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BRI S A A
Dear Sir/Madam,

RTIERE EFRBEESTE WS EEIMNE) ERELH)
RE: CSRC Administrative Measures on Securities Investment Funds Custody
Businesses (Consultation Draft)
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On behalf of its members, the Asia Securities Industry & Financial Markets Association ("ASIFMA")?
would like to thank the China Securities Regulatory Commission ("CSRC") for the opportunity to
submit the comments of its members on the Administrative Measures on Securities Investment Funds
Custody Businesses (“Consultation Draft”)( {ilF37 1% % 3 & 408 b 558 #L M (ER B LAR)) ) and
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WRAMTH R . W AIREMTTHYI2(GFMA), ASIFMA 547 3 1 IE S5k 55 4 R TT 3 1) 2 (SIFMA) DL J& BRI (1) 4 b 17 3 P 23
(AFME)E IR, IR A A IR B AR AT ML S B S brte, A XK SR AR TR -

2 ASIFMA is an independent, regional trade association with over 135 member firms comprising a diverse range of leading financial
institutions from both the buy and sell side, including banks, asset managers, law firms and market infrastructure service providers. Together,
we harness the shared interests of the financial industry to promote the development of liquid, deep and broad capital markets in
Asia. ASIFMA advocates stable, innovative, competitive and efficient Asian capital markets that are necessary to support the region’s
economic growth. We drive consensus, advocate solutions and effect change around key issues through the collective strength and clarity
of one industry voice. Our many initiatives include consultations with regulators and exchanges, development of uniform industry standards,
advocacy for enhanced markets through policy papers, and lowering the cost of doing business in the region. Through the GFMA alliance
with SIFMA in the United States and AFME in Europe, ASIFMA also provides insights on global best practices and standards to benefit the
region.
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the corresponding draft statement (“Draft Statement”) issued by the CSRC on 8 May 2020 to solicit
public comments.

ASIFMA 2% ST BT U0 I B SR M o D9 SCHR AN EHARAT FE 4R 34T (LR RIAR “AhBE504T 7 ) He
THUEFF I BT R SR S TR T E R BI85 77 ASIFMA 2 IR ik &y B 3 CAiEsR = AR
Gi— 1 M ARAT AU AR SR T R SR E S I ER, JE5EE 7 RESIEE SRR E 2K,
ASIFMA members welcome and appreciate the efforts made by the CSRC to facilitate the application
for securities investment funds custody business qualification by local branches of foreign banks
(“foreign banks’ branches”). ASIFMA members are also pleased to see that the Consultation Draft has
unified the requirements for commercial banks and other financial institutions carrying out funds
custody business, thereby improving the regulatory framework.

FATHEGE GERZ AT — B &A, 7T UA BECHRFAN G 70 AT 18 b 5 A T IR 4% B H AT
W55 MG B A B R SE B N L, [FJI, AT DUSE A RV AT LS. AR, FRATE R
ATHA — S8 P R T ) I e AR I M 2 FR) 30— DT o FRATTAR S8 ) R 8 32 B8 S LU 4
We believe that the proposals in the Consultation Draft, once finalised, can effectively support the
branches of foreign banks to carry out securities investment funds custody businesses in China, and
can eventually bring global best practices to China. However, we notice that there are still some
outstanding issues or points, on which we would request further clarification from the CSRC. Our
guestions and comments are organised along the following lines:

1 - 1% P 35K /Requirements on Net Assets

2 — BEAM AT X EE AN 53 AT BB PE S FREML I /Liquidity Support Provided by Overseas Parent
Banks to Local Branches

3 — B 45 E AR /Settlement via Securities Brokers
4 — PEIEHYE ATt /Cross border Data Transfer

5 — L4 55 B4R K % 1 B 2 fi/Provision of Fund Business Related Data and Investor
Information

6 —FMEARATAESE N 2 K o047 [RI I T i £ 2454 Mk 55 /Multiple Local Branches Carrying out Funds
Custody Businesses

7 -WLE SR R4 = 3% /MOU on Regulatory Cooperation

8 — QDI ¥ H45/QDII Custody Businesses
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Requirements on Net Assets

VTRV A [ AR AT 156 N AT £ R 7 Ak 0 I 55 I L 19 7 A AT 4% b AT B

To allow a foreign bank’s branch to refer to the parent bank’s net assets when applying for the

funds custody business gualification

CHER B AR 26 )\ ()3 1 Wi ZE S FE 8 TEA& I R ML ARAT S At 4 Rk LAS 1)
FHEPAMET 200 16TC AR e BB JLRE— B E, HMBEIMT I BE 7 25 W 55 Fa b T 4%
BiAb AT FE PR TH 5L
Article 8, paragraph 1 of the Consultation Draft provides that the net assets of a commercial
bank or other type of financial institution applying for funds custody business qualification shall
not be less than RMB 20 billion. Article 9 further stipulates that foreign bank’s branches may
refer to the parent banks’ financial thresholds, such as net assets, when applying for the funds
custody business qualification.

% L& BIHR 7y Ah EARAT A il N AT B R SRR S R, (HIZSEEL N AT )
R EOR TR AL 200 14s AR T, BATEBUE S (R WA 2B Iuak, PARCVF
T2 25 AT (SRALL T MR AT SCHR I AN HRAT B8 A 7047 T 5 T A2 R 2% A1F) B A0 AR AT B8
TATHE HE R ATE  55 B 50 I 4% B2 7 N 4 B A AT TH B, B B4 AT ) H A
PR S VESCRE . IS B AT 18] LB N AT SRR AN It SR A R T 88 N 747 1) L2 7 62
PEEMASE IR SS, K — 0 SRR A E AR AT 147 78 v [ 58 A T 8 oMb 55 R0 [ T 3 1)
BE— BT

Some foreign banks propose to apply for the funds custody business qualification via their
domestic subsidiaries, but the net assets of such domestic subsidiaries may be less than RMB
20 billion. Thus, we recommend to amend Article 9 to allow foreign banks’ local incorporated
subsidiaries to refer to their parent banks’ net assets as well as the liquidity support provided
by their overseas parent banks when applying for the funds custody business qualification,
under appropriate conditions similar to those imposed on foreign banks’ branches relying on
parent banks’ support. Parent banks’ liquidity support would help the domestic subsidiaries in
providing more robust services to their customers, which may facilitate the business
development of foreign banks in China and the further opening up of China’s financial markets.

NG FE TR Y 55 BRI Y 55 25 5 B M 1 B 7 R

To unify the requirements on net assets for the funds custody business gualification and the

custody business settlement qualification

RAE (P EIESFBL A HAARIEA RS H S 5 NE B TIEE51(2017 FEITHR)), 7
ARAT o HATE B G55 W (& QFIRTRQFN), 1R4E B & FEMEHES 5 20540
DREG ML S5 10, i) o IR 27 B 45 50 PR 5T A 7] (CSDC) s 45 5 2 5 N Bit%, T
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WARAT ABFE B S5 45 BRIV, S R it 3 AR BE AR AR 5T AMIE T AR T
400 1CTCHIE K

Pursuant to the Guidelines on the Management of Settlement Participants in China Securities
Depository and Clearing Corporation Limited (CSDC - 2017 Revision), commercial banks, which
intend to directly participate in the business of multilateral secured net settlement, as per their
actual needs for funds and other products (excluding QFlls and RQFlls) under their custody,
shall apply to the CSDC for settlement participant qualification. Commercial banks applying for
custody business settlement qualification shall meet the requirement that their year-end net
assets, of the past three fiscal years, are not less than RMB 40 billion.

R GREFDH, FemizS 7 BRI R B 2 — 72 CIR1HEE T AL G % 75 22
[ B S5 LS, DA R R B e B S5 B ok BOK . AT TN N3R1G cSDC K45
Z 5 NN ARAT [ HAEE 2 IR 5 B i i ot 45 SRR 55, SR A7 2 4 IR
R BE L e A R RCR AN DR SR 5% S B R I B A B O

As pointed out in the Draft Statement, one of the reasons for raising the threshold for net
assets is that the institutions with custody qualification usually need to obtain a settlement
qualification, required for carrying out the fund custody business. We agree that securing a
settlement participant qualification is a requisite for custodian banks to provide settlement
services for their clients to trade in the exchange market, to better safekeep client assets, to
improve settlement efficiency, and to ensure the integrity of the custody business.

SR E AT (AR B IRED X T FIE L SR E L 55 BEA% 15 51 = 25k 2 AR 2001275, 1
CSDC FUMXS THEAE 5 G 5 Tk 13 B = 2R Oy NG 400 1270, MIBAAEZESR. Al
AU [ IE WS 23 A CSDC 2 R I AN BT P AR e g — A AR 200 1247

However, the current Consultation Draft requires an applicant for fund custody business
qualification to have minimum net assets of RMB 20 billion, while the rules of CSDC require an
applicant for custody business settlement qualification to have minimum net assets of RMB 40
billion. Given such difference, we recommend the CSRC and the CSDC to consider unifying the
two thresholds imposed on net assets, preferably to RMB 20 billion.

2 BEHM BAT X SR AT HISR B 1 SR LA

Liquidity Support Provided by Overseas Parent Banks to Local Branches

CHESR = ILRe Y 26 -E 2% WA E A1 85 23 4T B2 A AT BN A AR 4 7 AT AR UL, ar
FHRL R B ST o CAESR S DA 58— 4% 70 5K PR ik < 14 M 95 5% o A8 LA
I B2 RE R 52 580 04T I B AT B b 55 ST A N R BN M SCREALA B Ul B . A1 22
R 2 W] DA — 2 W A0 B 0 AT JT R B 408 5 R B P 2K, ASOR T-BE Ak AT
) B8 N AT SRAER B 1 S ) FARZE K

Article 17 of the Consultation Draft expressly provides that the parent bank of a foreign bank’s
branch shall establish a liquidity support mechanism as per the size of assets under the local
branch’s custody. Article 12 requires an applicant for the fund custody business qualification to
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3.1

provide a description of the proposed liquidity support mechanism for its branches that are
carrying out fund custody business. We would request the CSRC to further clarify the liquidity
requirements for foreign bank’s branches that are carrying out fund custody business, and the
specific requirements for overseas parent banks that are providing liquidity support to their
branches in mainland China.

FRGHEENK

Settlement via Securities Brokers

FATEE, HATA SRS R R A AT E T4 F s 2019 4F
Wi, RSN R T CORT A S8 B UE IR 58 J B e A 5% = 101 11 38 01 )
ORI A SRS E KA AR A A il GREUID, K EN 55~ 2=
KM 20 A27ci T = AR M 200 1270 SRR 2 — & O3 H0E FAs BN LI 75
BLE N AR BB . WA B AT R IR S RS, TR A R B R 4 AR
BTG 75 /& €SDC X T 45582 5 A3 i E K.

We understand that currently the public securities investment funds may conduct settlement
via either securities brokers or via custodian banks. At the beginning of 2019, the CSRC also
issued the Circular on Matters Concerning the Switch between Different Securities Trading
Modes of Newly Established Public Fund Management Companies, which requires newly
established public fund management companies to settle via securities brokers. Pursuant to
the Draft Statement, one of the reasons for increasing the amount of net assets required for
applicants from RMB 2 billion to RMB 20 billion is that the institutions with fund custody
qualification usually need to simultaneously obtain settlement qualification as well. If a foreign
bank’s branch does not propose to obtain the settlement qualification, but instead intends to
settle via securities brokers, it should not be required to meet the qualification requirements
for settlement participants prescribed by the CSDC.

AR & 2 B/ R R ARAT B 2 H i CSDC 452 5 N %A%
To allow qualified local foreign commercial banks to apply for the CSDC clearing participant
qualification

WATEESE, B AT 48 A R S AT BRAT U5 R R AL 47 45 A =0 H Al
WEME & IEEHE e A . WIS SEBORE , IR S B R IEE AT £ 2
Motz —, REUEHRIEERITHRL LT HNERES 5N BAUAR VL RIT %
FIEHEET R AT IE, BT RES BN X TREEES 5 NERKT
HPBERMARAT (BAE SN EARAT BN AT AN 824047, D), RVFHHIEIFRS csbe &5
HZH NG, BTy LeiE “WANEM—3" KA sHE.

We understand that most public securities investment funds and custodian banks in the
domestic market still settle via custodian banks, and we understand that the CSRC is currently
promoting the broker settlement model. According to overseas practices, the settlement of
securities transactions is one of the main responsibilities of custodian banks, and most global
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3.2

custodian banks are also the clearing participants in local markets. We would like commercial
banks to be given flexibility to decide their own settlement model based on commercial and
efficiency considerations. For those qualified local foreign commercial banks (including locally
incorporated foreign banks and foreign bank’s branches, same below), allowing them to apply
for and obtain the CSDC clearing participant qualification could create a fair and equal
competitive environment for both domestic and foreign institutions.

WETATIA, CSDC 425 N RITERAT LA E % P IR 5 i IR 4 5
MR%% . BELF Mz R R B A e A BRI OR B AR L 5% e BE MR G B LA
BER S o AR I, FFE RPN RITEIRAT M S I CSDC 452 5 A\ Bk .
R AN AT AR 2 CSDC XTS5 H 2 5 N BRI 5~ 2Kk, R s vF g 5™
FEE A BAT T

As mentioned above, the CSDC clearing participant qualification is an important part for
custodian banks to provide settlement services for their clients to trade in the exchange market,
to better safekeep clients’ assets, to improve the settlement efficiency, and to ensure the
integrity of the custody business. We request the CSRC to make it clear in the relevant
regulations that qualified local foreign commercial banks could apply for the CSDC clearing
participant qualification. In case where a locally incorporated foreign bank or a foreign branch
does not reach that threshold to qualify as a CSDC’s settlement member, it should be allowed
to refer to its parent banks’ net assets.

VA VT A 2 AN R R ARAT FRE 58 = T A B R AT B
To allow qualified foreign commercial banks to apply for the third party depository bank
qualification

FEFFM A HA AN, FF S0 5 =07 A7 ARAT B AT FR A RAT RN IR 1 TR ) B e
HAl, SB=07FEHRATY N EIEERAT. W TR RITERITN S, £A5ES
KHFREE BT, KIS BRI E R A4, AP AR AR B3R E XU .
5E N A SR AR AT UG 38 = 5 AP ARAT B AR, AT DAL R AE AR, SR B il P RO,
FEARIRAE XU, RN Res T EEIE “WAMGA— 307 AP Sag L.
Settlement via securities brokers requires a third party depository bank to facilitate the fund
transfer between the custodian bank and the securities broker. Currently, all third party
depository banks are Chinese custodian banks. If public securities investment funds settle via
securities brokers, the relevant account structure and business operation process are more
complicated, which would expose local foreign custodian banks to potential operational risks.
Obtaining the third party depository bank qualification could assist local foreign custodian
banks to optimize their operational processes, improve capital efficiency, lower operational
risks and create a fair and equal competitive environment for domestic and foreign institutions.
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Cross border Data Transfer

(ER B IR 26+ AR BORAM Bt AT AE S 5 H N REFR AT B Ah B AT 5 1Z 04T 1] &
GikgE . Uil Eh] . (5 B KR R A e ORI B RS, DA SRS B S B sh A B Y
Yo A
Article 12 of the Consultation Draft requires a foreign bank’s branch, when submitting the
application, to provide: (1) procedures and measures that they have in place to ensure the
system segregation, access control, data segregation, etc., between the branch and its overseas
parent bank; and (2) description on the management of cross border data transfer.

a1 FEVCYIHGAE 75 o v ibs S5 e £ e B e b B2 00 AT (6 B b AT 5T

To clarify whether cross border data transfer and use of offshore systems of parent bank are

allowed for a foreign bank’s branch

FATERAE, CAEREZ WA RIS AL M, TR IFRZE AN Bt AT 4 FH B4 AT
FEHFAM R G, AB AN E AT B 1E SAT 34T 18] 33 37 58 35 (1) A 308 48 ) R R i it DA
RBE R GRS . U7 ARG RE B RS . st e AT R B AR, AR AN R
We understand that the Consultation Draft does not prohibit cross border data transfer, nor
does it prohibit a foreign bank’s branch from leveraging the offshore systems of its overseas
parent bank, provided that the foreign bank should have well-established internal control
procedures and measures in place to ensure system segregation, access control and data
segregation between the parent bank and its local branches. We would request the CSRC to
confirm whether our above understanding is correct.

42 AU ] DUES SR AL ) A 2R
To specify the types of data that can be transferred abroad

FE (R N RN E W 28 22 43k ) SO A i) BR Al b, FRATTER UOUE e 2 1 — 8 Wi T
TR F Hah P DA% b H 58 A B8 AR AT LA S AR A 2 7 B B8040 0 A A7 AE TP B A
In light of the Cybersecurity Law of the People's Republic of China and its implementing rules,
we request the CSRC to further clarify what types of data can be transferred and stored abroad
and what types of data must be stored locally.

5  HEWHEEABRER LR

Provision of Fund Business Related Data and Investor Information

(ERF AT H=1—FME “BRIEERENM P EIER S A MEN,, BREEEAN
AFUAEATT7 2 HABHURE . A A SRAEIE Sl 5580 S BB (5 8. 7 FIB RSN R 04T
AR5 S AT PR R 2 0 25K AT RE 7 2800 A L B4 BT T AE M I 2R, I 858
B AT AT RE R A1 58 0 AT R Sl 55 BRER STRF A8 A 347 7T DL B M T e 2k 4055 M
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Article 31 of the Consultation Draft stipulates that unless otherwise prescribed by laws,
regulations, or the CSRC, fund custodians should not provide fund business related data and
investor information to other institutions or individuals in any manner. A foreign bank’s branch
may be required to comply with the regulatory requirements of its home jurisdiction. At the
same time, the overseas parent bank may provide business or technical support to the local
branches to facilitate their fund custody business. Accordingly, the local branch of a foreign
bank may need to provide relevant information to the regulatory authorities, related parties,
or offshore service providers of its parent bank. Thus, we request the CSRC to further clarify
the requirements for providing relevant data and information to overseas parent banks.

6 SPESITESRNZFOT RN T RESTE WS

Multiple Local Branches Carrying out Funds Custody Businesses

6.1 RIS R AT 2 A e AT [RIIN T e 5 4B 8 M 55 1) B 245K

To clarify the gualification requirements for multiple branches carrying out fund custody

business simultaneously

8 73 Ah E ARAT AR T [ B AT 2 K AT 0T A Bl 2 R OMT RIN T A etk 5. 3K

t[\

T BGER = WI: (O)AEMEE T, 268 - FO T8I Rigketml
55 BE BRI 5 JF FE SR AR S5 BT I (2 2 AN AT RN T R B B AR b 55 1%

JRIIRTERE R, (AESRE WA HNEHRT. B, #E2lBER%. LWEERRSR
EITIHESR, AR IR AN R A7 TR 2, DT R Mk 55 1 Ak 55 43
TIPS 8t .

Some foreign banks have set up multiple local branches and desire to conduct fund custody
business via multiple branches at the same time. We request the CSRC to clarify: (1) in this case,
whether each branch needs to apply for the fund custody business qualification separately or
whether all the branches may apply for the fund custody business qualification on a
consolidated basis; (2) if multiple branches of a foreign bank simultaneously conduct the fund
custody business, would every branch need to meet the requirements with respect to
employees, business premises, security monitoring systems, business IT systems, etc., in
accordance with Article 8 of the Consultation Draft, or would those branches be allowed to
aggregate and share their respective resources.

7 BEAFEREER

MOU on Regulatory Cooperation

(IESRE AT H LA E SR L0 AT BT MR Y, BTSN EAT T A [ X B X
(AR 5% < A LAY 2 45 R M 2 B v RIS 2 DA RT B 6 U 55 A 5 R I
Rz, HRFEARMEEGIERR. EREANEEEX, HERS MRS Z
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Article 9 of the Consultation Draft stipulates that if a foreign bank’s branch applies for the fund
custody qualification, the relevant financial regulatory authority of its home jurisdiction should
have entered into a memorandum of understanding (MOU) on securities regulatory
cooperation with the CSRC or other institution recognized by the CSRC, and should have
maintained an effective regulatory cooperative relationship. For some jurisdictions, the
provision of custody services does not come under the supervision of the securities regulators,
but only the banking regulators. As such, we recommend that CSRC recognizes any form of
regulatory cooperation MOU and other information sharing mechanism between relevant US
financial regulator and an authority recognized by the CSRC. For banking regulatory
cooperation, we understand that CBIRC has entered into MOUs with banking authorities in
many jurisdictions for cross-border banking cooperation. For securities regulatory cooperation,
we note that CSRC and most security regulators are already signatories to the 10SCO
multilateral MOU, even in the absence of any bilateral MOU. We recommend that the CSRC
Consultation Draft be amended as follows:

“RITAE 1B oK Bl M X B T8 1) e mE R A I I RE, A OCE Al IR E AL O 5 EDIE
2 IR A AT AL 25 8 IS SRR ok, JRIRIFE A IR E S 1
KR

“the sound financial laws and regulatory systems have been established in the country or
region where it is located; relevant financial regulator has concluded the memorandum of
understanding with the CSRC or an authority recognized by the CSRC, and maintains an
effective relationship of regulation cooperation.”

8 apnfEEILE
QDII Custody Business

(ISR LAY 26 Z T L HE “ RS EE AN S oo FE SR E M CHENE ., b
FiEE . ERARGMAREZETTHMET S —EH, MR &KE. G1ESET
AP R SIEE ST ” M (EREE AT R BT S AMEF R E AT MK B
T2k RS A ITRIREANE P, FEE N AT IR ANEE MO EAT AR IH
ZIENIRTT” AT (IERBE IR 58 = I BIHE A QDINY S5 I M B
NG E NiE SR - AR R T FRATIAA Bt 2 BEAU I 0] /0 LAVE T -

Article 29 of the Consultation Draft provides that a fund custodian shall strengthen its
centralized and unified management of fund custody related matters, such as client on-
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boarding, business activities, IT systems and personnel assessment, and shall not conduct fund
custody business through a form of delegation, outsourcing or cooperation with third party.
According to Article 21 of the Administrative Measures on Foreign Securities Investments by
Qualified Domestic Institutional Investors (for Trial Implementation), a fund custodian may
delegate a foreign custodian to perform the custodian duties in relation to offshore assets of
investment funds or collective schemes on its behalf. We understand that Article 29 of the
Consultation Draft does not affect the delegation of responsibility in relation to the offshore
assets of funds under the QDII business. We would request the CSRC to provide further
clarification on this issue.

ASIFMA  H S IHHIE I 2 0 A B P S i i ORI ) 7 LB R, IR AR R B d i Sk 4
ITTECRAVEAIITHE . RIS EEMEE N, 1B R [Ichao@asifma.org] 851 Hi[+852 2531 6550] . A%
5 BRI HI ASIFMA 2 SAHLIGE G TR 55 PR 4E ASIFMA AR 22 4 G ATLAA 1) S 0t T 7 4%

ASIFMA deeply appreciates CSRC's consideration of the points and questions raised in this submission
and we look forward to further engagement on these important issues in greater detail. Should you
have any questions, please do not hesitate to contact me via email (Ichao@asifma.org) or via
telephone (+852 2531 6550). This submission was prepared by PRC law firm JunHe LLP, an ASIFMA
member, based on feedback from the wider ASIFMA membership.

Sincerely,

Lyndon Chao
Managing Director, Head of Equities, Post Trade and China Capital Markets Committee
Asia Securities Industry and Financial Markets Association
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