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 Regime seeks to enhance surveillance timeliness and efficiency

* Inline with developments in other major jurisdictions (e.g. U.S., EU, Mainland China, Australia,
and Singapore)

» Fortify market integrity and support HK’s continued development as an international financial
centre



Overview of key elements

Under the HKIDR, relevant licensed corporations and registered institutions (collectively
“Relevant Regulated Intermediaries” or “RRIs”) would have to ensure that:

- Aunique identification code, namely a Broker-to-Client Assigned Number (“BCAN”) has been assigned to
each “Relevant Client” who has placed or proposes to place (i) an on-exchange order or (ii) an off-exchange
trade reportable to the Stock Exchange of Hong Kong (“SEHK”) per its rules, in securities listed or traded on
the trading system of SEHK

- Up-to-date client identification data (“CID”) from Relevant Clients is submitted with their BCANs by way of a
“BCAN-CID Mapping File” to a data repository to be maintained by SEHK by a prescribed time

- ABCAN is included in the order information for each on-exchange/ off-exchange order and reporting of off-
exchange trades to SEHK

- Relevant data privacy and security measures are adopted to safeguard the data collected, transmitted and
stored

- Express consent is obtained from individual Relevant Clients for the collection and handling of their personal
data in compliance with data privacy law
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Scope of securities W src
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Applies at trading (not holdings) level to securities listed or traded on SEHK

» General principle: will apply to securities (including derivatives) listed or traded on the trading
system of SEHK

» Elaboration:
» Wil not apply to:
= derivatives traded on the trading system of the Hong Kong Futures Exchange

= unlisted structured products (e.g. equity-linked instruments, equity-linked notes) and
delivery of SEHK-listed securities pursuant to these products



Intermediaries subject to the regime N src
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A RRI (i.e. a “relevant licensed or registered person” in the SFC Code of Conduct*
new code provisions on HKIDR) is:

« Alicensed corporation or registered institution which:

» submits (or arranges to submit) for execution an on-exchange order/ carries out an off-
exchange order/ conducts off-exchange trade reporting in connection with its carrying out of
any of the following activities:

= proprietary trading; and
= provision of securities brokerage services for a person in respect of orders placed
through an account opened and maintained for that person

What if a RRI is also a fund manager/ custodian:

« Whether it is subject to the obligations under the HKIDR depends on whether it is acting in the
capacity of a RRI (see above) when it handles a securities order

(*Note: Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission)



Who is a “Relevant Client” S/
SF

“Relevant Client” —

« Generally refers to the most immediate client of a RRI which has placed or proposes to place an order
through a securities trading account with that RRI

« Where the order is a proprietary trade, it refers to a RRI placing the order for itself

« Where an order is carried out through an intermediating chain of brokers, a “Relevant Client” would be the
direct client of the last RRI in the chain (starting with the exchange participant executing the order and
working backwards) which is not a RRI

» For ajoint securities account, it refers to each holder of the account

In the case of discretionary accounts and investment funds (collective investment schemes)
managed by the account manager/ fund manager:

 The BCAN tagged to an order should be that of the person through whose securities trading account is an
order placed or proposed to be placed

« Where a securities order placed by a fund manager is tagged with the fund manager’s BCAN, it is not
required to report the BCANSs of the investment funds to which the securities are subsequently allocated by
the fund manager



BCAN assighment and tagging S/SFC

BCAN assignment

« Format of BCAN to follow that set out in HKEX Information Paper

« Each securities trading account can only have one BCAN

« Reuse of BCAN is not allowed except for the same client which has closed and re-opened
an account

BCAN tagging

« Both the sell side and buy side have to tag the BCAN

« Manual trade reporting: dual side reporting will have to be made

« An order of odd lots may be tagged with a BCAN voluntarily

 When an order comprises a board lot and odd lot, a BCAN must be tagged to the whole
order



lllustration of BCAN-tagging and CID submission

 lllustration of the following scenarios:
» adirect client of a RRI who places an order with that RRI;
» a client’s order which is routed through multiple RRIs; and
» a client’s order which is from an overseas broker

Client B

=

Client of EP/Relevant Regulated Intermediary/overseas broker

Overseas broker
(non-Relevant
Regulated
Intermediary)
BCAN

(*Client E may have the same BCAN or
i different BCANS for different accounts)

Client A :.'5
BCAN cID Order tagged
- _--_-_____--- < I — <
> with BCAN
> »| EP
ciD TR L
_______________________ ; Designated
Client C ~- Portal
BCAN
CD| | e
] Relevant i
ClientsCandD [——
jointaccount  |[———>|  Regulated Designated
BCAN - Intermediary Portal
ClentEs |
account A*
BCAN
Client E's
account B* | [CID
BCAN [——»

“| SEHK
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Flow of CID to the data
repository maintained by
SEHK

Flow of CID file submission
, to SEHK either through a
™ designated exchange
¢ participant (‘EP”) or the
Designated Portal directly
at the discretion of RRI

— Flow of an order
instruction

Flow of an order instruction

- -» received by RRI from Client
C and then routed to an
overseas broker for EP’s
execution
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lllustration of BCAN-tagging and CID submission

« lllustration of the following scenario: orders are placed by clients of a RRI which are funds
or fund managers or which securities accounts are managed by a discretionary account

manager

Investment fund/fund manager/discretionary account

Beneficial |_|

OWners

Fund

Beneficial |_|

owners

Full discretionary

Beneficial
owners

Beneficial

owners

Fund Fund
Y manager* >
BCAN |::>
— CID
Fund z*
BCAN

Client F

Discretionary Account
Manager (with full
discretion to manage
the client account)*

D

BCAN

\ 4 \4

ID

(*The party to whom the BCAN should be
attached depends on the account from
which the order is placed)

0 ONg
Order tagged
with BCAN
EP
Relevant F—
Regulated Designated
. esignate
Intermediary Portal
Designated
Portal

SEHK
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lllustration of BCAN-tagging and CID submission

lllustration of the following scenario: proprietary orders placed by an overseas broker or an RRI

Proprietary trades by EP/Relevant
Regulated Intermediary/overseas

broker

Overseas broker
(non-Relevant
Regulated
Intermediary)

BCAN

[

»

>

Relevant Regulated
Intermediary
BCAN

CID

CID

>

EP

Order tagged _
with BCAN N
Designated g

Portal
Order tagged
EP | withBCAN
BCAN fer
Designated i

Portal

Overseas Hong Kong

SEHK
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lllustration of the following scenario: aggregated orders

lllustration of BCAN-tagging and CID submission

Overseas Hong Kong
—— . Aggregated Aggregated order tagged With‘
len » » e -
BCAN |::> order SEHK'’s specific code
% BCANs N BCANSs of G,H,|
° of G,H.I Ep in reporting of underlying
5 .
2 Client H »|  Relevant trade allocation
Q BCAN |:> Regulated  [..eeieeennnd . prorressse e, | GEHK
g |ntermed|ary """""""""" R T —————— *
5} Designated
5 Portal
2’ Client | >
BCAN | D ey
CID Designated
Portal
Legend

Submission of the BCANSs for the allocations of underlying executed
portions of an executed aggregated order to SEHK by T+3

N/
SFC

3% BE
EEE

13



BCAN-tagging/ reporting for aggregated orders S/SFC

Aggregated order: refers to an order comprising two or more orders of the same listed security
placed by different clients of an RRI

« Special number in accordance with HKEX Information Paper to be tagged to an aggregated order

» Reporting of underlying orders’ BCANs must be made by third day after the trade date (T+3) for
executed portions of an aggregated order

14



Updates to BCAN y
SF

* No prior approval will be required for BCAN amendment
 Executed orders will not be cancelled or become invalid due to an amendment of the BCAN

 SFC and SEHK will review the filings of the BCAN and BCAN-CID Mapping Files submitted by
RRIs to consider if they may indicate any internal control issues

« Refer to HKEX Information Paper for logistics for updating BCAN (i) pre and post-execution of
orders and (ii) for manual trades

 Where a RRI ceases business, it would have to submit a blank BCAN-CID Mapping File to
SEHK’s data repository

15



What constitutes “CID” W src
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Client Identification Data (“CID”):
« Client’s full name on identity document (“ID”), ID’s issuing jurisdiction, ID type and ID number

« Waterfall for acceptability of identity document for the CID
() an individual: HKID card — national ID — passport

(i) a corporate: LEI document — certificate of incorporation — business registration certificate — other
equivalent documents

(i) a trust: CID of the party that has opened a trading account with the RRI. Waterfall of the CID of to
follow (i) or (ii) depending on the account holder’s nature

16



CID reporting time and reporting channel S(/sp

Submission time of CID:

(i) Before regime’s launch - when data repository testing and set up is completed. Further notice will
be given to the industry.

(i) After regime’s launch, latest:

(a) For existing clients: by the day before client trades (T-1)

(b) For new clients: on the same day the client opens the account and places an order (T)

(c) For dormant accounts*: on the same day the client re-activates account by placing an order (T)

(Note: *Dormant accounts refer to those which have been inactive for 24 months since last trade
(irrespective of account balance or movement))

17



Updates to CID y
SF

* RRIs should:

> take all reasonable steps to ensure that the client information (including the data constituting the
CID) they collect and submit to SEHK’s data repository is accurate and kept up-to-date

» put in place measures to require their clients to notify them of any updates to the CID

 When a RRI has actual notice of a change in a client’s CID, it should submit the updated BCAN-CID
Mapping File to SEHK’s data repository as soon as practicable

18
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Systems
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Overview of Information Flow to SEHK’s Data Repository and
Trading Systems

* The left side of the below diagram shows the submission * The right side of the below diagram shows the
flow of BCAN-CID Mapping Files by RRIs to SEHK’s data BCAN-tagging of orders / off-exchange trades
repository submitted to SEHK’s trading systems

G Submission of BCAN-CID Mapping File to a Storage in SEHK’s a Passage to surveillance Realgrrgzrtsag%ldngf?zifﬁggggqgagg S%ﬁ':&?vzﬂlzﬁzzange

SEHK'’s data repository via ECP before trading data repository for systems for monitoring
further processing

By T-1 except new/ dormant accounts

ysn:

Relevant HKEX’s m ‘ﬁ,‘.*ﬁ ’ Relevant
Regulated ECP2.0 Repository SFC’s Tradil-rlmlgEs);sstems Regulated
Intermediaries Su;veltllance Intermediaries

- . ystem ™

L Submission of A o BCAN-CID “ T{}' 4 -

X BCAN-CID Mapping Files Mapping Files HKE X [L 3 Orders (including off- °
i Y i Mapping Files P ELL 0CG-C exchange trades) o b ¢ o

4 \/ HKEX’s OTP-C tagged with Y 2 Y

Surveillance CE no. + BCAN
System
Investor Information Trading

x 22






Submission of BCAN-CID Mapping File to SEHK’s Data Repository
via ECP before trading?

For EPs: For Non — EPs: On-Behalf-Of submission:
via ECP (SFTP?) or via ECP (SFTP?) or via ECP Web Interface (use SFC /\
ECP Web Interface (use HKEX ECP Web Interface (use SFC assigned ID and password for \/
RRIs assigned ID and password or SFC assigned ID and password WINGS)
assigned ID and password for WINGS) for WINGS) SEHK Data
. ‘ > Processor and
Data

" N

Submit BCAN-CID Mapping File Validation check on formatting
of file content

(from 7:00am to 4:30pm) _
no later than T-1 day? Send back:
1. BCAN-CID Response file (within 10 min)
2. BCAN-CID Process Result file (6pm)
3. BCAN-CID Full image file (6pm)

RRI is required to submit the mapping file whenever there are any updates. If a RRI submitted more than 1 BCAN-CID Mapping File, the last file
received by SEHK will prevail

1. Please refer to the File Interface Specification for further details.

2. SFTP: secure file transfer protocol.
The BCAN-CID Mapping File does not have to be submitted by RRI on T-1 day for 1) new Relevant Clients who wish to trade on the day of account opening and 2) Relevant Clients 24

whose accounts have remained dormant.



Files returned after Submission of BCAN-CID Mapping File to
SEHK via ECP

BCAN-CID Response File BCAN-CID Process Result File

»Contains failed validation records *Provides the final processing status of the *Contains the final list of BCANs of each EP and
mappings for that day non-EP RRI accepted by SEHK
«Distribute within 10 mins after submitting the
mapping file +Contains only list of BCAN records that have +Distribute after 6pm regardless of the
been successfully added, deleted or submission of mapping file
+Not given when the whole mapping file is modified
rejected *Check the BCAN records to ensure the
*Distribute after 6pm accuracy

X 2



BCAN Input Format and Validation in Trading Systems

Input Format
(when tagged to an order / CE number?! + “.” + BCAN (which consists of up to 10 digits)
off-exchange trade)

» SEHK will conduct real-time validation checks of (1) whether a BCAN has been inputted with an order and

vValidation Check (2) whether the BCAN is inserted in the correct format

OEE-C & QEe) » Order or off-exchange trade tagged with non-recorded BCAN will not be rejected by trading system, only

those with missing or improperly formatted BCAN will be rejected

* RRI may assign one BCAN to a Relevant Client with multiple accounts

» Or assign multiple BCANSs to that Relevant Client’s accounts, and all these different BCANs shall be

Relevant Client with mapped to the same CID

Multiple Accounts

* Please note that a Relevant Client with a single securities trading account should not be assigned with two
BCANSs at the same time

I 1. CE number: Central Entity number assigned by the SFC to an intermediary. Refers to the CE number of the RRI who assigns the BCAN. 26



BCAN tagging examples for on-exchange orders

(i) Relevant Client’s orders of an EP - Should include the corresponding BCAN of such Relevant Client in its orders

Relevant Client
BCAN = 1234567890

BN EP

Order tagged with
CE no. and BCAN
ABC123.1234567890

(CE no. ABC123)

N

SEHK

(it) First Relevant Client which is a non-RRI should be assigned a BCAN - Each RRI along an intermediating chain should pass

on the CE no. and the BCAN assigned to the Relevant Client

Relevant Client
BCAN = 9876501234

Non-EP RRI

(CE no. AAA246)

Order tagged with
CE no. and BCAN
AAA246.9876501234

\ 4

EP

Order tagged with
CE no. and BCAN
AAA246.9876501234

SEHK

27



BCAN tagging examples for on-exchange orders

(iii) For orders from a fund manager managing multiple funds/ discretionary accounts

(a) BCAN tagged to fund manager account - EP should tag its CE no. and BCAN in each order of the fund manager when
submitting the order to SEHK

Order tagged with
Fund X CE no. and BCAN
Fund Manager Ep ABC123.4567890123
(Non-RRI) >
BCAN =4567890123

> SEHK
(CE no.ABC123)

Fund Y

(b) BCAN tagged to the individual fund/ discretionary account - The EP should tag its CE no. and BCAN to each order from
Fund Z when submitting the order to SEHK

Order tagged with
CE no. and BCAN
Fund Z ABC123.5678901234
BCAN = 5678901234 —mm> EP > SEHK
(Assigned by EP) (CE no. ABC123)




BCAN tagging examples for on-exchange orders

(iv) Overseas client of an overseas broker which is a non-RRI - BCAN should be assigned by the EP to the non-RRI

brok Order tagged with CE no. and BCAN
Overseas broker ABC123.9876501234

Overseas -
! 5 (Non-RRI) _ > EP s| SEHK
Client BCAN = 9876501234 (CE no. ABC123)

(v) RRI conducts proprietary trading - Should assign a BCAN to itself

Order tagged with CE no. and BCAN
EP ABC123.4321567811 for EP prop trade

(CE no. ABC123) > SEHK
EP’s BCAN=4321567811
Order tagged with Order tagged with
CE no. and BCAN CE no. and BCAN
RRI AAA246.5678901152 AAA246.5678901152
(CE no. AAA246) > EP > SEHK

Own BCAN = 5678901152




BCAN tagging for off-exchange trades?! (i.e. manual trades) by
EPs

Selling EPs OCG-C & OTP-C Buying EPs

,’/\\
Input off-exchange trades within 15 [E: _ dBa . ‘
‘ mins after transaction conclusion [ ) Alert buying EP via system message .
5> - RS - dB2EA
. v With sell-side (S -

BCAN tagged Conduct real-time Tag the BCAN for the buy side of
format checks the trade within 30 mins after
transaction conclusion

™,

o

If buying EP fails to insert BCAN before day-end market close

— The relevant buying EP is required to submit an Off-exchange Trade BCAN (Buy-side) Report to SEHK via ECP to report back the
buy-side BCAN

v List out all off-exchange trades without buy-side BCANs tagged

v Provide relevant BCANSs for each of the off-exchange trades

I 1. Refers to an off-exchange trades reportable to SEHK according to its rules for securities listed or traded on SEHK. 30



BCAN tagging for off-exchange trades (i.e. manual trades) by

EPsS

Direct Business

EP should input the off-exchange trade into OTP-C with both the buyer and seller BCANs entered in
one go

For non ATS: Trade reporting should be completed within 15 minutes after the conclusion of the
transactions

For ATS: Trade reporting should be completed within 1 minute after the conclusion of the
transactions

31



Aggregated orders and aggregated off-exchange trades

RRI shall tag a specific BCAN value — “2” to the aggregated order or aggregated off-exchange trade to be submitted to SEHK

Example:
Relevant Client A Order tagged with Order tagged with
: RRI ABC123.2 R ABC123.2 R
Relevant ClientB —> > EP >| SEHK
(CE no. ABC123)
Relevant Client C —>
RRI who aggregate . .
the orders / off- - L
via ECP ..
exchange trades > Submit Aggregated Transaction Report > : : l\
. ‘ . (for matched orders and off-exchange
. . trades) On or before market
- Contain underlying orders info: close on T+3 day

v BCANSs of the Relevant Clients
v/ Quantity and execution price of the securities

No further reporting is required for aggregated order that hasn’t been executed. Reporting is required only for the executed portion of an aggregated order.

x 32



Amendment of BCANs tagged to an order

1. When a RRI is aware of an incorrect BCAN being tagged to an order and such order has not been fully executed,

= 1

RRI should:

| S—
Cancel order Re-input order with Order’s original priority
correct BCAN will be lost and need to
re-queue

2. If such order has already been executed (fully or partially),

EP should report to SEHK the correct information (for itself or for its RRI) via the submission of a == | via ECP by 6pm on a trading day

BCAN Error Report

3. For Structured Products Liquidity Provider

= The “update quote” function can be used if the BCAN needs to be updated

After the update of BCAN for quote, the LP should report to SEHK the reason for the BCAN change via the submission of a — | via ECP

by 6pm on a trading day BCAN Ch f
ange for

x LP Quote Report 33



Amendment of BCANs submitted

1. If a BCAN that is assigned to a Relevant Client needs to be amended to another unassigned BCAN in exceptional cases
(e.g. a Relevant Client needs to be re-assigned with a new BCAN due to system upgrade)

After the re-assignment (and no pre-approval is required), RRI should notify SEHK with reasons of BCAN re-assignment by submitting
via ECP

BCAN Change Report

2. If a Relevant Client closes the account with a RRI

— Submit a BCAN-CID Mapping File with the Relevant Client’s relevant BCAN removed, SEHK will then mark the relevant BCAN as
inactive

If a RRI ceases its business

— Submit a blank BCAN-CID Mapping File and all the BCANs previously submitted will be marked as inactive

X ’



Submission of various reporting forms to HKEX via ECP*

+ Templates of the reporting forms in excel format will be provided on HKEX website in due course

» All reporting forms submitted to HKEX should be in comma-separated values (csv) format
- Please be reminded to convert the forms into csv format before submission via ECP

+ If the same type of reporting forms are submitted multiple times within a day, the last one processed by HKEX before
the cut-off time will overwrite the preceding ones

Reporting Forms Validation by HKEX

Aggregated Transaction Report RRIs (EPs or non-EPs) who
aggregate the order

BCAN Change Report RRIs who submit the BCAN-CID
mapping file
BCAN Error Report EPs who input the relevant order / Re_spo_nse F”e 197 YOI s ReSUIt_F"e ez
. validation will be returned returned by 8:00 am on
off-exchange trade in OTP-C -
shortly after submission next calendar day
Off-exchange Trade BCAN Buying EPs of the off-exchange
(Buy-side) Report trade (i.e. manual trade)

BCAN Change for LP Quote Report EP (who is a LP) who changes the
BCAN of LP quote

x 1.  Please refer to the File Interface Specification for further details.






Encryption of BCAN-CID Mapping File

Unencrypted

/\ / Submission successfully received

BCAN-CID Mapping File ECP Web Interface

and SFTP \
\ / Submission rejected: rejection code

and reason will be provided?

[CL)] Encrypted v Winzip
Encryptea v/ 7-Zip
Optional

All BCAN-CID Mapping Files will be transmitted via a secured protocol. Additionally, EPs or non-EP RRIs may submit the BCAN-CID
Mapping File in AES 256-bit encrypted zip format or in an unencrypted format to ECP

x 1. Please refer to the Appendix A.3 of the File Interface Specification on rejection code used when the submitted file is rejected.

37



Client Consent

Collection

Client Consent
(express consent for the transfer of
Client personal data)

Relevant
Clients

v

RRIs

If no relevant consent is
obtained, RRIs shall place sell
orders only (using the specific

sell only BCAN “17) for the
Relevant Client

Declaration

EPs and non-EP RRIs need to make a one-off
representation on ECP to confirm that client consents
have been collected prior to the first time submission

of the BCAN-CID Mapping File

If declaration is not made, submission of the file will be
rejected by ECP

v

ECP

38
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SFC & HKEX web corners

For more information, please visit:
SFC - https://www.sfc.hk/en/Rules-and-standards/Investor-ldentification-and-OTC-securities-reporting
HKEX: https://www.hkex.com.hk/Services/Trading/Securities/Overview/Trading-Mechanism/HKIDR

SFC

A A<+A | Eng ® B | Sitemep | Contactus FAQs % Forms Tl Lodgeasomplaint [ Meciacorner ) [}

Latest Market Data »  CSI 300 Index 4,874.10 CES China120 Index 7,032.40 USD/CNH Spot 6.4623

SECURITIES AND

FUTURES. COMMISSION

EERMANAEEEAR Aboutthe SFC  Resulatory functions Rulesand standards ~ Published resources  News and announcements ~ Career K E :c AboutHKEX~  RelatedSitesIME~ % | & QO Q
H | Global Markets

| Asian Timezone
EEXBH Our Our Joi Listing News  Connect  Market
Products  Services  OurMarkets  Regulations  Centre  Scheme  Data

Laws Home > Rules and stendards > Inves ication and OTC securities reporting

Codes and guidelines
Circulars Investor identification and OTC securities reporting

OTC derivatives regulatory regime HKEX-Our Services / Trading / Securities / Overview / TradingMechanism / HKIDR
In August 2021, the SFC issued consultation conclusions on proposals to intreduce an investor identification regime (HKIDR) at trading level for
the securities market in Hong Kong and an over-the-counter securities transaction reporting regime (OTCR) for shares listed on the Stock H K | D R

Exchange of Hong Kong (SEHK).

Short position reporting rules

Securities and Futures Ordinance
Part XV - Disclosure of Interests

Account opening Under the HKIDR. relevant licensed corporations and registered institutions® will have to assisn a Broker-Client Assisned Number (BCAN) to each

Anti-money laundering and of their clients and tag the BCAN to their clients’ securities orders. They will also have to submit to SEHK's data repositery the identification data HKIDR

counter-financing of terrorism (ie, names and identity document information) of clients placing securities orders on SEHK or who conduct off-exchange trades reportable to On 10 August 2021, the Securities and Futures Commission (SFC) published its consultation conclusions to proceed with the implementation of an
Investor identification and OTC SEHK. Trading Mechanism - investor identification regime at trading level for the securities market in Hong Kong (HKIDR).

securities reporting
Under the HKIDR, when an order is submitted or arranged to be submitted to the trading system of The Stock Exchange of Hong Kong Limited (SEHK)

for execution or where an off-exchange trade is reported to SEHK (O Trade Reporting) by an Exchange Participant according to SEHK’s Rules of the
Exchange, the order or OE Trade Reporting would be required to include an identification code assigned to the relevant client. This would enhance
POS Enhancements Initiative market surveillance by identifying the originators of the orders and trades.

Gazette notices Separately, information about OTC securities transactions in ordinary shares and real estate investment trusts listed on SEHK as well as deposits
and withdrawals of physical share certificates will be reported to the SFC under the OTCR.
Principles of responsible ownership

The HKIDR is expected to be launched in the second half of 2022 and the OTCR in the first half of 2023, subject to the market’s completion of
system testing and rehearsals VM Enhancements Initiative

Suitability requirement

Search regulations by topic
. v top Reference Materials

This pase provides information to help the industry prepare for the implementation of the two regimes.
page pi P Y prep: P = Regulated Short Selling « SFC's Consultation Paper and Consultation Conclusions

Consultation paper. « Information Paper

Exchange Rates for RMB Equity

Consultation conclusions paper, including revisions to the Code of Conduct for Persons Licensed by or Registered with the Securities and
Trading Support Facility (TSF)

Futures Commission Circulars
Information paper, technical suidance and related materials for submitting information to SEHK under the HKIDR (issued by Hong Kong « Hong Kong Investor Identification Regime (HKIDR) and Over-The-Counter Securities Regime (OTCR) -Webinar and Publication of Updated Technical
Exchanges and Clearing Limited) Specification for HKIDR

B « HKIDR- Publication of Information Paper, Technical Specifications and Launch of Web Comer
i

ntroduction to the HKIDR for investors (leaflet)

Circular to intermediaries - roadmap for implementing the HKIDR and the OTCR

Technical Specifications
Circular to intermediaries on obtaining client consent under the HKIDR and the OTCR

« File Interface Specification (for BCAN-CID Mapping File and Reporting Forms) (version 2.0) (Marked-up Version) [NEW]

« Interface Specifications HKEX Cash Market Gateway Platform Binary Trading Protocol (version 3.1) (Marked-up Version)
Questions « Interface Specifications HKEX Cash Market Gateway Platform Binary Drop Copy Protocol (version 3.1) (Marked-up Version)
« Interface Specifications HKEX Cash Market Gateway Platform FIX Trading Protocol (version 3.1) (Marked-up Version)

+ Interface Specifications HKEX Cash Market Gateway Platform FIX Drop Copy Protocol (version 3.1) (Marked-up Version)

The SFC will publish frequently asked questions about the HKIDR and OTCR. Please address questions about the HKIDR to HKIDR faqg
and questions about the OTCR to OTCR fo.hk.

For questions about the technical guidance for systems and related materials for submitting information to SEHK under the HKIDR, please

write to HKIDR@hkex.com.hk. Questions
« Please address questions about the HKIDR to HKIDR_faq@sfc.hk.
“Please refer to the consultation conclusions paper for an explanation of what constitutes “relevant licensed corporations and registered » For questions about the technical guidance for systems and related materials for submitting information to SEHK under the HKIDR, please address

institutions” under the HKIDR and OTCR. o HKIDR@hkex.com.hk.


https://www.sfc.hk/en/Rules-and-standards/Investor-Identification-and-OTC-securities-reporting
https://www.hkex.com.hk/Services/Trading/Securities/Overview/Trading-Mechanism/HKIDR?sc_lang=en

web corner

yszcu RITIES AND
FUTURES COMMISSION

BERMABHERZAR

Consultation on proposals to (1) implement an investor
identification regime at trading level for the securities
market in Hong Kong and (2) introduce an
over-the-counter securities transactions reporting
regime for shares listed on the Stock Exchange of
Hong Kong

4 December 2020

Consultation Paper

https://apps.sfc.hk/edistributionWeb/api/consultati

on/openFile?lang=EN&refNo=20CP7
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Circular to Intermediaries
Roadmap for Implementing the Hong Kong Investor Identification Regime and the
Over-the-counter Securities Transactions Reporting Regime

135w

1 The Securities and Futures Commission (SFC) issued the Consultation Conclusic (Concluslons) on proposals to (1) implement an
investor identification regime at trading level for the securities market in Hong Kong (HKIDR) and {2) introduce an over-the-counter securities
transactions reporting regime for shares listed on the Stock Exchange of Hong Kong (OTCR) on 10 August 2021. Pursuant to the Conclusions,
relevant licensed corporations (LCs) and registered institutions (RIs) will be subject to the HKIDR and/or the OTCR upon implementation of the

regimes.

2. This Circular aims to provide guidance to LCs and Rls subject to the HKIDR and OTCR (being “Relevant Regulated Intermediarles” as referred
to in the Conclusions) on their main obligations under the HKIDR and the OTCR, and a roadmap and timeline for the implementation of the HKIDR
and the OTCR

J
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Consultation conclusions on proposals to (1) implement
an investor identification regime at trading level for the
securities market in Hong Kong and (2) introduce an
over-the-counter securities transactions reporting regime
for shares listed on the Stock Exchange of Hong Kong

August 2021

Co

nsultation Conclusions Paper

https

:/lapps.sfc.hk/edistributionWeb/api/consultatio

n/conclusion?lang=EN&refNo=20CP7
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Circular to intermediaries on obtaining client consent under the Hong Kong
Investor Identification Regime (HKIDR) and Over-the-counter Securities
Transactions Reporting Regime (OTCR)

This circular sets out the tobe ab: obtaining

clients ired under paragraphs 5.6(p)
and Futures Commission (Co

of Conduct) for the
transfer of their personal data® to the Stock Exchange of Hong Kong (SEHK] and/or the Securities and Futures Commis: [SFC) under the HKIDR
and OTCR. Such consent may be obtained by written and signed acknowledgement on paper. or by electronic means (which may include, for
example, by Instant messaging application) or by phone. The HKIDR and OTCR will be implemented tentatively In the second half of 2022 and the

and 5.7(h)* of the Code of Conduct for Persons Licensed by or Registered with the Secu

first half of 2023 respectively.

This circular should not be regarded as legal advice on the Personal Data (Privacy) Ordinance or any other applicable data

priva Relevant licensed or registered persons subject to the HKIDR and OTCR should seek professional advice where necessary on the
appropriate measures to be taken to ensure compliance with all appiicable data privacy laws.

Implementation Circular

https://apps.sfc.hk/edistributionWeb/gateway/EN/

circular/doc?refNo=21EC37

Consent Circular

https://apps.sfc.hk/edistributionWeb/gateway/EN/circul

ar/doc?refNo=21EC35
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https://apps.sfc.hk/edistributionWeb/gateway/EN/circular/doc?refNo=21EC37
https://apps.sfc.hk/edistributionWeb/gateway/EN/circular/doc?refNo=21EC35
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Information Paper

Investor Identification Regime at Trading Level
for the Securities Market in Hong Kong (HKIDR)

Information Paper

https://apps.sfc.hk/edistributionWeb/api/consultati
on/openFile?lang=EN&refNo=20CP7

Investor Identification Regime at
Trading Level for the Securities
Market (HKIDR)

File Interface Specification

version: 20

Prepared by: HIKEX

Date: 21 Sep 2021

File Interface Specification

https://www.hkex.com.hk/-/media/HKEX-
Market/Services/Trading/Securities/Overview/Trading-
Mechanism/HKIDR/HKEX-HKIDR-File-Interface-Specification-

v2,-d-,0.pdf?la=en
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Disclaimer

The information contained in this presentation is for general informational purposes only and does not constitute an offer, solicitation, invitation or recommendation to
subscribe for or purchase any securities or other products or to provide any investment advice of any kind. This presentation is not directed at, and is not intended for
distribution to or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject
Hong Kong Exchanges and Clearing Limited (“HKEX”) to any registration requirement within such jurisdicton or country.

This presentation contains forward looking statements which are based on the current expectations, estimates, projections, beliefs and assumptions of HKEX about the
businesses and the markets in which it and its subsidiaries operate or aspires to operate in These forward looking statements are not guarantees of future performance
and are subject to market risk, uncertainties and factors beyond the control of HKEX Therefore, actual outcomes and returns may differ materially from the assumptions
made and the statements contained in this presentation The implementation of these initiatives is subject to a number of external factors, including government policy,
regulatory approval, the behaviour of market participants, competitive developments and, where relevant, the identification of and successful entry into agreements with
potential business partners As such, there is no guarantee that the initiatives described herein will be implemented, or that they will be implemented in the form and
timeframe described herein.

Although the information contained in this presentation is obtained or compiled from sources believed to be reliable, HKEX does not guarantee the accuracy, validity,
timeliness or completeness of the information or data for any particular purpose, and shall not accept any responsibility for, or be liable for, errors, omissions or other
inaccuracies in the information or for the consequences thereof The information set out in this presentation is provided on an “as is” and “as available” basis and may be
amended or changed It is not a substitute for professional advice which takes account of your specific circumstances and nothing in this document constitutes legal
advice HKEX shall not be responsible or liable for any loss or damage, directly or indirectly, arising from the use of or reliance upon any information provided in this
presentation
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OTCR = summary S/spc

 Report by RRIs of the following shares activities

» Transfer of shares made in connection with an OTC Securities Transaction (i.e. a transaction not
recorded by SEHK) in respect of which stamp duty is chargeable in Hong Kong, except where

X the transaction is granted stamp duty relief (whether in full or in part) from the Inland Revenue
Department, or

x the transfer of shares is made in accordance with the terms of a structured product or a derivative, or
for the conversion of a depository receipt into shares or vice versa

» Deposit / withdrawal of physical certificates
« Transfer/deposit/withdrawal day (in HK time) + 3 HK trading day
 Reporting via a designhated SFC portal
« Consent from individual clients not provided — no shares transfer in / physical certificate deposit

* Ordinary shares and REITs only
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Data fields to be reported S(;Fc

« Transfer of shares
» Stock code
» Transaction price / quantity / date
» Transfer quantity / date
» CID of the transferee / transferor (where the transferee / transferor is a client of the RRI
» CE number of counterparty corporation (if it is a LC/RI) to the RRI

« Deposit / withdrawal of physical certificates
» Stock code
» Quantity / date
» CID of the client of the RRI
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Client consent S(SFC
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* RRIs will need to obtain express consent from their individual Relevant Clients for the use of personal
data (including the CID) under the HKIDR, to be compliant with the Personal Data (Privacy)
Ordinance

« If client consent cannot be obtained, the RRI should not submit any BCAN* or CID of that client to
SEHK and should only effect sell orders or trades in respect of existing holdings of a listed security
(but not buy orders or trades) for that client

« SFC’s Consent Circular* issued on 13 September 2021 sets out the requirements in respect of client
consents (e.g. purposes of use to be covered, client identity authentication and record-keeping
obligations)

« Client consent can be obtained by electronic means (e.g. email or instant messaging applications), in
addition to consent in writing or by phone, provided that the measures set out in the Consent Circular
are observed

Notes:
* Where client consent cannot be obtained, the client’s sell orders should be tagged with a specific code representing the BCAN in accordance with the HKEX Information Paper
**Circular to intermediaries on obtaining client consent under the Hong Kong Investor Identification Regime (HKIDR) and Over-the-counter Securities Transactions Reporting Regime (OTCR)
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Overview of project timeline — HKIDR and OTCR ysm

« Consultation conclusions paper on the HKIDR and OTCR was released in August 2021

* New paragraphs 5.6 and 5.7 of the SFC Code of Conduct in Appendix C to the consultation
conclusions paper set out the obligations of “relevant licensed or registered persons” under the HKIDR
and OTCR. Gazettal of the new paragraphs 5.6 and 5.7 will come into effect on a future date to be
determined by the SFC in line with the implementation timeline

 HKIDR is expected to be launched in second half of 2022

« OTCR is expected to be launched in first half of 2023
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Overview of project timeline — HKIDR

Please refer to SFC’s Implementation Circular® issued on 13 September 2021 for details

Tasks to be completed

Timeline

Seeking appropriate client consent

Q3 2021 - Q2 2022

Updating individual and corporate clients’ CID

Q3 2021 — Q2 2022

« Enhancing the order management system in tandem | Q3 2021 —
with phase 2 of SEHK’s Orion Central Gateway — Q1 2022
Securities Market (“OCG-C”) (previously known as
the Cash Market Gateway CMG) upgrade

« Assigning BCANs to Relevant Clients Ql - Q2 2022

* Preparation of BCAN-CID Mapping Files Q1 - Q2 2022

Participating in end-to-end test and market
rehearsals of Electronic Communication Platform
(“ECP”) 2.0 and OCG-C phase 2

ECP: Q2 — Q3 2022
OCG-C: Q2 - Q3
2022

« Submission of BCAN-CID Mapping Files to SEHK’'s | Q3 — Q4 2022
data repository
« Launch of the HKIDR Q3 —-0Q4 2022

Note: *Circular to Intermediaries - Roadmap for Implementing the Hong Kong Investor Identification Regime and the Over-the-counter Securities Transactions Reporting Regime.

N/
SFC
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Overview of project timeline — OTCR

Please refer to SFC’s Implementation Circular issued on 13 September 2021 for details

Tasks to be completed

Timeline

« Seeking appropriate client consent

Q3 2021 - Q2 2022

« Updating individual and corporate clients’ CID

Q3 2021 — Q2 2022

« Enhancing internal system for OTCR

Q4 2021 — Q3 2022

« Participating in system test in connection with the
OTCR

Q3 2022 — Q1 2023

« Launch of the OTCR

Q1 - Q2 2023
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Q&A

The SFC will publish frequently asked questions about the HKIDR and OTCR. Please
address questions about the HKIDR and OTCR to
HKIDR_fag@sfc.hk and OTCR_fag@sfc.hk respectively.

For the following questions under the HKIDR, please contact HKEX by email
to HKIDR@hkex.com.hk.
» system login, file submissions, technical support, usage and operation of ECP;
» usage and submission of BCAN-CID Mapping Files and other reporting templates;
and

> testing arrangement and market rehearsals arrangement.

Requirements of the regimes set out in this presentation are not meant to be exhaustive.
RRIs are advised to refer to the relevant regulatory requirements/documents published by
the SFC and HKEX for the HKIDR and the OTCR at the SEC webpage and HKEX HKIDR
Web Corner.

52


mailto:HKIDR_faq@sfc.hk
mailto:OTCR_faq@sfc.hk
mailto:HKIDR@hkex.com.hk
https://www.sfc.hk/en/Rules-and-standards/Investor-Identification-and-OTC-securities-reporting
https://www.hkex.com.hk/Services/Trading/Securities/Overview/Trading-Mechanism/HKIDR?sc_lang=en

