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The Working Group

With the strong support of the China Securities Market Practice Group (SMPG), the Working Group on Securities
Lending and Borrowing & Cross-border Refinancing in China was established in November 2020. These
deliverables were contributed and finalized based on the discussions of the working group.

The working group members are as follows:

Representatives from Committee member of CN SMPG:
*Guotai Junan Securities

*CITIC Securities

*Deutsche Bank

*HSBC

«Citibank

sIndustrial and Commercial Bank of China

*Agricultural Bank of China

Invited representatives from members of CN SMPG:
*Shenwan Hongyuan Securities

*UBS Securities

*Guosen Securities

*China Construction Bank
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The Scope

The scope of this documentincludes:

CN SMPG SLB working group outcome, V1, as of Feb2021

SecuritiesLending and Borrowing(SLB): It refers to business activities of lending funds to
customers for them to buy securities or lending securities to customers for them to sell the securities,
and taking customers’ collaterals as pledge. For the qualified institutional investor, i.e. QFI/RQFII ,
they can access to SLB after the broker conducts credit assessment on QFIl, and then the customer’s
creditline will be issued after the customer transfers the collateral to broker. The business needs to be
carried out under the “broker settlement model”.

Refinancing business: It refers to business activities in which China Securities Finance Corporation
(CSFC) lends its own funds and securities or those collected funds according to the law to brokers for
them to engage in SLB business. For the qualified institutional investor, i.e. QFII/RQFII, is eligible for
refinancing lending. The broker applies to CSFC and the Exchange for lending qualification and
trading on behalf of QFII. This business is currently carried out under the QFIl custodian mode. (Note:
Thereis no collateral give & take between the QFIl and CSFC. The creditline only exists between
CSF andthe broker (provided by CSF) , and between the broker and the QFII (provided by broker),
but does not exist between QFIll and CSF.)

The market practice only cover the message flows between “QFIl - Broker”, “QFIl - Master Custodian”
and “Broker - Master Custodian”. Any flows exchanged with CSDC or CSF are out of scope.




Part 1: Securities Lending and Borrowing

SecuritiesLending and Borrowing(SLB): It refers to business activities of lending funds to customers for themto
buy securities or lending securities to customers for them to sell the securities, and taking customers’ collaterals as
pledge. For the qualified institutional investor, i.e. QFII/RQFII , they can access to SLB after the broker conducts
creditassessment on QFIl, and then the customer’s credit line will be issued after the customer transfers the
collateral to broker. The business needs to be carried out under the “broker settlement model”.




Account structure and the instruction flows
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Key Operational Flows for SLB

Business scenario:

« All data in terms of collateral transfer, clearing and settlement, corporate actions and reconciliations related to SLB will directly be
exchanged between QFIl and its SLB brokers. The data will not be routed indirectly through the QFIl master custodian.

* The main operational flows between the QFIl master custodian and QFIl in the SLB business include: cash transfer from custodian
to a third party depository account; securities transfer from custodian to SLB broker.

* The main operational flows between the QFIl broker and the master custodian in the SLB business include: for the purpose of
accounting, recording keeping and regulatory reporting, the custodian may need obtain the holding report, cash statement, etc. from
the QFIl SLB broker for the QFIl's securities and cash account opened with the broker.

MT message interaction possibly involved:

* Cash transfer
* Securities transfer betw een securities accounts w ith custodian and w ith broker.

A 4 A
QFII l :( SLB broker < 1 QFIll master custodian
J « Cash transfer L J * EoD bookkeeping ,
+  Securities transfer betw een statement of customer’s
securities accounts w ith custodian cash/securities account
and w ith broker. opened w ith the broker
* Post-trade Clegring and settlement Question: As market practice in China, the transfer of securities betw een the securities account with
+ EoD bookkeeping statement of custodian and with the broker for QFIl shall be done by the broker based on QFII’s instruction. Why is
customer’s cash/securities account there an instruction interaction betw een QFIl and the master custodian of QFII?
forcollateral at the broker Answer: At the time of transfer between the two securities accounts, there is a settlement action of
+ CA o ] “securities transfer-in” or “securities transfer-out" for the general account (actually, the safekeeping
* Non-trading instructions (related to account) opened by QFII at the custodian for account confirmation. Although the broker has
account opened w ith the broker) conducted transfer atthe investor IDlev el for QFIl according to the customer's “trade” instruction,
« Risk report and additional margin still at the settlementlev el, QFIl or the custodian needs to carry out instruction interaction for the

purpose of reconciliation and record keeping.

~
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Key business process that may involve MT messages

QFII Broker Custodian Messages that may be
involved

Cash transferin

QFllsends a
cash transfer
instruction to the
custodian orthe
broker

Transfer from account with custodian to account
with broker: the broker shall send a credit message
to QFIl asrequired by the customer.

The custodian transferscash according to QFlI'sinstruction:

1.Transferto the cash account opened by QFllwith the
depository bank.

2.Transferto the cash account opened by QFIl with the
broker.

MT599, MT900, MT910
MT202, MT103, MT9xx

Cash transfer out and other
details, please refer to Slide
8&9.

Collateral securities QFll sends a » Transferfrom general accountto account for » Transferfrom general accountto account for collateral: MT54x
transfer between securities collateral: The broker process the receive free The custodian accept the Deliverinstructionand confim
general accountand transfer instruction and send QFIl with settlement the securitiesdelivery. .
accountfor collateral instruction to the confirmation. « Transferfrom accountforcollateral to general account:

custodian and » Transferfrom accountforcollateralto general The custodian accept the Receive instructionand

the broker account: The broker accept the Deliver Free confirm securitiesreceipt

instruction and confirmthe securitiesdelivery.

Post-trade clearing and QFll sends a The broker proceeds the settlementinstructionand | N.A (some custodiansmight want to maintain a mirror MT54x
settlement settlement confirmsthe settlement result to QFII. accountand require the settlement information being copied

instruction to the
broker (ordinary
A-share trading)

to them. Itis optional.)

End-of-day holding and

cash statement of
customer’s cash and
securities account at
the broker

The brokerneedsto send holding statementsto
QFII for the accountsopened with the brokers.

Upon the request from QFIl and its custodian, the
broker may also need to send such information to
QFIl’s custodian.

Scenario 1: When regulatory reporting isrequired, the
custodian shall record the reportsbased on the account for
collateral recordssent by the broker to meet the regulatory
reporting requirements. (Required)

Scenario 2: Afterreceiving the statementssent by the
broker, record the SLB trading of QFIl at the broker in the
custodian’ssystem forbookkeeping, and the custodian is
responsible forsending various SWIFT messages to QFII
(according to the needsof QFII, not required)

MT53x, MT940/950

Corporate Action
(related to account
opened with broker)

QFll sends
relevant
instructions (if
any)

The broker sends messages on corporate actions
according to the customer'srequirements, and the
final executioninstruction requiresthe customerto
issue or receive the SWIFT message of QFII
through the trading channel, to do the operation of
relevant corporate actions.

N.A (some custodiansmight want to maintain a mirror
accountand require the CA information being copiedto
them. Itisoptional.)

MT564, MT565, MT566,
MT567, MT568

Risk report and
additional margin

The brokerneeds to provide them to QFII

Out of scopein accordance
with the decision of the
working group

Others
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SLB business - 1) Cashtransfer-in

N N
o s (2] el @
m - > LEL ghird-Ptafty SLB broker
QFII h QFIl’s epositary
e custodian bank

Business
description

Sender

Recipient

Process description

QFll sends an instruction to the custodian, andtransfersfunds from the account opened
by QFII with the custodian

Message type

MT599 Or.

MT103 (Step 2 can be indicated at
52 field: Account number of the
same name of QFIl with the third-

1 Cash transfer-in QFII QFIl’s custodian | 1) tothe accountofthe same name with the third-party depository bankand arty depository bank, 57 field: the
2) furthertransfers to the cash accountfor collateral opened by the brokerwith the ph' dy p d yh bank BI.C
third-party depository bank(involving tw o transfer actions) t |r_-party epository banksBIC,
59 field: cash account for collateral
opened by QFIl with the broker)
QFII's custodian transfersfunds to the cash account opened by QFIl with the third-party
QFII's Third-part depository bankaccording to QFlII'sinstruction, and further transfersthem to the cash Out of scope in accordance with
2 Cash transfer-in . rd-party account for collateral opened by the broker with the third-party depositary bank(at the decision of the working
custodian depositary bank ; S , .
present, message is generally notutilized, so QFII’s custodian needsto completethe group
transfer via the third-party depository banksonline banking)
Confirmation of QFlIl's QFII's custodian completesthe cash transfer-out, and sends a confirmation of debiton
3 cash transfer . QFII , MT900
custodian QFII's general cash account to QFII
(transfer-out)
Confirmation of . ) . .
4 cash transfer SLB broker OFII Afterre(’:elvmg the fundstransferred by QFII, SLB broker sends a confirmation of credit MT910
. on QFII's cash account for collateral at the broker
(transfer-in)
Confirmation of Third-party If QFII requiresto obtain the notice of cash transfer from the third-party depository bank, Out of scopein accordance with
- depositary QFII the confirmation shall be sent by the third party depositary bank, butitisrarely provided the decision of the working
cash transfer . . : S . : SR -
bank in practice at present (thispart of applicationwill not be considered in thisdiscussion). group
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SLB business — 2) Cashtransfer-out (Method 1: through custodian)

In terms of cash transfer-out, it can be initiated by the custodian or by the broker according to QFII's instruction, depending on the agreement
among the parties. Therefore, the working group studied and summarized both methods. However, at present, cash transfer out through a

custodian is more common in the market.

A
v

e > 'gco Enstef ruarriltsi?:r >
QFII’s Third-party
custodian depositary bank

SLBbroker

Business . .
description Sender Recipient Process description Message type
QFIl sends two instructionsto the custodian, requiring the transfer of cash back to the cash
1 Cash transfer- QFIl QFIl's custodian account opened by QFIl with the custodian through bank-broker transfer. The cash are transferred MT599
out to 1) the account of the same name with the third-party depository bankfirst and then to 2) the MT202
cash account opened by QFIl with the custodianthroughinter-banktransfer.
QFII's custodian further sendsan instruction accordingto QFII’sinstruction to transfer QFII’s cash Out of scope in
Cash transfer- QFIl's Third-party to the cash account opened by QFII with the third-party depository bank (through onllnepanklng, accordance with the
2 . - bank-broker account transfer) and further transfer them to the account opened by QFII with the S )
out custodian depositary bank ) ) . ) decision of the working
custodian through inter-banktransfer (at present, message is generally not accepted, so QFll’s rou
custodian needsto complete the transfer via the third-party depository banksonline banking) group
Confirmation of QFIl's Afterreceiving the fundstransferred in, QFII’scustodian sendsa confirmation of credit on QFIl’s
3 cash transfer . QFIl cash accountto QFII MT910
. custodian
(transfer-in)
Confirmation of ) . . ,
4 cash transfer SLB broker OFIl After funds are transferred out from the broker, the broker sends a confirmation of debit on QFII's MT900
cash account forcollateral at broker to QFII
(transfer-out)
) . Third-party If QFII requiresto obtain the notice of cash transfer from the third-party depository bank, the Out of scope n
Confirmation of : ’ ] ; . L - : . accordance with the
- depositary QFII confirmation shall be sent by the third party depositary bank, butitisrarely providedin practice at S .
cash transfer : R . . SO : decision of the working
bank present (this part of application willnot be consideredin thisdiscussion). group
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SLB business — 2) Cashtransfer-out (Method 2: through broker)

~§m

e \k aBank-securities N
account transfer
=l < >

v
y

QFII

SLB broker

Third-party

depositary
-bank
L« I bajnk

Business

QFII's

custodian

description Sender Recipient Process description Message type
3 QFll sends an instruction to broker, requiring the transfer of fundsbackto the account of the same name MT599
! Cash transfer-out QFil SLB broker opened by QFIl with the third-party depository bankthrough bank-broker account transfer MT202
The broker further sends an instruction accordingto QFllI'sinstruction to transfer QFIl’s cash to the cash Out of scope in
. account opened by QFIl with the third-party depository bank(through online bankingand bank-broker pen
Third-party . " accordance with the
2 Cash transfer-out | SLB broker depositary bank account transfer) (currently, message is generally not utilized, so the brokerneedsto completethe decision of the workin
P v transfer through the third-party depository banksonline banking. In addition, some depository banksdo rou 9
not support bank-broker account transferinitiated by brokers) group
, . After confirmingthat cash hasbeen remitted to QFIlI’'scash account, QFll sends an instruction to QFIlI’'s MT599
3 Cash transfer-out | QFIl QFi’s custodian custodian to transfer the cash to the cash account opened by QFIl with the custodian MT202
, . QFII's custodian further sendsan instruction accordingto QFlI’sinstruction to transfer QFII’s cash from Not d'SCL.JSSEd for the
QFll's Third-party ; . . moment in accordance
4 Cash transfer-out . . the cash account opened by QFIl with the third-party depository bankto the cash accountopened by . S
custodian depositary bank : . . . with the decision of the
QFIl with the custodian through inter-banktransfer (at present, message is generally not accepted) .
working group
Confirmation of QFIl's Afterreceiving the cash transferred in, QFllI’'scustodian sends a confirmation of credit on cash account
5 cash transfer . QFII MT910
. custodian to QFII
(transfer-in)
Confirmation of ) ) ) ,
6 cash transfer SLB broker OFII After cash are transferred out from the broker, the broker sends a confirmationof debiton QFll’scash MT900
account of collateral atthe broker
(transfer-out)
Third-party If QFII requiresto obtain the notice of cash transfer from the third-party depository bank, the Out of scope n
; ) . } . - : . . accordance with the
- Accountchange depositary QFII confirmation shall be sent by the third party depositary bank, butitisrarely providedin practice at _ .
- Sl . . AR : decision of the working
bank present (this part of application willnot be consideredin thisdiscussion). group
10 CN SMPG SLB working group outcone, V1, as of Feb2021 p



SLB business — 3) Scenatrio I: collateral securities transfer from custodian to broker

(o8

Ey

QFII’s
custodian

9

> o N
SLB broker

o
QFII

(s )

(2

o

Business . .
description Sender Recipient Process description Message type
Collateralstransfer- , . QFll sends an instruction to the custodian to transfer securitiesfrom QFII’'sgeneral
! out QFI QFil’s custodian securitiesaccount at the custodian to the securitiesaccount for collateral at the broker. MT542 (COLO)
2 _Collateral transfer- OFII SLB broker QFIl send; an instruction to the broker, requiring it to receive securitiestransferred from MT540 (COLI)
in the custodian
Confirmation of QFIl's
3 collateral transfer- custodian QFII Aftercompleting the transfer-out, QFIlI’scustodian confirmsit with QFII MT546
out

4 Confirmation of . SLB broker QFII Aftercompleting the transfer-in of securities, the broker confirmsit with QFII MT544
collateral transfer-in
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SLB business — 3) Scenario ll: collateral securities from broker to custodian

o N
> EL
QFII h e QFIlI’'s
custodian
e NN
- E3
SLB broker

Business . _
description Sender Recipient Process description Message type

Collaterals QFll sends an instruction to the broker to transfer securitiesfrom QFII's securitiesaccount for
! transfer-out QFil SLB broker collateral at the brokerto itsgeneral securitiesaccount at the custodian. MT542(COLI)
2 Collater_al QFIl QFII's custodian QFll sends aninstruction to QFII'scustodian, requiringit to receive securitiestransferred from the MT540 (COLO)
transfer-in broker
Confirmation of ?i/lnaarg::ri]n &
3 collateral refinancign QFII Aftercompleting the transfer-out of securities, the broker confirmsit with QFII MT546
transfer-out 9
broker
Confirmation of QFil's
4 collateral custodian QFII Aftercompleting the transfer-in of securities, QFlI'scustodian confirmsit with QFII MT544
transfer-in

12 CN SMPG SLB working group outcome, V1, as of Feb2021




SLB business - 4) End-of-day reconciliation: cash and securities

* — &
SLB broker QFII
‘o

o

v

QFII’'s
custodian

Business . .
description Sender Recipient Process description Message type
Day-end cash
report, holding . . s
1 report, and SLB broker QFII The SLB broker sends a cash repqu, a holdingreportand a transactionreport on QFIl’s cash MT535, MT536
i accountfor collateral and securities accountfor collateral atthe broker to QFII MT940/950
transaction
report
Day-end cash
report, holding . . ,

2 report, and SLB broker QFII's custodian The SLB broker sends a cash report, a holdingreportand a transactionreport on QFIl’s cash MT535,
transa’ction accountfor collateral and securities accounts for collateral at the broker to QFII’s custodian. MT536,MT940/950
report
rl;a)ginrc]ioclzistr: MT535,

port, g QFlI's QFII’'s custodian sendsa cash report, a holdingreport and a transaction report on QFlI’'sgeneral MT536,MT940/950

3 report, and . QFII . "
transaction custodian cash account and securitiesaccount at the custodianto QFII (Same as the current
report process)

According to the preliminary discussion of the working group, the statements of QFIl’s account with the third -party depository bank will not be considered for the time being.

~
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SLB business - 5) Corporate actions

: N
= o el o &

e > SLB broker <
Information h QFII

service 6 e
provider

[
»

Business . .
description Sender Recipient Process description Message type
Data of corporate Information Out of scope of this
1 . P service SLB broker The information service providerprovidesthe broker with informationon corporate actions ; cop
actions . discussion
provider
Notice of
corporate
2 actions/notice of SLB broker QFII The broker sends the pre-notice of corporate actionsand rights& intereststo QFII MT564/ MT568
rightsand
interests
3 ﬁzrpuocrt?;i:fnon QFII SLB broker For corporate actionswith options, QFIl sends corporate action instructionsto thebroker MT565
Execution status Margin
4 of c_orporate fmgncm_g& QFII The broker sends the corporate actionsstatus to QFII MT567
action refinancing
instructions* broker
Confirmation of ?i/lna;glc?n &
5 account refinancign QFII The broker sends the information of account change finally caused by corporate actionsto QFII MT566
behaviors broker 9

* Only applicableto corporate actions with options

14 CN SMPG SLB working group outcome, V1, as of Feb2021




SLB- Other possible trading related operational flows

The following scenarios all take place between QFIl and QFII broker, because the information interaction related to settlement instructions or reconciliation
resulting from transactions will take place before QFIl and QFII broker and is generally irrelevant to QFII's master custodian (data exchange required by
individual custodians for the purpose of customer senice or regulatory reporting requirements is not covered in this discussion). If transfer between a general
securities account and a credit account is inwolved, See Slide 10:

Securities buy via

QFIl sends a trade instruction to the broker; it is basically consistent w ith the

securities account [Securities Buy |MT 54x MT 54x logic of general A-share trading. (This scenario specifically refers to normal
for collateral securities trading and does not involve “outstanding financing liabilities”)
Securities sellvia
securities account [Securities Sell |MT 54x MT 54x
for collateral
Borrowing cash to A financing contract is generated atthe same time of securities buy-in,
, gcas Margin Buy MT 541 MT 541 |COLA REPO |and the cash are directly transferred from the broker’s account for
buy in securities
settlement.
The cash are firstly used to repay QFlls financing liabilities and transferred
into the broker’s financing account, and the remaining cash are left in QFlIl's
Selling securities use MT 543 use MT cash account for collateral. It is necessary to send a trading instruction to the
for repayment Sell to Repay DVP 543 DVP COLA REPO broker. In fact, this trading instruction contains two parts, “selling
transaction” and “repayment”, butitis processed in one stepin
practice.
QFIl sends a short selling instruction to the broker, w hichis similar to A-share
. trading, except that a liability (short selling) contract is generated and no
Borrowing repayment is involved in short selling. After this short selling, the cash are
iti MT 543 SHOR MT 543 : ) ' .
securities to sell Short Sell COLA credited to QFI's cash account at the broker. After the day-end clearing, the
them out o . g o
balance willincrease in QFll's cash account, resulting in the statement of
QFIl's cash account for collateral.
Purchase of After buying securities for coverage, the balance in QFll's cash account for
securities for Buy to cover MT 54x BUTC MT 54x COLA collateral will decrease, and the purchased securities are automatically

coverage

Qualifier COLE and COLA are Optional.
Qualifier COLE w ith COLA is used to indicate the transaction is related to collateral management
Qualifier COLA with REPO is to indication this is a repo arrangement for the margin

Qualifier COLA with PAYM indicates the securities settlement; it should be a DVP settlement, the fund received for this settlement is for the cash repayment

15 CN SMPG SLB working group outcome, V1, as of Feb2021
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Case Study: sell to repay

On 12 Jan 2021, QFIl instructs its broker to sell 1,000 shares of the stock “ABC”, and then the settlement amount is 1,000 yuan.
The 1,000 yuan shall be allocated to two different accounts:

- 400 yuan to repay the financing offered by the broker, and the cash account is the broker’s financing cash account.

- 600 yuan to QFIl's cash account with broker.

Base Message Deliver Against Pagment (2020 November) Lv [Name Mult |Type ! Code Min Lv |Name Mult |Type ! Code Min
! Mand 1 Mand
Ly |Name Mult |TypelCode [Min e neeTa ] L[S 2T Yes (] Other Amount [OTHR] [N E = 138 OTHRICH400,
1 Mand 16R Start of Black 1.1 |SETOET Ves | TBR:SETDET T ol ad
543 Deliver Against Payment (3R2020) Yes 22F Indicatar 1 Yes _ :
Generallnformation 14) .1 |GERL Ves Tupe of Settlement Transaction Indicatar 1.1 | dclBeldlc Yes 22F. SETRNTRAD B Clualifier 1.1 |4e
18R Star of Block [ EN Tes 5F: GEML G 22F 4lollfelidlo es 3 Sign 0.1 |M
Z0C Reference (A | -deiies Yes | 20C-SEMENSZPAT Qualifier NEr Ves Currency Code 1.1 [3a
ST01 Data Source Scheme (@1 |Gc Amaount 1.1 [15d
ggs gunTzTion afthe Message ;.11]] Aalidts] Yes ggg gED\;»gﬂz Indwialzr 1 ch;AD Yes 352 DatelTime o
ia OatelTime . rade
Linkages [&1) 0.7] |LINK Callateral Pacl Indicater [COLE] 0.1 | #clBelidls 22F COLEACOLA 185 End of Block 11| AMT Yes 6 AMT
TR Srar of Back .1 |LNK FERLK d 22F sllBaldle 16R Start of Block 11| AT Yes  |VGR.AMT
20a Feferero T T COLRIEOTa0 T T s 0 Settlement Amourt [SETT] NN 198 SETTHCNYEOD,
165 End of Block 11 [LNK TBS:LINK Dzt Scurce Scheme 0.1 |Be 134 ‘4 cHINI3 a15d
165 End of Block 1.1 [GERL Yes [ 165GENL Indicator 1[4 Qualifier 11 |de
Trade Dietails (B] 1.1 |TRADDET Yes Settlement Parties E1) 1."] |SETPRTY Y'os Sign 0.1 |M
ER Startof Bleck 1.1_|TRADDET Yes | TBRETRADDET BF Stant of Elock L1 [SETPATY Ves [ TBR:SETPATY Cunency Code RNEER
58a DatelTime i Yes F5aFany i Yes 4 T TEd
Sevlement DatelTime [SETT] iK Yes SEA-SETTHZOZI0TI 4 Buyer [BLYA] 1 SEP-BLIVANAARBCHEH |2 mant -
B0n Price oK £ Alolidlad s2ia3o] 165 End of Block 1A [AMT Yes | BSAMT
Deal Price [DEAL] 0.1 90B:DEALHACTUICN Qulifier N RET 165 End of Black 1.1 |SETCET Yes 65 SETOET
3 Identifier Code 17 |#a2s2iel3e]
356 Identification of the Financial Instrument 1.1]|[SINIe12ic]4 350] e 35R:ISIN HTaAccount 0.1 97A: SAFENZ00200200
165 End of Block 1.1 |TRADDET es [ 16sTRADDET (] Safekeeping Account [SAFE] 01
Financial InstumentAcoount (C] 1.1 [Flac es EIL) Hell35u
BR Start of Block 1] |FIAC Yes | BREFIEC Cualifier 11 |4
BB Quantity of Financial Instrument 1.1 [:#leidictsd Yes Account Humber 141 |35
Quantity of Financialnstumentto be Seled  |[1.7] | #aidlelSd Tes 165 End of Block 1.1 |SETPRTY es J65:SETPATY
ISETT] 16F Stan of Elock 1.4 |SETPRTY Ves | BR:SETPRTY
(] 368 oiidictsd ‘es 36B::SETTHUNITIIO00 35aParty 1 ‘es
Tualifier W [de Yoz 7 Flace of Setlement [PSET] 1.1 S5P:PSETHNOCOENET
7 Guariits Tope Code RRED Vos 65 End of Black 1] |SETPATY Ves | BSSETPATY
Bmortised Walue AMOR BF Stan of Elock 1.4 |SETPRTY Ves | BR:SETPRTY
Face Amount FAMT 35 Party i Ves
Uit Hamber ORI 3 Feceiving Agert [FEAG] 1.7 5P FEAGNCCLCCNSH
Tuantity A [d Vs 65 End of Block 1) |SETPATY Ves | BSSETPATY
572 Booount 5] Vor 6R Star of Block 1.7 |SETPRTY Ves | TBRSETPRTY
Safekeeping Account [SAFE] 111 Yes s Party 1 s
A T TP 75 SAFERTOE Y Seller [SELL] 1.1 5P SELLWEBEECNGY
Chrdifiar A (e 65 End of Block 1.7 |SETPRTY Yes | TS.SETPATY
Aocount humber [N Amonnks (B3] 11| AT e
Cash Account [CASH] 10,11
4 974 Aoi35y 74 CASHIZ02020
Cualifier [ED
ficcount Rumber NRE
BF Stat of Elock 1 [AMT Ves | BRAMT
155 End of Black n JRac e |WSFSC T Cither Amaurt [OTHR] [ [l aEd 34 OTHRICNY 400,
34 AIHN]F at5d
Cualifier [ |d4e
Sign [EL
Cunency Code NED

16 CN SMPG SLB working group outcome, V1, as of Feb2021

~




Margin trading business - Other possible non-trade operational flows

The following scenarios all take place between QFIl and QFIlI broker, because the information interaction related to settlement instructions
or reconciliation resulting from transactions will take place before QFIl and QFIl broker and is generally irrelevant to QFIfs master
custodian (data exchange required by individual custodians for the purpose of customer service or regulatory reporting requirements is
not covered in this discussion). If transfer between a general securities account and a credit account is involved, See Slide 11/12:

Collateral Transfer Ini.e. |QFII QFII custodian | MT542 COoLO
Collateral tran§fer securltle_s from COL|
transfer-in QFII's account with
Custodian to QFII'S QFII Broker MT540
account with broker This scenario has been described in Slide 11/12, and occurs
Collateral Transfer Out [ QFII QFII custodian | MT540 COLO between QFIl and QFll's  custodian; QFIl and broker.
Collateral i.e. transf’er SeCUI’ItIES' COLI
transfer-out from QFII's account with
broker to QFI's account | QF! broker MT542
with Custodian
MT 202 Field 21 Related Reference = Reference NO. of the
underlying financing transaction OR MT103 Field 70 /ROC/ =
ordering customer’s reference or /RFB/= Reference for
payment Beneficiary
Direct repay Cash Repay m(?\'/ls'f'ai%z Direct repayment is to transfer cash fromthe customer's cash
) account for collateral to the broker’s financing account. The
1202 customer needs to submit an instruction, and the cashtransfer
is operated by the broker. If the balance of the customer’s cash
account is insufficient, QFIl needs to send a transfer instruction
to the custodian, w hichw illconduct bank-broker transfer.
use MT TRAD It does not involve cash transfer, but involves the change of
Repayment 542 customer’s securities account for collateral. The broker
with existing Securities Repay Deli completes settlement with CSDC on the settlement date, and
securities eliver QFIl directly buys collateral securities at the broker before
Free repayment with existing securities
Credit Contract Credit Contract /Contract free As ther.e are many w ays of fge dgductlon related to f:ontracF .
/Contract Ext . f t extension, not every transaction involves fee deduction, so it is
Extension xtension ormaj recommended to use the message of non-fund transfe% >
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Part 2: Refinancing Business

Refinancing business: It refers to business activities in which China Securities Finance Corporation (CSFC) lends
its own funds and securities or those collected funds according to the law to brokers for themto engage in SLB
business. For the qualified institutional investor, i.e. QFI/RQFII, is eligible for refinancing lending. The broker applies
to CSFC and the Exchange for lending qualification and trading on behalf of QFII. This business is currently carried

out under the QFIl custodian mode.
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Refinancing business: Business process that may involve SWIFT message

19

QFII Broker Custodian Messages that
may be involved

Non-trade securities QFIl sends a non-trade - The custodian transfers the securities MT542
transfer of general securities transfer instruction to to be lent to the account designated
account the custodian to transfer the by the broker according to QFl's
(securitieslending) securities to be lent out of the instruction (the specific account is?)

account After completion, send a confirmation

to QFIL.

Non-trade securities QFIl sends a non-trade -- -- MT540

transfer of general
account
(securitiesreturning)

securities transfer instruction to
the custodian, requiring it to
receive the lent securities into
the general account

Notice of cash
transfer-in

--QFIl send a transfer-
in/transfer-out instruction

CN SMPG SLB working group outcome, V1, as of Feb2021

Send a notice on entry of lent fees
into account to QFII

MT599. MT910




MT54x sample

Recommendation: build a reference link between the securities has been lent and will be returned

MT540 Template for Securities Return

MT542 Template for Lend Out

:16R: START OF BLOCK:
:20C: REFERENCE:

GENL
:SEME//XXXXXXXX

:23G: FUNCTION OF MESSAGE: NEWM

:16R:START OF BLOCK:
:20C: REFERENCE:
:16S:END OF BLOCK
:16S:END OF BLOCK:
:16R:START OF BLOCK:
:98A: DATE/TIME:
:98A: DATE/TIME:

LINK
:COMM//YYYYY
LINK
GENL
TRADDET
:SETT//YYYYMMDD
‘TRAD//YYYYMMDD

:35B:IDENTIFICATION OF FI: [STN XXXXXXXXXXXX

:16S: END OF BLOCK:
:16R:START OF BLOCK:
:36B: QUANTITY OF FI:
:97A: ACCOUNT:
:16S:END OF BLOCK:
:16R:START OF BLOCK:
:22F:INDICATOR:
:16R:START OF BLOCK:
:95P: PARTY:

:16S:END OF BLOCK:
:16R:START OF BLOCK:
:95P: PARTY:

:16S:END OF BLOCK:
:16R:START OF BLOCK:
:95P: PARTY:

:16S: END OF BLOCK:
:16S:END OF BLOCK:

TRADDET
FIAC
'SETT//UNIT/XXX
SAFE//XXX-XXXXXX-XXX
FIAC
SETDET
:SETR//SECL
SETPRTY

REAG//XXXXXXXX

SETPRTY
SETPRTY

:BUYR//XXXXXXXX

SETPRTY
SETPRTY

:PSET//XXXXXXXX

SETPRTY
SETDET
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:16R:START OF BOLCK:

:20C: REFERENCE:

GENL
SEME//XXXXXXXX

:23G: FUNCTION OF MESSAGE: NEWM

:16R:START OF BLOCK: LINK

:20C: REFERENCE: :COMM//YYYYY
:16S:END OF BLOCK LINK

:16S:END OF BLOCK: GENL

:16R:START OF BOLCK: TRADDET

:98A: DATE/TIME: :SETT//YYYYMMDD
:98A: DATE/TIME: ‘TRAD//YYYYMMDD
:35B: IDENTIFICATION OF FI: ISIN XXXXXXXXXXXX
:16S:END OF BLOCK: TRADDET

:16R:START OF BOLCK: FIAC

:36B: QUANTITY OF FI:
:97A: ACCOUNT:
:16S:END OF BLOCK:

:16R:START OF BOLCK:

:22F:INDICATOR:

:16R:START OF BOLCK:

:95Q: PARTY:
:16S:END OF BLOCK:

:16R:START OF BOLCK:

:95P: PARTY:
:16S: END OF BLOCK:

:16R:START OF BOLCK:

:95P: PARTY:
:16S:END OF BLOCK:
:16S:END OF BLOCK:

:SETT//UNIT/XXX
'SAFE//XXX-XXXXXX-XXX
FIAC
SETDET
:SETR//SECL
SETPRTY

'SELL//XXXXXXXX

SETPRTY
SETPRTY

:DEAG//XXXXXXXX

SETPRTY
SETPRTY

:PSET//XXXXXXXX

SETPRTY
SETDET




