Participant or the receipt of notification to terminate, HKSCC shall as
soon as practicable notify the other Participants (other than Investor Participants), the
Commission and, in the case of termination of participation by a Clearing Participant which is
an Exchange Participant, the Exchange.
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CHAPTER 23

INSOLVENCY

2301. Insolvency of Participants

In the event that a resolution is passed for the winding-up (save for the purpose of
amalgamation or reconstruction) of, or that a bankruptcy or winding-up order is made against,
a Participant, or the Participant if an Individual Investor Participant or if a Joint Individual
Investor Participant, any individual or individual comprising such Joint Individual Investor
Participant be declared to be subject to any legal incapacity by any competent court or body,
HKSCC shall, except as otherwise determined by HKSCC to be in the interests of HKSCC or
Participants, as soon as practicable after it becomes aware of the occurrence of such events
cease to render all or any services to such Participant.

If HKSCC ceases to render services to a Participant other than an Investor Participant, either
generally or in part, HKSCC shall endeavour to notify as soon as practicable all other
Participants excluding Investor Participants and shall inform them of how pending matters of
such Participant will be affected and the steps to be taken in connection therewith.

If HKSCC ceases to render services to an Investor Participant, HKSCC reserves the right to
notify other Participants but will normally seek consent of the Investor Participant concerned
before notifying all other Participants.
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2401.

2402.

2403.

CHAPTER 24
SECURITIES LOSSES

Declaration of a Securities Loss

Without prejudice to any obligation or liability that HKSCC may have (including, but not
limited to, those under Rule 813, Rule 814, Rule 815 and Rule 816), if one or more Eligible
Securities in CCASS is lost or otherwise becomes unavailable (such loss or unavailability
being referred to as a "Securities Loss™), then, HKSCC may declare that a Securities Loss has
occurred.

For the avoidance of doubt, HKSCC shall not declare that a Securities Loss has occurred
unless it determines that it is not possible or reasonably practicable for HKSCC to replace the
Eligible Securities which are the subject of the Securities Loss.

Eligible Securities deemed to be lost or unavailable
For the purpose of Rule 2401, HKSCC may deem one or more Eligible Securities to be lost
or unavailable if :

(i) such Eligible Securities are lost or defective, including where Eligible Securities are
stolen, mutilated or destroyed; or are forged, fraudulent or invalid; or if for any reason
cannot be registered or re-issued or cannot be delivered or are unavailable for
delivery; or

(i) such Eligible Securities are nationalised, expropriated or scized.

Allocation of a Securities Loss to Participants

Upon a declaration of a Securities Loss, HKSCC shall allocate such Securities Loss to those
Participants having the relevant Eligible Securities in their Stock Accounts at the time by
debits to their Stock Accounts either pro-rata to their holdings at the time HKSCC declares
that such Securities Loss has occurred or in such other manner as HKSCC shall in its absolute
discretion consider fair and appropriate in the circumstances.

If, as a result of an allocation of a Securities Loss to affected Participants, there shall be in the
Stock Accounts of such Participants fractional Eligible Securities, HKSCC shall be authorised
to sell such fractional Eligible Securities on such terms as it sees fit for the benefit of such
Participants.
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2601.

2602.

CHAPTER 26

SUSPENSION OF SERVICES

HKSCC may suspend services

If in the opinion of HKSCC the functioning of CCASS or the services and facilities that it
provides in relation to the settlement and/or clearance of Foreign Securities held by an
Appointed Depositary is or is likely to be impaired by any event or circumstance, HKSCC
may suspend the whole or any part of the operations of CCASS or the services and facilities
available thereunder to Participants, for such duration as it sees fit.

HKSCC may also take such other action as it may deem necessary or appropriate in the
interests of CCASS and Participants.

Notification of suspension

HKSCC shall notify Participants other than Investor Participants, the Exchange and the
Commission as soon as practicable upon a decision to suspend any operation or service of
CCASS or any other service or facility relating to the settlement and/or clearance of Foreign
Securities held by an Appointed Depositary and shall also provide information as to any other
action it proposes to take.

HKSCC shall notify Investor Participants as soon as practicable via the CCASS Phone
System and the CCASS Internet System of any decision to suspend any operation or service
of CCASS.
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CHAPTER 27
INSURANCE

2701. HKSCC shall maintain insurance
HKSCC shall maintain insurance of such type and to such extent as it in its absolute

discretion considers appropriate in relation to the operations of CCASS and the services and
facilities available thereunder to Participants.
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2801.

2802.

CHAPTER 28
DISCLOSURE

Disclosure required by law etc.

HKSCC shall have authority to disclose the details of any information concerning a
Participant and a recipient of copies of Corporate Communications in its possession, any
information received from a Participant and any other information in connection with a
Participant at any time if so required (i) by any applicable law, decree, rule, regulation or
order of any government, regulatory authority, court, tribunal, or other competent authority;
(if) pursuant to any requirement or request of any governmental, regulatory or other
competent authority whether within or outside Hong Kong (including, but not limited to, the
Commission, HKMA and the Inland Revenue Department of the Hong Kong government); or
(iii) by or in accordance with the Tax Information Exchange Framework. Without prejudice
to the rights and powers of HKSCC under Rules 2803 to 2805, if required for HKSCC to
comply with any local or international regulatory standards applicable to it, HKSCC shall
also have authority to disclose on an aggregated and/or anonymised basis any information
concerning or in connection with a Participant at any time, including disclosure to specified
persons or to the public.

Disclosure to Issuers or Depositaries of Eligible Securities

HKSCC shall from time to time upon the written request of an issuer of Eligible Securities or
a Depositary in the case of Depositary Receipts disclose to that issuer or Depositary details of
Participants’ holdings of that Eligible Security in CCASS or in any Appointed Depositary of
the Eligible Securities concerned.

HKSCC may also disclose the details of names and addresses of recipients of copies of
Corporate Communications from time to time to the Issuer of the relevant Eligible Securities
or Depositary in the case of Depositary Receipts or to their registrars. Participants shall not
release such details to HKSCC without first obtaining from the recipients written
authorization authorizing such release of his/her details.

At the request of the HKMA or an Issuer of any Specified Instruments or an Issuer of any
CMU Instruments, HKSCC may provide to the HKMA or any such Issuers or persons any
information held in CCASS relating to Exchange Fund Notes, Government Bonds, Specified
Instruments or CMU Instruments, as the case may be, including any information about
Tender Instructions or Transfer Instructions given by, or made by, any Participant.

Upon receiving the written request of an Issuer informing HKSCC that New Issue Brokerage
is to be passed on to the General Purpose Designated Bank Accounts of Clearing Participants
which are Exchange Participants, HKSCC may disclose, in such manner as HKSCC may
from time to time determine, information relating to the General Purpose Designated Bank
Accounts of the relevant Clearing Participants to the Issuer and/or its agent to facilitate the
payment of the New Issue Brokerage. Such written request shall be in such form and include
such provisions as HKSCC may from time to time require, and be received by HKSCC at
least three business days before the date of the Prospectus in respect of the relevant New
Issue. HKSCC is deemed to have been authorised by the Clearing Participants which are
Exchange Participants to disclose such information to the Issuer and/or its agent.

HKSCC may but is not obliged to release the information authorized to be disclosed under
this Rule 2802 to an Issuer via the internet in accordance with the terms of any agreement as
has been entered into between HKSCC and the Issuer.
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2803. Disclosure to others

HKSCC may also disclose information at any time to the Exchange, any recognized exchange
controller, any company of which the recognized exchange controller which is the controller
of HKSCC is the controller, the Commission, any self-regulatory organization, overseas
regulatory body, other body exercising regulatory and disciplinary functions, a competent
authority to which a Participant other than an Investor Participant is subject, the Appointed
Depositaries and to other parties in relation to the entering into of contractual arrangements
(including, but not limited to, insurance) in relation to the operations of CCASS or to the
services and facilities provided by HKSCC to Participants and issuers of Eligible Securities.
HKSCC may disclose information in relation to the operations of CCASS or to the services
and facilities provided by HKSCC to Participants and issuers of Eligible Securities including
information relating to Participants and/or their activities in CCASS to other clearing houses,
central depositories, and exchanges in Hong Kong or elsewhere, if HKSCC considers such
disclosure to be in the general interest of HKSCC or Participants.

2804. HKSCC may provide information in relation to a Participant other than an Investor
Participant to any exchange, clearing house, governmental, regulatory or competent authority
or any organization (whether within or outside Hong Kong) with which HKEX, HKSCC or
the Exchange has entered into an information sharing arrangement or agreement or pursuant
to the Tax Information Exchange Framework.

2805. HKSCC may make available to the public, via the HKEX website or such other means or
person as it considers appropriate, details of Participants’ holdings of Eligible Securities in
CCASS or any Appointed Depositary (other than those of Investor Participants unless their
consent is obtained). Details of Participants’ holdings of Eligible Securities in CCASS or any
Appointed Depositary that were or could have been disclosed or made available to the public
as aforesaid will remain viewable and accessible by the public after the termination of their
participation in CCASS for whatever reason.

2806. Without prejudice to the other provisions and any other rights HKSCC may have, HKSCC
may direct a Participant to provide it with any information required or requested by a
governmental, regulatory or other competent authority, a regulated exchange or clearing
house whether within or outside Hong Kong with which HKEX, HKSCC or the Exchange
has entered into an information sharing arrangement or agreement or pursuant to the Tax
Information Exchange Framework.
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CHAPTER 31

PARTIAL INVALIDITY

3101. Partial invalidity not to affect remainder
If at any time any provision of the Rules becomes illegal, invalid or unenforceable in any
respect the legality, validity or enforceability of the remaining provisions shall not in any way

be affected or impaired thereby.
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CHAPTER 32

GOVERNING LAW

3201. Hong Kong Law
The Rules shall be governed by the laws of Hong Kong and each Participant shall submit to
the jurisdiction of the courts in Hong Kong.
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CHAPTER 32A
SUB-DELEGATION OF THE BOARD’S FUNCTIONS

3201A. Sub-delegation

(1)  Where the Board makes a delegation under the Articles of Association of HKSCC, it
may at the same time authorize the person or committee to whom the delegation is
made to sub-delegate the function delegated and such authorization may contain
restrictions or conditions as regards the exercise of the power to sub-delegate under
the authorization.

(i)  Where any person or committee purports to act pursuant to a delegation or sub-
delegation under the Articles of Association of HKSCC and/or this Rule, he or it
shall be presumed, until the contrary is shown, to be acting in accordance with the
terms of the delegation or sub-delegation.
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3301.

3302.

PART B: EXCHANGE TRADES AND TRANSACTIONS
BETWEEN PARTICIPANTS

CHAPTER 33
CONTINUOUS NET SETTLEMENT SYSTEM

Novation of Exchange Trades, Clearing Agency Transactions, China Connect
Securities Trades and replacement by Market Contracts

Upon acceptance of an Exchange Trade by HKSCC for settlement under the CNS System in
accordance with the Rules, such Exchange Trade shall be replaced by two Market Contracts
through Novation, one between the selling Clearing Participant or Clearing Agency Participant
and HKSCC as buyer, as principals to such contract, and another between the buying Clearing
Participant or Clearing Agency Participant and HKSCC as seller, as principals to such contract.

Upon acceptance of a Clearing Agency Transaction by HKSCC for settlement under the CNS
System in accordance with the Rules, such Clearing Agency Transaction shall be replaced by
two Market Contracts through Novation, one between the Participant other than Investor
Participant and HKSCC, as principals to such contract, and another between the Clearing
Agency Participant and HKSCC, as principals to such contract.

In respect of a China Connect Securities Trade with a China Connect Clearing Participant on
one side or each of the two sides of the trade, there shall be created through Novation,
simultaneous with the multilateral net settlement process of the relevant China Connect
Clearing House, a Market Contract between HKSCC and the China Connect Clearing
Participant as described in Rule 4106. The China Connect Clearing Participant and HKSCC
will act as principals to such contract. To a buying China Connect Clearing Participant,
HKSCC will be the seller and to a selling China Connect Clearing Participant, HKSCC will be
the buyer.

Terms of Novation

HKSCC's obligations whether as seller or buyer under Market Contracts, as the case may be,
under the terms of the Novation, shall be performed in the manner and form and by such time
as may be prescribed in the Rules (including, without limitation, Rules 3307, 4106 and
4107(xi)).

The benefit of the performance by HKSCC of such obligations is conferred upon Clearing
Participants or Clearing Agency Participants or China Connect Clearing Participants, as the
case may be, as principals and not upon any other person whatsoever.

Subject as otherwise provided in the Rules, Market Contracts shall be on the same terms as the
relevant Exchange Trade, Clearing Agency Transaction or China Connect Securities Trade
replaced by such Market Contracts.
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3303.

3304.

3305.

3306.

Daily netting

Immediately upon Novation, the obligations to deliver Eligible Securities between HKSCC and
each Clearing Participant or Clearing Agency Participant, as the case may be, under Market
Contracts in respect of the same issue of Eligible Securities and having the same settlement
date (and in the case of a Clearing Agency Participant, in respect of the same Special
Participant) shall be set-off against each other and settlement of the net delivery obligation of a
Clearing Participant or a Clearing Agency Participant in respect of the same Special Participant,
as the case may be, or HKSCC in that issue, shall take place in accordance with the Rules. For
the avoidance of doubt, prior to the occurrence of an Event of Default in respect of a Clearing
Agency Participant, its rights and obligations in respect of a Special Participant shall not be set
off against its rights and obligations in respect of another Special Participant.

Cross-day netting

In respect of its obligations to deliver Eligible Securities under Market Contracts, HKSCC may,
if it does not have sufficient Eligible Securities available to effect settlement on due dates, carry
forward such obligations to subsequent Settlement Days.

In accordance with the Operational Procedures, the obligation to deliver Eligible Securities by
a Clearing Participant or Clearing Agency Participant, as the case may be, arising out of Market
Contracts in respect of an issue of Eligible Securities (and in the case of a Clearing Agency
Participant, in respect of the same Special Participant) on a particular Settlement Day shall be
offset against any previously unsettled obligations to deliver Eligible Securities by HKSCC to
it arising out of Market Contracts in the same issue and in the case of a Clearing Agency
Participant, in respect of the same Special Participant (or added to any previously unsettled
obligations to deliver such Eligible Securities by it to HKSCC, as the case may be) and vice
versa.

Allocation algorithm

In effecting settlement of its obligations to deliver Eligible Securities arising out of Market
Contracts, HKSCC may allocate Eligible Securities available to it to Clearing Participants or
Clearing Agency Participant, as the case may be, due to receive Eligible Securities in
accordance with such allocation algorithm as is provided in the Operational Procedures or in
such other manner as it considers appropriate.

HKSCC may effect partial deliveries in respect of its obligations to deliver Eligible Securities
arising out of Market Contracts.

Daily netting of money sums upon delivery in CCASS

Upon delivery of Eligible Securities in CCASS on each Settlement Day pursuant to Market
Contracts, the amounts to be paid between each Clearing Participant or Clearing Agency
Participant, as the case may be, and HKSCC arising thereunder shall be determined in
accordance with the Operational Procedures and shall be set-off against each other to arrive at
a daily net money position for such Participant due to or from HKSCC on each Settlement Day.

Settlement of such daily net money positions is to be made by HKSCC causing debits or credits
to the Designated Bank Accounts of Clearing Participants or Clearing Agency Participant, as
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the case may be, and corresponding credits and debits to its own bank account for value on the
same Settlement Day.
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3307. HKSCC's obligations under Market Contracts

To the extent that the aggregate of the funds or assets available to HKSCC are insufficient at
any time to meet the aggregate of HKSCC's liabilities to Clearing Participants or Clearing
Agency Participants under all Market Contracts subsisting at any time, based on the amount of
the funds or assets available to HKSCC for the purpose at the time (taking into account
HKSCC's other liabilities then subsisting), as certified in writing by HKSCC, each Participant
to whom HKSCC is liable under such Market Contracts shall, subject to Rules 3705 to 3707,
3709, 4107(xi) and 4301, only be entitled to receive payment pro-rata to the amount due to it
as compared with the aggregate amount due to all Clearing Participants or Clearing Agency
Participants under such Market Contracts; subject to Rules 3708, 3709 and 4302, HKSCC
shall remain liable for such Market Contracts but payment of the balance of such amounts due
shall only be made as and when and to the extent that funds or assets are subsequently
available. In relation to the funds or assets available to HKSCC to meet both its liabilities to
Clearing Participants or Clearing Agency Participants under Market Contracts and its liabilities
to Participants pursuant to Rules 813, 814, 815 and 816 (as referred to in Rule 816), HKSCC
may, subject to Rule 4107(xi), apportion the funds or assets so available to it between its
liabilities to Clearing Participants or Clearing Agency Participants under such Market
Contracts and such liabilities to Participants pursuant to Rules 813, 814, 815 and 816, either
on a pro-rata basis or in such other manner as HKSCC shall consider fair and reasonable in the
circumstances. HKSCC shall only exercise its powers to defer making payment to Clearing
Participants or Clearing Agency Participants under this Rule in consultation with the
Commission.

Without prejudice to the foregoing provisions regarding pro-rata payment in circumstances
where the aggregate of the funds or assets available to HKSCC are insufficient to meet the
aggregate of its liabilities to Participants under all Market Contracts subsisting at the time
(other than those arising from China Connect Securities Trades), in respect of HKSCC's
obligations to deliver Eligible Securities under Market Contracts, to the extent that HKSCC
determines that it is not possible or reasonably practicable to deliver Eligible Securities,
HKSCC's obligation shall be to make money compensation to Participants concerned in
substitution for the delivery of Eligible Securities in whole or in part and in such amount as
HKSCC may in its absolute discretion determine by reference to the market value of such
Eligible Securities at the time of payment of compensation by HKSCC (or the value at such
other time as HKSCC shall consider fair and reasonable in the circumstances). The money
compensation shall be in such currency or currencies (whether in the Eligible Currency in
which the Eligible Securities are denominated or otherwise) and at such conversion rate(s) as
HKSCC may in its absolute discretion determine to be fair and reasonable, taking into account
all relevant circumstances as it may consider appropriate.

Without prejudice to the foregoing provisions regarding pro-rata payment in circumstances
where the aggregate of the funds or assets available to HKSCC are insufficient to meet the
aggregate of its liabilities to Participants under all Market Contracts subsisting at the time
(other than those arising from China Connect Securities Trades), in respect of HKSCC’s
obligations to make payment to Clearing Participants or Clearing Agency Participants under
Market Contracts in an Eligible Currency in which the relevant securities are denominated or
in a specified Eligible Currency, to the extent that HKSCC determines that it is not possible or
reasonably practicable to make payment in such Eligible Currency, HKSCC’s obligations shall
be to make payment, in full or in part, in such other currency or currencies and at such
conversion rate(s) as HKSCC may in its absolute discretion determine to be fair and reasonable,
taking into account all relevant circumstances as it may consider appropriate.

3308. Non-operation of CNS System
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In the event that HKSCC elects not to operate the CNS System pursuant to Rule 903, all
Exchange Trades and Clearing Agency Transactions are to be settled under the Isolated Trades
System. In such a case, the provisions of the Rules relating exclusively to the CNS System
shall have no effect.

For the avoidance of doubt, each Clearing Participant shall still provide to HKSCC its Basic
Contribution and Dynamic Contribution as referred to in Rules 2502 and 2509B.
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CHAPTER 34
ISOLATED TRADES SYSTEM

3401. Direct settlement in CCASS between Participants
Subject to Rule 3407, each Participant shall settle the Isolated Trades to which it is a party or
in the case of a GCP, to which its NCP is a party direct with the other counterparty
Participants concerned in CCASS and for the avoidance of doubt, HKSCC will not be
responsible for the failure of a Participant to settle Isolated Trades in CCASS.

3402. Possible measures by HKSCC in case of late delivery
If a Participant fails to deliver Eligible Securities on time under the Isolated Trades System,
without prejudice to such other rights as it may have under the Rules, HKSCC reserves the
right at any time:

(i) to impose a default fee on that Participant for each Settlement Day that it is in default,
such fee to be of such amounts and to be payable at such times as shall be specified by
HKSCC; and/or

(i) to direct that Participant to effect a borrowing of Eligible Securities (up to the
quantity required) or itself to effect such a borrowing upon such terms and conditions
and at such fees as HKSCC may consider appropriate and the Participant shall
forthwith upon demand by HKSCC pay to HKSCC such sums in respect of fees and
expenses incurred by HKSCC and/or provide collateral in such form as required by
HKSCC (such collateral to be used in such manner as HKSCC shall see fit and shall
constitute security in respect of its obligations and liabilities to HKSCC) and shall
indemnify HKSCC against all costs, fees, expenses, liabilities, losses and damages as
a result of HKSCC effecting such borrowing and matters relating thereto; and/or

(ili)  to direct that Participant to execute or arrange on the same day a Buy-in on the
Exchange to purchase the Eligible Securities required by that Participant in order to
settle obligations under Isolated Trades in respect of which it is the seller or
delivering party; and/or

(iv)  to execute or arrange on behalf of that Participant a Buy-in on the Exchange to
purchase the Eligible Securities required by that Participant in order to settle
obligations under Isolated Trades in respect of which that Participant is the seller or
delivering party. For such purpose, HKSCC may on behalf of that Participant instruct
its authorized brokers to assist.

A Buy-in pursuant to this Rule will be settled under the Isolated Trades System. Without
prejudice to any other rights HKSCC may have, HKSCC may require that such a Buy-in be
settled on the day of its execution or within such other period as HKSCC in its absolute
discretion considers appropriate. In the event that a Buy-in is required by HKSCC to be
settled under the Isolated Trades System, if the counterparty Clearing Participant to a Buy-in
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3403.

3404.

3405.

fails to deliver Eligible Securities on the due date, HKSCC may direct that Clearing
Participant to (or may itself on behalf of that Clearing Participant) execute or arrange a
further Buy-in on the Exchange to purchase the Eligible Securities required to settle the
original Buy-in and so on and so forth.

If HKSCC executes a Buy-in on behalf of a Participant pursuant to this Rule, it shall do so at
what it determines to be the best prevailing market price and terms available (but taking into
account HKSCC may need to act promptly and provided that HKSCC shall have no liability
if it acts in good faith). Further, each Participant on whose behalf HKSCC executes a Buy-in
shall indemnify HKSCC against all costs, fees, expenses, liabilities, losses and damages of
any nature whatsoever suffered or incurred by it directly or indirectly arising out of the
execution of such a Buy-in by HKSCC.

For the avoidance of doubt, HKSCC may, but shall not be obliged to, take any one or more of
the measures referred to in this Rule.

Possible measures by HKSCC in case of late payment

If a Participant fails to make payment under the Isolated Trades System, then without
prejudice to any other rights it may have under the Rules, HKSCC may, but shall not be
obliged to, require the defaulting Participant to pay to it a default fee for each Settlement Day
that it is in default, such fees to be of such amounts and to be payable at such times as shall be
specified by HKSCC. HKSCC shall also be entitled to require the defaulting Participant to
make payment forthwith to the non-defaulting Participant in such manner as it considers
appropriate, including, without limitation, payment by telegraphic transfer, by bank draft or
by cashier order.

Duty to report late delivery or payment

Each Participant shall be under a duty to immediately report in writing to HKSCC in respect
of any default or late delivery or payment by a counterparty Participant in respect of an
Isolated Trade.

Procedures for adjustments in respect of dividends etc. in case of late delivery
HKSCC may establish such rules, facilities and procedures as it considers appropriate in
relation to adjustments or claims in respect of dividends, interest payments, debt redemptions,
rights, entitlements, securities and other property accruing to Eligible Securities as a result of
late deliveries of Eligible Securities by Participants under the Isolated Trades System.

Any such rules, facilities and procedures established by HKSCC shall, unless expressly
agreed to the contrary in writing by the two counterparties to an Isolated Trade, be deemed to
form part of the agreement between them and shall be binding on them.

Subject as provided herein, any such rules, facilities and procedures established by HKSCC
shall be adhered to and be binding on Participants. HKSCC may but shall not be obliged to
take such actions permitted by the Rules to ensure that Participants comply with such rules,
facilities and procedures.
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Without prejudice to any other right HKSCC may have, if as a result of late deliveries of
Eligible Securities by a Participant under the Isolated Trades System such Participant is liable
to deliver securities or other property accruing to Eligible Securities to its counterparty
Participant, HKSCC may require such Participant to purchase such securities or property and
further, may itself at any time purchase such securities or property and the costs and expenses
of such purchase shall be borne by the Participant.

HKSCC shall notify the Participant concerned in respect of such a purchase and will effect
any such purchase at what it determines to be the best prevailing market price and terms
available (but taking into account that HKSCC may need to act promptly and provided that
HKSCC shall have no liability if it acts in good faith).

Each Participant undertakes to indemnify HKSCC against all costs, fees, expenses, liabilities,
losses and damages of any nature whatsoever suffered or incurred by HKSCC directly or
indirectly as a result of or in connection with the purchase of such securities or property.

For the avoidance of doubt, each Participant acknowledges and confirms that HKSCC is not
liable in relation to adjustments or claims in respect of dividends, interest payments, debt
redemptions, rights, entitlements, securities and other property accruing to Eligible Securities
as a result of late deliveries by other Participants under the Isolated Trades System and shall
not be so liable as a result of the rules, facilities or procedures, if any, established by HKSCC
in relation thereto.

3406. Disputes in relation to settlement of Isolated Trades
Disputes relating to the settlement of Isolated Trades between Participants shall be
immediately reported to HKSCC. Participants agree that HKSCC's decision on such disputes,
if any, shall be conclusive and binding on the Participants.

3407. Rules 3401 to 3406 applicable to Participants other than Investor Participants
Rules 3401 to 3406 shall not apply to Investor Participants.
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CHAPTER 35
LATE DELIVERY OF SECURITIES - CNS SYSTEM

3501. Default fee, stock borrowing and Buy-in for Eligible Securities other than China
Connect Securities

Subject to the Rules and except for Eligible Securities which are China Connect Securities, if
a Clearing Participant or Clearing Agency Participant fails or considers prior to T+3 that it
may be unable to deliver Eligible Securities on time under the CNS System by the final Batch-
settlement-run of such Eligible Securities on the due date (i.e. T+2), then without prejudice to
such other rights as it may have under the Rules, HKSCC reserves the right at any time:

(i) to impose a default fee on any such Participant that is in default, such fees to be of
such amounts and to be payable at such times as shall be specified by HKSCC; and/or

(i) to effect on behalf of any such Participant a borrowing of such Eligible Securities (up
to the quantity required), upon such terms and conditions and at such fees as HKSCC
may consider appropriate, and any such Participant shall forthwith upon demand by
HKSCC from time to time pay to HKSCC such sums in respect of fees and expenses
incurred by HKSCC and/or provide Collateral in such form as required by HKSCC
(such Collateral to be used in such manner as HKSCC shall see fit and shall constitute
security in respect of its obligations and liabilities to HKSCC) and shall indemnify
HKSCC against all costs, fees, expenses, liabilities, losses and damages as a result of
HKSCC effecting such borrowing and matters relating thereto; and/or

(iif)  to execute on behalf of any such Participant on T+3 (or, if it is not practicable to do so
on T+3, at any time thereafter) a Buy-in on or off the Exchange to purchase such
Eligible Securities (up to the quantity required); and/or

(iv)  to permit such Participant to make an irrevocable request to HKSCC to execute on
behalf of such Participant a Buy-in to purchase an amount of Eligible Securities up to
the quantity requested by such Participant. Such Buy-in shall be effected in
accordance with the Operational Procedures.

For the purpose of paragraphs (iii) and (iv) of this Rule 3501, HKSCC may on behalf of that
Participant instruct its authorized brokers to assist in executing such Buy-in on or off the
Exchange. HKSCC reserves the right to disclose the name and other details of such
Participant to its authorized brokers effecting the Buy-in together with such details of the
relevant Market Contracts in respect of which a Buy-in is to be effected as HKSCC deems fit.

HKSCC may grant an exemption from or suspend a Buy-in on behalf of a Clearing Participant
or Clearing Agency Participant, as the case may be, on T+3 in accordance with the

Operational Procedures.

The Clearing Participant or Clearing Agency Participant, as the case may be, to whom an
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exemption from a Buy-in is granted shall be obliged to settle overdue short positions of which
exemption is granted by day-end of T+3. In the event that any such Participant fails to do so
for whatever reason, HKSCC may consider executing on behalf of such Participant a Buy-in
on T+4 (or, if it is not practicable to do so on T+4, at any time thereafter) in its absolute
discretion as it may think fit.

The rights given to HKSCC under this Rule 3501 are without prejudice to any other rights
which HKSCC may have under the Rules as a result of such failure to deliver, including, but
not limited to its rights under Rules 3701 to 3704.

For the avoidance of doubt, any borrowing of Eligible Securities effected by HKSCC pursuant
to paragraph (ii) of this Rule shall not affect the obligation of any such Participant to deliver
Eligible Securities under the CNS System (in respect of which a borrowing was effected) and
HKSCC shall be free to make use of the Eligible Securities so borrowed in such manner as it
considers appropriate to satisfy its obligations to deliver Eligible Securities to Clearing
Participants or Clearing Agency Participants, as the case may be, under the CNS System.

In respect of any sums paid and/or Charged Property provided as Collateral by a Clearing
Participant or Clearing Agency Participant, as the case may be, which has failed to deliver
Eligible Securities under the CNS System, the only obligation of HKSCC in respect of any
such sum so paid by such Participant and/or Charged Property provided by the Participant
shall be to pay such Participant an amount equal to the balance remaining after satisfaction of
all obligations and liabilities (actual or contingent) of such Participant to HKSCC and/or to
return to such Participant the balance of the Charged Property remaining after satisfaction of
all obligations and liabilities (actual or contingent) of such Participant to HKSCC.

HKSCC may execute a Buy-in trade on behalf of the Clearing Participant or the Clearing
Agency Participant, as the case may be, in default to fulfil its delivery obligation and that Buy-
in trade will normally be settled under the CNS System in CCASS in accordance with Rules
3301 to 3307.

Without prejudice to any other rights HKSCC may have, HKSCC may require that a Buy-in
pursuant to this Rule be settled under the Isolated Trades System and may also require that
such a Buy-in be settled on the day of its execution or within such other period as HKSCC in
its absolute discretion considers appropriate. In the event that a Buy-in is required by HKSCC
to be settled under the Isolated Trades System, if the counterparty Clearing Participant to a
Buy-in fails to deliver Eligible Securities on the due date, HKSCC may direct that Clearing
Participant to (or may itself on behalf of that Clearing Participant) execute or arrange a further
Buy-in on the Exchange to purchase the Eligible Securities required to settle the original Buy-
in and so on and so forth.

In the event that HKSCC executes a Buy-in on behalf of a Clearing Participant or Clearing
Agency Participant, as the case may be, pursuant to this Rule, it shall do so at what it
determines to be the best prevailing market price and terms available (but taking into account
the fact that HKSCC may need to act promptly and provided that HKSCC shall have no
liability if it acts in good faith).

Further, each such Participant on whose behalf HKSCC executes a Buy-in shall indemnify
HKSCC against all costs, fees, expenses, liabilities, losses and damages of any nature
whatsoever suffered or incurred by it directly or indirectly arising out of the execution of such
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a Buy-in by HKSCC.

For the avoidance of doubt, HKSCC may, but shall not be obliged to, take any one or more of
the measures referred to in this Rule.

3501A.Default fee and Buy-in for China Connect Securities

Subject to the Rules, if a China Connect Clearing Participant fails to deliver China Connect
Securities on time by the final Batch-settlement-run of such China Connect Securities on the
due date (i.e. T day), then without prejudice to such other rights as HKSCC may have under
the Rules, HKSCC reserves the right at any time:

(i) to impose a default fee on any such Participant that is in default, such fees to be of
such amounts and to be payable at such times as shall be specified by HKSCC; and/or

(i) to execute on behalf of any such Participant on T+1 (or, if it is not practicable to do so
on T+1, at any time thereafter) a Buy-in via the relevant Trading Link to purchase
such China Connect Securities (up to the quantity required, rounded up to the nearest
Board Lot if the quantity required is not in full Board Lots).

For the purpose of paragraph (ii) of this Rule 3501A, HKSCC may on behalf of that
Participant instruct its authorized brokers to assist in executing such Buy-in via the relevant
Trading Link. HKSCC reserves the right to disclose the name and other details of such
Participant to its authorized brokers assisting in effecting the Buy-in together with such details
of the relevant Market Contract in respect of which a Buy-in is to be effected as HKSCC
deems fit.

HKSCC may grant an exemption from or suspend a Buy-in on behalf of a China Connect
Clearing Participant on T+1 in accordance with the Operational Procedures.

The China Connect Clearing Participant to whom an exemption from a Buy-in is granted shall
be obliged to settle the overdue short positions for which exemption is granted by day-end of
T+1. In the event that such Participant fails to do so for whatever reason, HKSCC may
consider executing on behalf of such Participant a Buy-in on T+2 (or, if it is not practicable to
do so on T+2, at any time thereafter) in its absolute discretion as it may think fit up to the
outstanding quantity, rounded up to the nearest Board Lot if the quantity is not in full Board
Lots.

The rights given to HKSCC under this Rule 3501A are without prejudice to any other rights
which HKSCC may have under the Rules as a result of such failure to deliver, including, but
not limited to its rights under Rules 3701 to 3704.

In respect of any sums paid and/or Charged Property provided as Collateral by a China
Connect Clearing Participant which has failed to deliver China Connect Securities under the
CNS System, the only obligation of HKSCC in respect of any such sum so paid by such
Participant and/or Charged Property provided by the Participant shall be to pay such
Participant an amount equal to the balance remaining after satisfaction of all obligations and
liabilities (actual or contingent) of such Participant to HKSCC and/or to return to such
Participant the balance of the Charged Property remaining after satisfaction of all obligations
and liabilities (actual or contingent) of such Participant to HKSCC.

HKSCC may execute a Buy-in trade on behalf of the China Connect Clearing Participant in
default to fulfil its delivery obligation and that Buy-in trade will normally be settled under the
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CNS System in CCASS in accordance with Rules 3301 to 3307 and 4106.

In the event that HKSCC executes a Buy-in on behalf of a China Connect Clearing Participant
pursuant to this Rule, it shall do so at what it determines to be the best prevailing market price
and terms available (but taking into account the fact that HKSCC may need to act promptly
and provided that HKSCC shall have no liability if it acts in good faith).

Further, each such Participant on whose behalf HKSCC executes a Buy-in shall indemnify
HKSCC against all costs, fees, expenses, liabilities, losses and damages of any nature
whatsoever suffered or incurred by it directly or indirectly arising out of the execution of such
a Buy-in by HKSCC, including the Buy-in of any China Connect Securities in excess of the
outstanding quantity due to the rounding up of such quantity to the nearest Board Lot.

For the avoidance of doubt, HKSCC may, but shall not be obliged to, take any one or more of
the measures referred to in this Rule.

Procedures for adjustments in respect of dividends etc.

HKSCC may from time to time establish such facilities and procedures as it considers
appropriate in relation to adjustments or claims in respect of dividends, interest payments,
debt redemptions, rights, entitlements, securities and other property accruing to Eligible
Securities as a result of late deliveries of Eligible Securities by Clearing Participants or
Clearing Agency Participants, as the case may be, under the CNS System. Any such facilities
and procedures shall be binding on such Participants and any such Participants failing to
deliver Eligible Securities on time shall be liable to HKSCC accordingly. Save as otherwise
provided, a Clearing Participant or Clearing Agency Participant, as the case may be, due to
receive Eligible Securities from HKSCC under the CNS System shall have no claims against
HKSCC in respect of such dividends, interest payments, debt redemptions, rights, entitlements,
securities and other property as aforesaid.

Without prejudice to any other right HKSCC may have, if as a result of late deliveries of
Eligible Securities by a Clearing Participant or Clearing Agency Participant, as the case may
be, under the CNS System such Participant is liable to deliver securities or other property
accruing to Eligible Securities to HKSCC, HKSCC may require such a Participant to pay to it
forthwith a cash sum of such amount as HKSCC considers appropriate as collateral, until such
time as the Participant shall have delivered such securities or other property to HKSCC.
HKSCC may require any such Participant to purchase such securities or property and further,
may itself at any time purchase such securities or property and the costs and expenses of such
purchase shall be borne by the Participant. In respect of any cash collateral provided to
HKSCC by any such Participant, the only obligation of HKSCC in respect of any such sum so
paid by the Participant shall be to pay such Participant an amount equal to the balance
remaining after satisfaction of all obligations and liabilities (actual or contingent) of the
Participant to HKSCC.

HKSCC shall notify the Participant concerned in respect of such a purchase and will effect any
such purchase at what it determines to be the best prevailing market price and terms available
(but taking into account that HKSCC may need to act promptly and provided that HKSCC
shall have no liability if it acts in good faith).

Each such Participant undertakes to indemnify HKSCC against all costs, fees, expenses,
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liabilities, losses and damages of any nature whatsoever suffered or incurred by HKSCC
directly or indirectly as a result of or in connection with the purchase of such securities or

property.
3503. Compulsory stock borrowing by HKSCC in case of late delivery

HKSCC reserves the right at any time to effect a Compulsory Stock Borrowing Transaction in
order to:

0) meet the aggregate of HKSCC's delivery obligations to Clearing Participants or
Clearing Agency Participants, as the case may be, which have not been satisfied as a
result of a failure by any Clearing Participant or Clearing Agency Participant, as the
case may be, to deliver Eligible Securities to HKSCC by the final Batch-settlement-run
on the due date (i.e., T+2); or

(i) replace, in whole or in part, HKSCC's stock borrowing under any other Compulsory
Stock Borrowing Transaction.

The rights and obligations of the Lender and HKSCC in respect of a Compulsory Stock
Borrowing Transaction shall be governed by the Compulsory Stock Borrowing and Lending
Regulations. HKSCC shall not be obliged to exercise its rights under this Rule 3503.

Each Participant that becomes a party to a Compulsory Stock Borrowing Transaction shall be
bound by and shall comply with:

0) all of the provisions of the Rules relating to Compulsory Stock Borrowing
Transactions; and

(i) the Compulsory Stock Borrowing and Lending Regulations.

In the event of any conflict between the Rules and the Compulsory Stock Borrowing and
Lending Regulations, unless HKSCC otherwise determines, the Compulsory Stock Borrowing
and Lending Regulations shall prevail.

The Compulsory Stock Borrowing and Lending Regulations shall constitute the "stock
borrowing and lending agreement” for the purposes of section 19 of the Stamp Duty
Ordinance (Cap. 117) in relation to a Compulsory Stock Borrowing Transaction.

In the event that HKSCC enters into a Compulsory Stock Borrowing Transaction, HKSCC
intends to discharge the stock lending fee it incurs thereunder from the default fees collected
from the short Participants under Rule 3501.

For the avoidance of doubt, any borrowing of Eligible Securities effected by HKSCC pursuant
to this Rule 3503 shall not affect the obligation of the Clearing Participant or Clearing Agency
Participant, as the case may be, to deliver Eligible Securities under the CNS System.
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CHAPTER 38

SETTLEMENT AGENT

Application for Settlement Agents to be connected to CCASS

HKSCC may, on a Participant’s application, approve the appointment of a Settlement Agent by a
Participant to access CCASS and conduct settlement and other activities in CCASS on behalf of the
Participant. For the avoidance of doubt, Investor Participants are not entitled to apply for the
appointment of a Settlement Agent, and a Participant (other than an Investor Participant) shall not
appoint more than one Settlement Agent unless with the prior written approval of HKSCC.

In applying for the appointment of a Settlement Agent to access CCASS, a Participant shall follow
such procedures as may from time to time be prescribed by HKSCC.

Approval of an application for the appointment of a Settlement Agent is entirely at the discretion of
HKSCC. HKSCC may impose such conditions and restrictions as it thinks fit at the time of approval
of such application and at any time thereafter during the appointment of the Settlement Agent by
giving written notice to the Participant.

HKSCC shall be entitled to revoke any approval granted to a Participant concerning its appointment
of a Settlement Agent and to disconnect its Settlement Agent’s connection to CCASS, at any time
after the appointment has commenced by notifying the Participant in writing. For the avoidance of
doubt, in the event that any connection to CCASS by a Settlement Agent is determined by HKSCC to
be incompatible with or in any way inappropriate for CCASS, HKSCC may revoke any approval
granted to a Participant concerning its appointment of the Settlement Agent and to disconnect all
connections of the Settlement Agent at any time by giving written notice to the Participant.

Obligations of CCASS Participants in connection with Settlement Agents

So long as its appointment of a Settlement Agent is valid, the Participant shall ensure and shall
procure that the Settlement Agent, in conducting its activities in CCASS on behalf of the Participant,
complies with the Rules and the Operational Procedures as set out by HKSCC from time to time.
Where its Settlement Agent’s access to CCASS is from a foreign jurisdiction or its Settlement Agent’s
office premises are located in a foreign jurisdiction, the Participant shall specifically comply with
Rules 3901 to 3904.

A Participant shall give prompt notice to HKSCC of any change in information regarding the
Settlement Agent or its appointment as supplied to HKSCC at the time of application under Rule 3801
or as supplied to HKSCC from time to time after the application has been approved.

A Participant shall, in relation to all its activities, dealings and transactions in CCASS or with
HKSCC or in relation to all Eligible Securities standing to its credit in CCASS from time to time, be
liable to HKSCC under the Rules as principal notwithstanding its arrangement with a Settlement
Agent. For the avoidance of doubt, all acts done, instructions input and communications given in or
related to CCASS by a Participant’s Settlement Agent or purported to be done, input or given via the
Participant’s Settlement Agent’s access and connection to CCASS shall, for the purposes of the Rules,
be treated as those of the Participant, and the Participant shall be liable as principal for all such acts,
instructions and communications.

A Participant shall ensure that it is able to, and shall continue to, comply with all of its obligations as a
Participant under the Rules despite its appointment of and engagement of the services of a Settlement Agent.
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A Participant shall further ensure that its Settlement Agent does not subcontract, assign or in any way permit
any other party (whether or not associated with the Settlement Agent or the Participant) to perform its rights
and obligations as the Participant’s Settlement Agent except with the prior written approval of HKSCC.
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CHAPTER 39

ACCESS TO CCASS FROM A FOREIGN JURISDICTION

Obligations of Participants or Settlement Agents located in a foreign jurisdiction

A Participant that wishes (i) to install a CCASS Terminal at its or its Settlement Agent’s office
premises located in a foreign jurisdiction or (ii) to access and operate CCASS from a foreign
jurisdiction must obtain HKSCC’s prior written approval to do so. Where approval is granted, such
installation shall be subject to the following Rules of this chapter and such conditions as prescribed by
HKSCC from time to time.

A Participant shall ensure that it is able to, and shall continue to, comply with all of its obligations as
a Participant under the Rules despite the location from where it is accessing CCASS and despite its
appointment of a Settlement Agent which accesses or operates from a foreign jurisdiction.

A Participant shall ensure that its money obligations arising from the operation of CCASS or other
liabilities owing to HKSCC are settled in Hong Kong via one of the Designated Banks and that all
money settlement is effected under Hong Kong business hours within the time and in accordance with
the process specified under the Rules.

A Participant shall satisfy such other requirements and conditions in relation to its or its Settlement
Agent’s access to CCASS from a foreign jurisdiction as may from time to time be imposed by
HKSCC. For the avoidance of doubt, in the event that any access to CCASS from a foreign
jurisdiction is determined by HKSCC to be inappropriate for CCASS, HKSCC may discontinue such
arrangement at any time by notifying the Participant in writing.

Books and records

A Participant or its Settlement Agent which accesses and operates CCASS from a foreign jurisdiction,
shall maintain in Hong Kong a set of books and records of its CCASS related activities, and ensure,
and shall procure the Settlement Agent to ensure, that it is kept up-to-date on a day to day basis. The
duplicate set can be in hardcopy or electronic form. Upon HKSCC’s request, a Participant shall make
available the hardcopy of books and records for inspection by HKSCC. Such copy shall be certified
by a director or the company secretary of the Participant that it is a true and complete copy of the
original.

In the event that HKSCC, in its absolute discretion, considers it necessary to inspect the books,
records or systems relating to CCASS or transactions conducted through CCASS, the Participant shall
grant or shall procure its Settlement Agent to grant, HKSCC or its authorized persons or agents access
to such books, records and systems and the Participant shall reimburse HKSCC all the costs incurred.

Communication

A Participant shall provide a means of communication with HKSCC, so that HKSCC will not bear
any additional cost or suffer from any inconvenience due to the location of the Participant’s CCASS
Terminal or the location from where the Participant or its Settlement Agent access CCASS. A
Participant may be required to reimburse HKSCC against all costs incurred by HKSCC in connection
with any communication or correspondence with the Participant and its Settlement Agent, employees
or representatives outside Hong Kong. The Participant shall be available for contact during normal
CCASS operation hours. Emergency contacts in the relevant foreign jurisdictions shall also be
available for time outside normal CCASS operation hours.
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A Participant shall be responsible for all the costs and expenses in relation to the connection of
communication links between the Hong Kong service provider and its or its Settlement Agent’s office
premises in a foreign jurisdiction.

Legal liabilities

A Participant shall obtain from a reputable law firm of a foreign jurisdiction a legal opinion issued in
favor of HKSCC confirming that :

(i having the Participant’s CCASS operation and the placement of the CCASS Terminal in a
foreign jurisdiction; and/or

(i) appointing a Settlement Agent which accesses CCASS on the Participant’s behalf from or has
its operation in a foreign jurisdiction

will not (a) subject HKSCC, the Exchange or a recognized exchange controller to any legal,
regulatory, reporting, registration or other requirements of the foreign jurisdiction (b) deem HKSCC,
the Exchange or a recognized exchange controller to be carrying on any business in that jurisdiction;
(c) have any tax implications on HKSCC, the Exchange or a recognized exchange controller; and (d)
affect the right of inspection by HKSCC to books, records or systems relating to CCASS or
transactions conducted through CCASS in that jurisdiction. The legal opinion shall be issued in such
form as may be required by HKSCC.

A Participant shall ensure that it complies with all applicable laws, regulations and requirements of
the jurisdiction where its and its Settlement Agent’s CCASS Terminals, office premises or operations
are located.
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4201.

4202.

4203.

CHAPTER 42

CHINA CONNECT CLEARING HOUSES

Cross-boundary Clearing Links in relation to Exchange Trades

HKSCC and a China Connect Clearing House may enter into a Clearing Link under which
China Connect Clearing Services may be provided by HKSCC to Participants pursuant to
Chapter 41 in respect of China Connect Securities Trades that are executed by an SEHK
Subsidiary on a China Connect Market. HKSCC and a China Connect Clearing House may
also enter into a Clearing Link to enable such China Connect Clearing House to provide
clearing, settlement, depository, nominee and other services to its participants in respect of
Exchange Trades in SEHK Securities that are executed by a Special Participant on the
Exchange.

This Chapter 42 sets out the provisions that apply to a China Connect Clearing House
which has entered into a Clearing Link with HKSCC relating to Exchange Trades in SEHK
Securities.

Services to a China Connect Clearing House in relation to Exchange Trades

HKSCC may provide such services as it may consider appropriate for the purposes of
establishing and operating a Clearing Link in relation to Exchange Trades referred to in
Rule 4201 to any China Connect Clearing House that is a Clearing Agency Participant in
accordance with the provisions of the Rules. Such services may include, without limitation,
the following:

(1) the clearing and settlement of Exchange Trades by HKSCC in its capacity as central
counterparty for such China Connect Clearing House in its capacity as Clearing
Agency Participant; and

(2) the provision of nominee, depository and other related services in respect of SEHK

Securities by HKSCC to such China Connect Clearing House in its capacity as
Clearing Agency Participant.

Qualification requirements for China Connect Clearing Houses to clear
Exchange Trades

A clearing house applying to be a China Connect Clearing House that is allowed to
participate in CCASS in respect of Exchange Trades in SEHK Securities must satisfy the
following criteria:

(1) be a Clearing Agency Participant authorised by HKSCC to clear and settle Exchange
Trades in SEHK Securities in the CNS System;

(2) bean ATS provider authorised by the Commission under section 95 of the Ordinance;

(3) be a clearing house duly authorised by all relevant regulators in Mainland China to
provide securities clearing and settlement services to its participants;

(4) be of good financial standing and integrity;
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(5) satisfy any regulatory conditions specified by the Commission under the Ordinance or
in relation to the authorisation of the China Connect Clearing House as an ATS
provider by the Commission;

(6) have a valid, binding and effective Clearing Links Agreement with HKSCC; and

(7) meet all other relevant participation criteria as HKSCC may prescribe from time to
time.

Application procedure

Applications made under Rule 4203 must be in writing and in such form as HKSCC may
from time to time prescribe. Upon request, an applicant must demonstrate to the
satisfaction of HKSCC that it is able to comply with the regulatory conditions that may be
imposed on it by the Commission.  Approval may be given subject to such terms and
conditions as HKSCC may consider appropriate. A clearing house that is approved by
HKSCC under this Rule 4204 will (to the extent it is not already so added) be added to the
list of China Connect Clearing Houses referred to in Rule 4105(b), and the list will note
that such China Connect Clearing House has been approved for the purpose of a Clearing
Link in relation to Exchange Trades.

Clearance of Exchange Trades by China Connect Clearing Houses

A China Connect Clearing House which has been approved by HKSCC under Rule 4204
may participate in CCASS as a Clearing Agency Participant and clear and settle Exchange
Trades in SEHK Securities that are executed by one or more Special Participants, subject to
these Rules.

A China Connect Clearing House may clear and settle Exchange Trades in SEHK
Securities in respect of designated Special Participants only. It shall not clear and settle
Exchange Trades in non-SEHK Securities or in respect of a participant of the Exchange
other than a Special Participant designated by the China Connect Clearing House and with
whom it has entered into a Clearing Agreement. The China Connect Clearing House shall
ensure that any such Clearing Agreement to which it is a party, and all subsequent
agreements to amend the Clearing Agreement do not contain any provision which is
inconsistent with the Rules. The China Connect Clearing House shall, at the request of
HKSCC, supply it with a certified copy of each executed Clearing Agreement.

A China Connect Clearing House shall not be entitled to decline to settle and clear any
Exchange Trades in SEHK Securities that are executed by any of its designated Special
Participants.

Clearance of Exchange Trades by a China Connect Clearing House in respect of its
designated Special Participants shall be in accordance with the Rules, including Rule 901.
A China Connect Clearing House may, subject to HKSCC’s approval, have one separate set
of Stock Accounts (including a separate Stock Clearing Account, Stock Collateral Control
Account and separate Stock Segregated Accounts) in respect of each designated Special
Participant. Subject to the Rules, Exchange Trades cleared by a China Connect Clearing
House in respect of its designated Special Participants are to be cleared and settled in
CCASS under the CNS System and novated in accordance with Rule 3301.

Restrictions applicable to a China Connect Clearing House relating to the
clearance of Exchange Trades and other transfers
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Notwithstanding any other provision in the Rules to the contrary, the following restrictions
shall apply to a China Connect Clearing House:

@)

)

®)

(4)

an Exchange Trade may not be cleared under the Isolated Trades System, whether by
election of the counterparties to the Exchange Trade or otherwise;

no transactions arising out of any Settlement Instructions or (for the avoidance of
doubt) any Investor Settlement Instructions, Transfer Instructions or Cross-Border
Transfer Instructions shall be accepted for settlement and/or clearance by HKSCC,
except as mentioned in Rule 4206(3) below or as authorized by HKSCC,;

the China Connect Clearing House and its participants shall not effect any non-trade
transfer or settlement of transactions in Eligible Securities outside of the relevant
Trading Link, other than (i) any non-trade transfer or settlement of Eligible Securities
as a result of succession, divorce, loss of legal person status, donation to a charitable
foundation or approval by any relevant state authority in Mainland China (ii) any
matter relating to the creation or enforcement of pledge, (iii) any assistance in judicial
enforcement or (iv) any other transfer as may be permitted by the China Securities
Regulatory Commission; and

no transactions arising out of any instructions to transfer between Stock Accounts or
CCMS Collateral Accounts allocated to the China Connect Clearing House in respect
of different Special Participants shall be accepted for settlement and/or clearance by
HKSCC (including for the avoidance of doubt, any transfers otherwise permitted under
Rule 4206(3) but for this Rule) unless authorised by HKSCC.

Nominee and depository services provided to China Connect Clearing Houses
in respect of SEHK Securities

HKSCC shall provide nominee and depository and other services in respect of SEHK
Securities to any China Connect Clearing House which has been approved by HKSCC
under Rule 4204 on the same basis as for other Participants as set out in these Rules,
provided that:

M)
)
®)

(4)

(®)

(6)

no deposit or withdrawal of Eligible Securities from CCASS shall be permitted:;
no SSA with Statement may be opened by such China Connect Clearing House;

the China Connect Clearing House shall not be entitled to apply for Eligible Securities
by giving Electronic Application Instructions for New Issue Shares to HKSCC;

HKSCC will not be obliged to provide or arrange to provide copies of corporate
communications for corporate communications events to participants of the China
Connect Clearing House or any of their clients;

where the entitlements or securities being granted or offered by an issuer under any
corporate action do not constitute Eligible Securities, HKSCC may, at the cost of the
China Connect Clearing House, make such arrangement with or for the China Connect
Clearing House regarding the disposal or realization of such securities as HKSCC may
consider appropriate; and

where the China Connect Clearing House clears in respect of more than one Special
Participant, nominee, depository and other services shall be provided separately in
respect of SEHK Securities that are held by the China Connect Clearing House in
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respect of each of its designated Special Participants.
Continuing obligations of China Connect Clearing House

A China Connect Clearing House which has been approved by HKSCC under Rule 4204
shall at all times:

(1) comply with the qualification requirements set out in Rule 4203;

(2) comply with and be bound by these Rules as in force from time to time and all
procedures, requirements, regulations, conditions and guidance published by HKSCC
pursuant to these Rules, in each case insofar as they relate to its participation in
CCASS in respect of SEHK Securities, subject to the terms of the Clearing Links
Agreement between itself and HKSCC,;

(3) provide, within such period as HKSCC may specify, such information in its possession
as HKSCC may request about a Special Participant with whom it has entered into a
Clearing Agreement for the clearing and settlement of Exchange Trades in SEHK
Securities, including but not limited to information relating to a Special Participant’s
financial position, its underlying members or clients, and any other information or
documents as HKSCC may from time to time demand; and

(4) provide such amount of SEHK Securities as shall represent its short CNS stock
positions in Exchange Trades executed by each of its designated Special Participants
in such SEHK Securities to HKSCC as Collateral Securities and ensure that it is
authorized to provide such Collateral Securities to HKSCC.

Insulation against risk spillover

A China Connect Clearing House which has been approved by HKSCC under Rule 4204 is
exempt from contributing to the Guarantee Fund. Amounts standing to the credit of the
Guarantee Fund will therefore not be applied by HKSCC towards meeting any obligations
arising out of Market Contracts between HKSCC and a Clearing Agency Participant which
is a China Connect Clearing House.

Disclosure of information

HKSCC shall have the authority to disclose the details of any information concerning a
China Connect Clearing House at any time if so required pursuant to any local or
international regulatory standards applicable to HKSCC in respect of any Clearing Link
entered into between HKSCC and the China Connect Clearing House.
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CHAPTER 43
CLEARING SERVICE TERMINATION EVENT

Clearing Service Termination Event

For the purposes of this Rule, (i) references to “Eligible Securities” mean Eligible Securities
other than China Connect Securities; and (ii) references to “Market Contract” mean a Market
Contract other than a contract between HKSCC and a China Connect Clearing Participant
arising as a result of the Novation of a China Connect Securities Trade to be settled under the
CNS System.

Notwithstanding Rules 3307, 3705, 3706 and 3709, if HKSCC, in consultation with the
Commission, determines at any stage that:

(1) the losses resulting from one or more Events of Default occurring within the same
Capped Liability Period will exceed the resources available to it including those
available to be applied under Rules 2507, 2507A and 3702(ii) with respect to all such
Events of Default; or

(2) the clearing and settlement services in relation to Market Contracts shall cease to be
provided,

HKSCC shall notify all Clearing Participants and Clearing Agency Participants of its
determination to cease providing clearing and settlement services in relation to Market
Contracts (a “Clearing Service Termination Event”) and the clearing and settlement services in
respect of the Market Contracts will be wound down in accordance with this Rule.

Upon the occurrence of a Clearing Service Termination Event, every Market Contract between
HKSCC and a Clearing Participant or Clearing Agency Participant shall be automatically
terminated and all prevailing obligations of HKSCC and such Clearing Participant or Clearing
Agency Participant in respect of each such Market Contract between them (including the
obligations to deliver any Eligible Securities under the Market Contract) shall cease and be
replaced with the obligation of HKSCC or the relevant Clearing Participant or Clearing
Agency Participant, as the case may be, to pay the other party a net sum which shall take into
account the termination value and any unpaid amounts of each such Market Contract as
determined by HKSCC under this Rule and Section 17A.1 of the Operational Procedures. The
termination value for each Market Contract shall be determined based on the prevailing market
price at the time of contract termination, or if such market price is not available, the price shall
be such price as HKSCC may reasonably determine. HKSCC may also take into account any
unpaid amounts that have become due and payable in respect of any Market Contract on or
prior to the occurrence of the Clearing Service Termination Event.

Following the payment by each relevant Clearing Participant or Clearing Agency Participant of
the Limited Recourse Interim CP Payable or Limited Recourse Final CP Payable with respect
to the CNS positions from its Market Contracts, HKSCC shall pay an amount equal to the
Margin Balance in respect of a Clearing Participant or Clearing Agency Participant to such
Clearing Participant or Clearing Agency Participant in accordance with Section 17A.1 of the
Operational Procedures; and HKSCC shall pay an amount equal to the Guarantee Fund
Contribution Balance in respect of a Clearing Participant or Former Clearing Participant to
such Clearing Participant or Former Clearing Participant in accordance with Section 17A.1 of
the Operational Procedures.

Liability of HKSCC under a Clearing Service Termination Event

Notwithstanding the provisions of Rule 3307, settlement (by payment, set-off or otherwise) of
the Limited Recourse CP Receivable with respect to the CNS positions of each relevant
Clearing Participant or Clearing Agency Participant arising from its Market Contracts pursuant
to Rule 4301 and Section 17A.1 of the Operational Procedures discharges in full HKSCC’s
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obligations in respect of these Market Contracts and no Clearing Participant, Clearing Agency
Participant or client of a Clearing Participant or Clearing Agency Participant shall have any
recourse against HKSCC or to any fund or other entity, including without limitation any
affiliate or recognized exchange controller which is the controller of HKSCC in relation to any
Market Contract once the resources available to HKSCC including those available to be
applied under Rules 2507, 2507A and 3702(ii) have been exhausted. In particular, no
Clearing Participant, Clearing Agency Participant or client of a Clearing Participant or
Clearing Agency Participant shall be entitled to instigate any action for the winding-up or the
appointment of a receiver or manager over any property of HKSCC.

GENERAL RULES OF CCASS



	R01
	R02
	R03
	R04
	R05
	R06
	R07
	R08
	R09
	R10
	R11
	R12
	R12A
	R13
	R14
	R15
	R16
	R17
	R18
	R19
	R20
	R21
	R22
	R23
	R24
	R25
	R26
	R27
	R28
	R29
	R30
	R31
	R32
	R32A
	R33
	R34
	R35
	R36
	R37
	R38
	R39
	R40
	R41
	R42
	R43
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page



