
China Central Depository & Clearing Co., Ltd.

Principles for Financial Market Infrastructures

Self-Assessment Report 2016

I.Overview

In order to improve the bond market infrastructure, ensure the safe, efficient and

low-cost operation of the market, and promote the healthy development of the bond

market, in December 1996, China Central Depository & Clearing Co.,

Ltd.(hereinafter referred to as CCDC) was approved by the State Council to undertake

Central Securities Depository (CSD) duties for the bond market, to provide issuance,

registration, depository, settlement, agency payment, information and other integrated

services.

As a state-owned non-bank financial institution, CCDC is a CSD and securities

settlement system (SSS) serving the Chinese financial market. The company is

designated by the People's Bank of China as inter-bank bond market depository,

custodian and settlement institution. It is authorized by the Ministry of Finance (MOF)

as the general custodian for government bonds. It is also the general custodian for the

bonds traded across markets. The company's bond business is mainly supervised by

the People's Bank of China.

Since its inception, CCDC has become the leading CSD in China's bond market

and one of China's core financial market infrastructures.

CCDC has become an important platform for macro policy implementation. The

company provides business and technical support for the central bank's monetary

policy operations, provides system and service support for Treasury bonds and local

government bonds, and provides services for treasury cash management.



CCDC has become an important platform for benchmark pricing in financial

markets. In 1999, the company launched the first domestic bond yield curve, based on

which a set of debt information product system was established to reflect the RMB

bond market price and risk situation, became an important market management and

investment reference and has been widely used by market participants. In November

2014, the MOF officially released the CCDC-compiled ChinaBond benchmark bond

yield curve on its website.

CCDC has become a risk management platform for financial markets. In 2011,

the company launched a centralized, automated and specialized collateral

management system, which is widely used in bond market, pledge financing in

payment system, treasury cash management, derivatives market and other fields. By

the end of 2016, the collateral balance under management reached 12.2 trillion RMB.

The company also effectively fulfills the front-line monitoring function of the bond

market and provides the basis for the market to strengthen risk management.

CCDC is also a platform for the opening-up of the bond market. It supports

multilateral international institutions to issue RMB bonds in China. It also provide

bond custody services for foreign central banks, RMB clearing banks, overseas

participating banks, QFIIs, RQFIIs and other types of overseas institutions.

CCDC-prepared index products have been recognized by the international market.

Both the world's first RQFII ETF listed in Hong Kong and the first Chinese bond ETF

listed in the US used CCDC’s index.

As assessed, CCDC was in good condition. Among them, 19 principles are fully

observed, 1 broadly observed, and the remaining 4 are not applicable. Areas that need

improvement are primarily legal and institutional aspects which include:



Legal basis: Since the last FSAP assessment, the company's legal environment

has made positive changes. The amendments to the existing Securities Act will clarify

that its principles and rules would be applicable to the interbank bond market that our

company serves. The rapid disposal of collateral is reflected in self-discipline and

business rules. In order to further strengthen the legal basis, it is proposed to speed up

the revision process of the Securities Law and clarify its applicability to the interbank

bond market.

Governance: The company conducts a user consulting system and an expert

steering committee on the main business to reflect the interests of participants and

other stakeholders. At present, the company is a wholly state-owned enterprise, in the

future, according to relevant policies, a reform to state-owned capital might be

considered to explore the feasibility of introducing users as shareholders.

In addition, on the basis of compliance with the standard requirements, there is

room for further improvement in the following areas:

Liquidity risk: CCDC's own business does not involve liquidity risk. In order to

better manage the liquidity risk of the market, the need for tri-party repos, automatic

securities lending and other more efficient mechanisms. It is recommended that

market regulators support the improvement of market-oriented liquidity management

mechanisms as soon as possible.

II. Introduction

Assessor: People 's Bank of China

Assessment objectives: To strengthen the financial market infrastructure,

promote the safe and efficient operation of financial markets and overall stability and



the implementation of the duties of international organizations.

Scope of assessment: This report is on CCDC. It is the central securities

depository (CSD) and the Securities Settlement System (SSS) in China inter-bank

bond market,and is not a payment system (PS), the central counterparty (CCP) or the

trade repository (TR). This report assesses CCDC on all the principles applicable to

CSD and SSS.

Assessment method: The report is based on the CPSS-IOSCO Principles for

Financial Market Infrastructures and the corresponding Disclosure Framework and

Assessment Methodology.

Evaluation information: Main sources of information for the assessment include

relevant laws and regulations, business rules and customer agreements, internal audit

reports provided by CCDC, on-site and off-site inspections on CCDC, as well as

interviews with relevant regulators, other financial market infrastructures, markets

participants and stakeholders.

III. Summary of Payment, Clearing and Settlement Landscape

CCDC is the main CSD in the Chinese bond market. In 2016, the total value of

bonds held in our custody accounted for about 80% of the market’s total.

When CCDC was first established, bonds were already registered on a

demateralized basis. The type of bonds for which we provide services include

government bonds, central bank bills, policy bank bonds, government-sponsored

bonds, financial bonds, enterprise bonds, asset-backed securities and international

institution bonds, etc..

Our members mainly include domestic institutional investors such as commercial



banks, credit unions, insurance companies, funds, social security funds and enterprise

annuities. They also include overseas central banks or monetary authorities, Hong

Kong and Macao RMB clearing banks, overseas cross-border RMB settlement

participating banks, QFIIs, RQFIIs and other overseas institutional investors.

CCDC's Central Bond Bookkeeping System is connected to the PBOC large

value payment system to provide real-time gross DVP settlement using central bank

money. The bookkeeping system is also connected to the CFETS trading system for

straight-through processing of bond trading and settlement.

At present, the Chinese bond market is a unified, multi-tiered market system

including the interbank bond market, exchange market and the OTC commercial bank

market. Our company is the general custodian for government bonds, enterprise bonds

and other classes of bonds that can be traded across the market, and opens a general

agent account for the exchange market. CSDC is the sub-custodian for government

bonds and enterprise bonds, who records the account of investors in the exchange

market. The cross-market depository transfer of government bonds and enterprise

bonds is available through a link between our company and CSDC.

Key Bond Business Indicators（in 100 million Yuan）

2016 2015 2014 2013

Issuance Amount 141,408.69 98,734.51 59,517.84 56,453.94

Depository Balance (By

the End of the Year)

437,268.14 350,421.90 287,305.61 259,108.49

Settlement Amount 11,624,099.38 4,703,274.94 2,445,339.58 1,959,018.19

Principal and Interest

Payment Amount

55,733.14 37,602.08 43,335.25 44,310.74



Collateral Balance (By

the End of the Year)

121,955.36 104,577.12 34,427.96 28,447.82

IV. Overall assessment

A. Summary Assessment of Observance

Summary Assessment

Assessment Principles

1,2,3,4,5,7,8,9,11,12,13,15,16,17,18,19,20,21,22,23

Observed 2,3,4,5,7,8,9,11,12,13,15,16,17,18,19,20,21,22,23

Broadly

Observed

1

Partly Observed

Non-observed

Not applicable 6,10,14,24

B.Recommendations

Principle Problems and Flaws Recommendations and

Comments

Time Frame for

the Problems

1

The latest amendments

to the Securities Act

have not yet been

introduced. Its

applicability to the

interbank market and

terms concerning the

It is recommended to expedite

the revision process of the

Securities Act.

Near-term



rapid disposal of

collateral need to be

further clarified.

7

In order to better

manage liquidity risk in

the market, it is

necessary to introduce

more efficient

mechanisms such as

repo and automatic

securities lending.

It is recommended that the

inter-bank bond market

regulators introduce relevant

business practices as soon as

possible.

Short-term

V.Detailed Assessment

Detailed Assessment of Observance of PFMI Principles

Principle 1: legal basis

An FMI should have a well-founded, clear, transparent, and enforceable legal basis for

each material aspect of its activities in all relevant jurisdictions.

Key

Consideration

1.1

The legal basis should provide a high degree of certainty for each

material aspect of an FMI’s activities in all relevant jurisdictions.

Description

CCDC’s business activity is mainly regulated by the PBOC Law of the

PRC, the Property Law, the Guarantee Law, Measures for the

Administration of Bond Trading in China Inter-bank Bond Market (CIBM),

Measures for the Administration of Bond Registration, Depository and

Settlement in the Inter-bank Bond Market (“Administrative Measures”),



Interim Measures for the Administration of Treasury Bond in the People 's

Republic of China (“Interim Measures”) promulgated by the Ministry of

Finance (MOF) and etc.

Central depository:

According to Measures for the Administration of Bond Trading in China

Inter-bank Bond Market, CCDC is the CSD in CIMB designated by

People’s Bank of China (PBOC); according to the Interim Measures for the

Administration of Treasury Bond in the People 's Republic of China ,CCDC

presided the operation of the treasury bond depository system. In addition,

CCDC was appointed the registrar and depository for credit asset backed

securities, enterprise bonds, local government bonds, and financial bonds by

the State Council, the National Development and Reform Commission

(NDRC), MOF and PBOC respectively; and CIRC designated CCDC as the

CSD for insurance company Subordinate bonds.

Ownership of financial instruments:

Administrative Measures stipulates that "the bond held by the

bondholders shall be subject to the outstanding balance recorded in their

bond accounts". "CSDs do not own the bonds under custody and shall not

misappropriate the bond under custody. In case of CSD bankruptcy,

dissolution, separation, merger and withdrawal, the bond and other assets of

the holder shall not be liquidated".

Finality of settlement:

It is stipulated by the Administrative Measures that "bond transaction

settlement cannot be revoked once completed". The funds and bonds

pending for transfer in the bond settlement process and the collateral

involved can only be used for completing the settlement and shall not be

enforced compulsorily for other purposes."

Interdependencies:

Administrative Measures states: "Holders of cross-market transferable

bonds may transfer these bonds between different markets. A CSD shall

provide cross-market transfer service in a timely manner."

"PBOC Announcement 2013 No. 12: “China Central Depository &

Clearing (CCDC) shall provide DVP settlement services for market



participants through the linkage between CCDC’s system and PBOC’s

Large Value Payment System (LVPS).

Dematerialization:

China’s bond market has fully achieved dematerialization.

Interim Measures: “For Treasury bonds, balance of bond accounts set up

and managed by the custodian is the sole legal basis for the amount of

Treasury bonds owned by the bondholder.”

Administrative Measures: "the amount of bonds held by the

bondholders shall be subject to the balance recorded in the bond account."

DvP arrangements:

"PBOC Announcement 2013 No. 12 stipulates that bond transactions

between CIBM participants shall adopt DVP settlement method.

Pledge arrangement:

The Property Law confirms that the pledge of paperless bond shall be

subject to registration. The Guarantee Law and the Property Law confirm

that the pledgee has the right of first refusal. Property law approves quick

disposal of collateral, and provides that "In case an obligor fails to pay off

its due debts or any circumstance for realizing the right of pledge as

stipulated by the parties concerned occurs, the pledge may, by concluding

an agreement with the pledger, convert the pledge into money or seek

preferred payments from the money incurred from the auction or sell-off of

the pledge."

Default procedures: settled through bilateral negotiation.

PBOC Announcement 2013 No. 12: In case of settlement failure, trading

parties shall, submit written explanation with the official seal to bond

registration and settlement institution on the day after settlement date.

As a CSD and a SSS, CCDC's domestic business is governed by the legal

system of the PRC. Currently, CCDC does not provide netting arrangements

and does not assume CCP or derivative TR functions.

Key

Consideration

1.2

An FMI should have rules, procedures, and contracts that are clear,

understandable, and consistent with relevant laws and regulations.

Description The laws and regulations, business rules and agreements related to CCDC



are published on the official website "China Bond Information Network"

(www.chinabond.com.cn). The Company's business rules and agreements

include, but are not limited to, the Rules for the Implementation of the DVP,

the Customer Service Agreement, and the Bond Transaction DVP Settlement

Agreement.

According to Administrative Measures, the formulation and modification of

CCDC's business rules and regulations are subject to the approval of the

PBOC. This guarantees the consistency with laws and regulations.

Key

Consideration

1.3

An FMI should be able to articulate the legal basis for its activities to

relevant authorities, participants, and, where relevant, participants’

customers, in a clear and understandable way.

Description

CCDC publishes all relevant laws and regulations, business rules,

agreements and other materials on the company's official website. (See key

consideration1.2).

Key

Consideration

1.4

An FMI should have rules, procedures, and contracts that are enforceable in

all relevant jurisdictions. There should be a high degree of certainty that

actions taken by the FMI under such rules and procedures will not be

voided, reversed, or subject to stays.

Description

CCDC’s rules, procedures and contracts are highly viable.

CCDC, by conducting self-analysis and seeking for legal advice, ensures the

enforceability of all l relevant jurisdictions. The Legal Compliance

Department is responsible for tracking changes in laws and regulations,

drafting rules, agreements, and hiring external consultants to provide legal

advice. CCDC does not have systems abolished, revoked or terminated, nor

does the court determines that the related operations or arrangements cannot

be implemented.

Key

Consideration

1.5

An FMI conducting business in multiple jurisdictions should identify and

mitigate the risks arising from any potential conflict of laws across

jurisdictions.

Description

When conducting cross-border business, CCDC carefully assesses the risks

according to the framework of the PFMI. No conflict of laws exists. In

practice, when offering domestic institutional investors settlement agent

services for foreign bonds, it is stipulated in the contract with CMU and



Hong Kong CMU that relevant business is subject to local jurisdiction.

Conclusion CCDC, as a CSD and SSS, is protected by laws in the relevant jurisdictions

in all aspects of business operations. The company's business rules and

agreements are clear and consistent with laws and regulations, and clearly

expressed to public. Company rules and agreements are fully enforceable.

The company does not face issues regarding conflict of laws.

Assessment Broadly Observed

Recommenda

-tions It is recommended to expedite the revision process of the Securities Act to

make it applicable to the interbank bond market.

Principle 2: Governance

An FMI should have governance arrangements that are clear and transparent, promote the

safety and efficiency of the FMI, and support the stability of the broader financial system,

other relevant public interest considerations, and the objectives of relevant stakeholders.

Key

Consideration

2.1

An FMI should have objectives that place a high priority on the safety and

efficiency of the FMI and explicitly support financial stability and other

relevant public interest considerations.

Description

The policy objectives set out in the Administrative Measures include:

standardizing the registration, depository and settlement of bond, protecting

the legitimate rights and interests of investors, maintaining the order of bond

registration, depository and settlement, and promoting the healthy

development of the bond market, putting forward "bond registration,

depository and settlement operations under the principle of safety and

efficiency. "

CCDC has a common goal of safety, efficiency and other aspects of the

company's operations. It is explicitly stipulated in CCDC’s development

strategy that the company's mission is to provide safe, efficient and

professional services for China's financial markets; set KPIs in the work

plan and conduct follow-up assessment; carry out Business Continuity

Management (BCM); control operating costs , while continuously improve

the cost effectiveness of the services; investigate regularly the level of

service for customers, listen to customer feedback, thus received a fairly

high customer’s satisfaction.



Key

Consideration

2.2

An FMI should have documented governance arrangements that provide

clear and direct lines of responsibility and accountability. These

arrangements should be disclosed to owners, relevant authorities,

participants, and, at a more general level, the public.

Description

The company is a wholly state-owned company, supervised by the People's

Bank of China (PBOC), the China Banking Regulatory Commission

(CBRC), and the Ministry of Finance (MOF). Among these regulators,

PBOC focused on the supervision of the company's bond business; CBRC is

responsible for the designation and assessment of CCDC’s senior

executives; and MOF focuses on the supervision of the company's financial

status and treasury business. The company implements the general manager

responsibility system under the leadership of the board of directors, and set

up supervisors. Company ownership, management structure and the main

decision-making and management processes and other information are open

to the public.

As a market infrastructure, the company strives to unify user and owner

interests, implement regulatory requirements, and take full account of the

public interest, continuously improve the cost-effectiveness of services,

accept internal audits and external independent audits.

By taking regular visits to customers for survey and establishing user

research system and other channels, CCDC fully exchanges views with its

members through ChinaBond website, customer service platform, training,

conferences, magazines and other channels.

Key

Consideration

2.3

The roles and responsibilities of an FMI’s board of directors (or equivalent)

should be clearly specified, and there should be documented procedures for

its functioning, including procedures to identify, address, and manage

member conflicts of interest. The board should review both its overall

performance and the performance of its individual board members regularly.

Description

The duties of the company's executives are clarified by the articles of

association and the company documents, and the supervisory department

regularly listens to the report and conducts the performance evaluation.

Key

The board should contain suitable members with the appropriate skills and

incentives to fulfill its multiple roles. This typically requires the inclusion of



Consideration

2.4

non-executive board member(s).

Description

Company executives appointed by the regulatory authorities through

rigorous procedures are those experienced in the relevant fields. Executives

have extensive experience in financial regulation, financial infrastructure

construction, and financial market practices, and they come from different

public sector and market institutions.

Key

Consideration

2.5

The roles and responsibilities of management should be clearly specified.

An FMI’s management should have the appropriate experience, a mix of

skills, and the integrity necessary to discharge their responsibilities for the

operation and risk management of the FMI.

Description

The duties of the management are determined by the articles of association.

Company management are selected and evaluated by the higher authorities

in accordance with the procedures. Management needs to have professional

experience, skills and professional conduct, to achieve the standards of

moral, diligence, achievement, honesty.

Key

Consideration

2.6

The board should establish a clear, documented risk-management

framework that includes the FMI’s risk-tolerance policy, assigns

responsibilities and accountability for risk decisions, and addresses decision

making in crises and emergencies. Governance arrangements should ensure

that the risk-management and internal control functions have sufficient

authority, independence, resources, and access to the board.

Description

The company further integrates a comprehensive risk management

framework, set up a special risk management committee and report to the

chairman. The supervisory committee of the company is responsible for

checking the implementation of the laws and regulations，checking the

company's finance and value of the state-owned assets and checking the

business activities of the principal and general manager such as the

chairman and general manager. The company set up the post of secretary of

the Commission for Discipline Inspection who is responsible for discipline

and integrity.

The Company's Risk Management Committee assists the Chairman in

overseeing the company's risk management activities.



Under the leadership of the Risk Management Committee, the Risk

Management Department is responsible for risk management. The detailed

work includes: the edit of the Business Operations and Risk Management

Manual", a detailed summary of the business norms and risk tips, the issue

of Emergency Work Procedures and System Failure Emergency Operation

Guidelines and other systems to ensure timely, accurate and effective

disposal of system emergency and to ensure the smooth operation of the

company's business as well as the implementation of internal audit and

external audits.

The risk management framework of the company is led by the risk

management department, reviewed and approved by the risk management

committee and implemented by the chairman's office. Company risk

management and internal audit are led by the risk management department

then reported to the chairman of the board.

The risk management approaches the company takes to ensure adequate

governance and arrangements include: identifying and optimizing risk

objectives, assessing and managing the high risk areas of specific business

processes; assessing the effectiveness of controls, developing risk disposal

behavior plans, ensuring the identification and assessment of business

objectives, ensuring consistency of risk management between the various

levels of the company and separating internal audit functions with other

business.

Key

Consideration

2.7

The board should ensure that the FMI’s design, rules, overall strategy, and

major decisions reflect appropriately the legitimate interests of its direct and

indirect participants and other relevant stakeholders. Major decisions should

be clearly disclosed to relevant stakeholders and, where there is a broad

market impact, the public.

Description

The company, as a financial market infrastructure, in making decisions

related to the design, the system, the overall strategy and the major

decisions, will take such measures as asking for the advice of the industry

associations, market members or the permission of regulatory institutes, etc.

As such, the interests of all parties can be ensured.

The company listens to the comments of participants and other interested



parties by means of the user conference, customer access survey, user

researcher system, China Bond Information Network, customer service

platform, training, conferences, magazines and other channels, and then

suggests reports and communicate important progress and business plan. As

for specific innovation business, the company established an expert steering

committee to extensively ask for all parties’ advice. To know more about the

market, the company added two service centers in Shanghai and Shenzhen .

Conclusion With clear governance arrangements, CCDC, taking integrity, responsibility

and service as its core values, gives priority to the security, efficiency and

financial stability of financial markets. The board of directors and the

management division of the company clear responsibilities and establish the

risk management committee, risk management, audit, supervision,

inspection system, rules, systems and decision-making to maintain the

interests of stakeholders and the public. Under the existing system, the

company has been constantly improving the customer service channels, user

committees, the expert guidance committee mechanism, etc. to reflect the

interests of participants and other stakeholders.

Assessment Observed

Recommenda

-tions

Currently, the company is a wholly state-owned enterprise, and in the future,

according to relevant policies, it will explore the feasibility of equity

participation by users.

Principle 3: Framework for the comprehensive management of risks

An FMI should have a sound risk-management framework for comprehensively managing

legal, credit, liquidity, operational and other risks.

Key

Consideration

3.1

An FMI should have risk-management policies, procedures, and systems

that enable it to identify, measure, monitor, and manage the risks that arises

in or are borne by the FMI. Risk-management frameworks should be subject

to periodic review.



Description

As an important financial infrastructure of the country, the primary

responsibility of CCDC is to ensure the efficient and stable operation of the

bond market and the security of customer assets under depository. As a

result, CCDC's risk management framework aims to identify potential

threats to market operations and customer asset security as early as possible

and to take effective measures with controllable cost to minimize the

possible consequence posed by such threats. To achieve this goal, CCDC

established a company-level risk management framework led by risk

management committee under the leadership of the Chair, in order to deal

with the systemic risk, legal risk, credit risk, liquidity risk, general business

risk and operational risk etc. faced by FMI. The framework is supported by

a set of specific institutional processes and an organizational structure with

clear accountability.

CCDC has established a comprehensive risk management framework based

on the actual operation, which consists of strategic, control and executive

levels. On the strategic level, the risk management committee is set up to

help the Chair with the risk oversight and control, and be responsible for

strategy formulation and resources allocation in risk management.

The control level undertakes the daily operation, oversight and maintenance

of the risk management and business continuity management system in

accordance with the guidance of the strategic level. The information

technology committee is responsible for the identification, measurement,

monitoring and control of information technology risks, as well as guidance

and decision-making on emergency related work. The enterprise risk

management team is responsible for assessing and reporting management

risks such as legal risk, credit risk, liquidity risk, and general business risk

faced by CCDC and its participants. The operational risk management team

is responsible for assessing and reporting operational risks such as personnel

risk, internal procedural risk, technical system risk, and external incidence

risk faced by CCDC and its participants. The Legal Affairs and Compliance

Department is responsible for overall coordination of information collection

and assessment reports. The Supervisory Office and the Discipline

Inspection Commission Office assess and report on relevant risks in their



respective functions.

The executive level is responsible for identifying, reporting and controlling

risks in accordance with their respective business and technical

requirements within the framework of risk management, as well as making

and maintaining specific disposal plans and business continuity plans.

Executive duties are dispersed to each department, and the department

heads are in charge of risk management and business continuity in the

department. Key business and technology department have part-time risk

control liaisons responsible for communicating and coordinating with the

information technology committee, the risk management team, and the

Legal Affairs and Compliance Department in the control level. Each

department has a discipline commissary responsible for communicating and

coordinating with the Discipline Office. All staff in the department has the

duty to identify, report and control the risks involved.

Under the framework of comprehensive risk management, CCDC divides

risks into two types -- management risks and operational risks. Management

risks include legal risk, credit risk, liquidity risk and general business risk.

Operational risks include personnel risk, internal procedural risk, technical

system risk, and external incidence risk.

CCDC serves a fast-growing emerging market, with no significant risk in

practice so far. Therefore, the existing risk measures are effective.

Considering CCDC’s positioning and functions, as well as its operational

experience, the potential risk focuses on the operational risk, of which the

technical system risk and the internal procedural risk are priorities.

For management risks, as CCDC mainly engages with domestic business,

the legal environment and regulatory requirements are not complex and the

market entry mechanism is complete. CCDC is financially capable and

does not provide CCP service, guarantee or credit. Therefore, CCDC has a

low risk level in terms of legal, credit, liquidity and general business risks.

Nevertheless, in order to cater to the whole market and regulatory

requirements, CCDC has a risk reserves system to reduce loss due to its own

risk as much as possible, and provides using real-time, gross DVP

settlement in central bank money to reduce the overall risk of the market. To



strengthen risk identification of market participants, CCDC has developed

ChinaBond statistics and analysis system, pricing products and business

monitoring system to monitor overall risk in the market and provide

comprehensive risk monitoring data to regulators in time.

For operational risks, after years of development, CCDC has in place

well-established recruitment, promotion, rewards and punishment system

and has a group of professionals with expertise, ethics and stability. Thus,

the personnel risk remains low. The entire business of CCDC depends on

the technical system and operations by the personnel, so the risk

concentrates on the technical system and the internal procedures.

For the internal procedural risk, according to the business administrative

measures and regulatory guidelines by regulators, CCDC make assessment

and take responsive measures, including issuing or revising business rules

and establishing a risk reserves system, etc. Since 2005, The Manual on

Business Operations and Risk Management has been revised annually.

In terms of the technical system risk, in accordance with the national

standard GB/T 22239-2008 Basic Requirements on Security Protection of

Information Security Technology Information Systems , industry standard

JR/T 0071 - 2012 Implementation Guidelines for Security Protection of

Information Systems in the Financial Industry , the CBRC-issued the

Information Technology Risk Management Guidelines for Commercial

Banks, and ITILV3, ISO27000 and other international standards, CCDC

formulated the IT System Planning using architecture planning. With

comprehensive assessment and revision every five years, the Planning

enables risk control for development, testing, operation and maintenance of

information systems from the application architecture, the technical

architecture, the data architecture, the security architecture, and the

infrastructure. CCDC has brought in software quality control tools,

formulated procedures for project examination and approval, process

management and testing, so as to control the risk regarding software quality.

The 360 operation and maintenance monitoring system was built to monitor,

measure, evaluate and deal with incidences in operation and maintenance.



CCDC conducts internal and external examinations every year in

accordance with the requirements for information system protection. Since

2013, comprehensive IT management was initiated to reassess and redesign

software quality (including business architecture carding), data standards,

safe operation of information and system. As planned, it would take about 3

years to reach the mature level of IT management.

For the external incidence, CCDC has signed a joint operation agreement

with the PBOC payment system, regularly assessing risk arising from

changes in the business rules and technical systems and working out

solutions. The emergency operating procedures featuring electronic

encryption was formulated to control risk due to technical or

communication failures of market participants. The external

communication access is supported by two telecom operators, featuring two

power suppliers, emergency power generation and long-lasting UPS backup,

subject to annual drills and assessment.

Key

Consideration

3.2

An FMI should provide incentives to participants and, where relevant, their

customers to manage and contain the risks they pose to the FMI.

Description

Through the official website, training sessions and magazine Bond, CCDC

tries to raise the participants’ awareness and capability of risk

management and reduce the probability of risk. ChinaBond Valuation and

other risk management tools are also available for participants to better

measure, manage and control risks.

CCDC advocates DVP settlement and daily mark-to-market. It monitors the

settlement and report to the competent authorities in a timely manner.

CCDC also examines the risk management of participants in its annual

selection of excellent participants, and hold training sessions on bond

investment risk management every year.

CCDC actively promotes straight through processing (STP) and real-time

gross DVP settlement as well as regulated market entry. It is committed to

developing direct clients in line with ISO20022 and adopting the certificates



of China Financial Certificate Authority (CFCA) to enhance system

security.

Key

Consideration

3.3

An FMI should regularly review the material risks it bears from and poses

to other entities (such as other FMIs, settlement banks, liquidity providers,

and service providers) as a result of inter-dependencies and develop

appropriate risk- management tools to address these risks.

Description

Through advanced IT operation and maintenance, CCDC identifies

problems in the internal and external systems, and make timely risk

warnings. Source for material risks include: connection to the PBOC

payment system, connection to CFETS, connection to customers and

connection to CSDC (for custody transfer of government bond and

enterprise bond).

Connection between ChinaBond Integrated Bond Operation Platform

(CIOP) and the PBOC payment system is the most important among

CCDC’s interdependencies with other FMIs. CIOP provides automatic

pledged financing for the payment system and the payment system provides

real-time gross DVP settlement for CIOP. The two sides has signed a joint

operation agreement, hold regular meetings, assess risks arising from

changes in business rules and technical system, work out solutions and

conduct joint switching drills.

To prevent operational risk due to technical or communication failures of

market participants, CCDC has developed the emergency operation

procedures, which help the participants complete the business manually via

fax and electronic authentication device.

The stable operation of CCDC’s technical system relies on utilities suppliers

including the telecom and power. Therefore, communication access of all

the data centers is supported by two telecom operators (China Unicom and

China Telecom) with two power suppliers, emergency power generation and

long-lasting UPS backup. Emergency switching drills of power supply and

communication are conducted regularly, and examination and assessment

are conducted once a year.

Key

Consideration

An FMI should identify scenarios that may potentially prevent it from being

able to provide its critical operations and services as a going concern and



3.4 assess the effectiveness of a full range of options for recovery or orderly

wind-down. An FMI should prepare appropriate plans for its recovery or

orderly wind-down based on the results of that assessment. Where

applicable, an FMI should also provide relevant authorities with the

information needed for purposes of resolution planning.

Description

An FMI should identify scenarios that may potentially prevent it from being

able to provide its critical operations and services as a going concern and

assess the effectiveness of a full range of options for recovery or orderly

wind-down. An FMI should prepare appropriate plans for its recovery or

orderly wind-down based on the results of that assessment. Where

applicable, an FMI should also provide relevant authorities with the

information needed for purposes of resolution planning.

CCDC is able to identify scenarios that may potentially prevent it from

being able to provide its critical operations and services by monitoring IT

operation and maintenance. Breakdown of the key system may disable

critical operations and services.
CCDC has set up a disaster recovery backup system featuring “three centers

in two cites”, and mapped out a business continuity plan and a recovery plan

to ensure operation of the systems.

A contingency plan is in place to prescribe accountability, reporting and

disposal in business recovery and emergency operation. Drills, including

switching and deduction, for different technical tasks are conducted at least

once a year. .

IT departments will lead business departments and risk management

departments to evaluate and update the recovery plan once a year.

Conclusion CCDC has set up a risk management committee, and adopted a framework

for comprehensive risk management. The institutions, procedures and

systems for risk management are well-established. Advanced monitoring

system and operation and maintenance system, which are assessed

regularly, ensure the ability to identify and manage risks. By employing

various channels, CCDC prevents, monitors and manages risks from clients

and other external systems. It has also a system backup plan featuring “three

centers in two cities”, and a contingency plan, a recovery plan and



emergency operation procedures.

Assessment Observed

Recommenda

-tions

Principle 4: Credit risk

An FMI should effectively measure, monitor, and manage its credit exposures to

participants and those arising from its payment, clearing and settlement. An FMI should

maintain sufficient financial resources to cover its credit exposure to each participant fully

with a high degree of confidence. In addition, a CCP that is involved in activities with a

more complex risk profile or that is systematically importance in multiple jurisdictions

should maintain additional financial resources sufficient to cover a wide range of potential

stress scenarios that should include, but not be limited to, the default of the two

participants and their affiliates that would potentially cause the largest aggregate credit

exposure to the CCP in extreme but plausible market conditions. All other CCPs should

maintain additional financial resources sufficient to cover a wide range of potential stress

scenarios that should include, but not be limited to, the default of the participant and its

affiliates that would potentially cause the largest aggregate credit exposure to the CCP in

extreme but plausible market conditions.

Key

Consideration

4.1

An FMI should establish a robust framework to manage its credit exposures

to its participants and the credit risks arising from its payment, clearing and

settlement process. Credit exposure may arise from current exposures,

potential future exposures, or both.

Description

CCDC implements real-time gross DVP settlement without providing

settlement guarantee or intraday credit.

Credit risks are assessed once every year. Also, assessment of credit risk is

performed before the launch of a new business. According to such

assessment, CCDC does not pose credit risk to participants, nor faces credit

risk posed by participants.

Key

Consideration

4.2

An FMI should identify sources of credit risk, routinely measure and

monitor credit exposures, and use appropriate risk-management tools to

control these risks.

Description Refer to 4.1



Key

Consideration

4.3

A payment system or SSS should cover its current and, where they exist,

potential future exposures to each participant fully with a high degree of

confidence using collateral and other equivalent financial resources (see

Principle 5 on collateral). In the case of a DNS payment system or DNS

SSS in which there is no settlement guarantee but where its participants face

exposures arising from its payment, clearing and settlement processes, such

an FMI should maintain, at a minimum, sufficient resources to cover the

exposures of the two participants and their affiliates that would create the

largest aggregate credit exposure in the system.

Description Not applicable.

Key

Consideration

4.7

An FMI should establish explicit rules and procedures that address fully any

credit losses it may face as a result of any individual or combined default

among its participants with respect to any of their obligations to the FMI.

These rules and procedures should address how potentially uncovered credit

losses would be allocated, including the repayment of any funds an FMI

may borrow from liquidity providers. These rules and procedures should

also indicate the FMI’s process to replenish any financial resources that the

FMI may employ during a stress event, so that the FMI can continue to

operate in a safe and sound manner.

Description Not applicable.

Conclusion CCDC implements real-time gross DVP settlement. It does not pose credit

risk to participants, nor faces credit risk posed by participants.

CCDC monitors the settlement under the mandate of PBOC. It helps

participants control credit risk by providing services such as ChinaBond

valuation and other pricing products, daily mark-to-market, collateral

management, securities lending and high-volume pledged financing.

Assessment

Observed

Recommenda

-tions



Principle 5: Collateral

An FMI that requires collateral to manage its or its participants’ credit exposure should
accept collateral with low credit, liquidity and market risks. An FMI should also set and
enforce appropriately conservative haircuts and concentration limits.

Key
Consideration
5.1

An FMI should generally limit the assets it (routinely) accepts as collateral
to those with low credit, liquidity and market risks.

Description

In order to meet the risk management needs of market participants, CCDC
has established a collateral management service system to help market
participants with centralized, safe and efficient collateral management. The
system conducts parameter-based management of the collateral scope to
facilitate change and adjustment to the collateral scope by settlement
participants at any time according to market changes or their own needs.

The system can help the settlement participants monitor their accepted
collateral to ensure that it always meets the standards and provide services
such as replacement, addition and return.

CCDC strictly implements the collateral standards set by both parties and
uses conservative haircuts and only accepts bonds with high credit rating.

Key
Consideration
5.2

An FMI should establish prudent valuation practices and develop haircuts
that are regularly tested and take into account stressed market conditions.

Description

CCDC’s collateral management system can set a mark-to-market frequency
as needed and can perform multiple mark-to-market operations a day.

The currently implemented is daily mark-to-market based on ChinaBond
Valuation, which is a fair value indicator widely adopted by the market.

The system enables participants to set a pledge ratio on their own. CCDC
can calculate the pledge ratio of the collateral and advise the participants.

Key
Consideration
5.3

In order to reduce the need for pro-cyclical adjustments, an FMI should
establish stable and conservative haircuts that are calibrated to include
periods of stressed market conditions, to the extent practicable and prudent.

Description CCDC does not assume counterparty credit risk, but recommends that the
participants should use a prudent, conservative haircut setting.

Key
Consideration
5.4

An FMI should avoid concentrated holdings of certain assets where this
would significantly impair the ability to liquidate such assets quickly
without significant adverse price effects.

Description CCDC itself does not face counterparty credit risk, liquidity risk, etc., and
does not need to accept collateral from participants, so there is no collateral



concentration concern.

Key
Consideration
5.5

An FMI that accepts cross-border collateral should mitigate the risks
associated with its use and ensure that the collateral can be used in a timely
manner.

Description At present, Chinese laws and regulations have not yet made clear provisions
on cross-border collateral business.

Key
Consideration
5.6

An FMI should use a collateral management system that well-designed and
operationally flexible.

Description

CCDC has established a collateral management system, which is
characterized by: centralized management, that is, collateral involved in all
business is subject to centralized management with integrated resources;
parameter-based management, with the scope of pledgee's rights, pledge
ratio, pledge order and so on being flexible and adjustable; daily
mark-to-market, automatic addition, collateral replacement and other
functions, as well as reuse of collateral.

The parameters can be set according to the requirements of participants to
continuously adapt to changes in collateral management and monitoring.
The system is automated, and participants can operate manually or
automatically through the terminals.

Conclusion CCDC has established a collateral management system with advanced
functions and flexible operations, provided ChinaBond Valuation and other
pricing products. It strictly implements the collateral standards set by both
parties, uses conservative haircuts and helps market participants with
centralized, safe and efficient collateral management.

Assessment Observed

Recommendat
-ions

Principle 7: Liquidity Risk

An FMI should effectively measure, monitor and manage its liquidity risk. An FMI should
maintain sufficient liquid resources in all relevant currencies to effect same-day and,
where appropriate, intraday and multiday settlement of payment obligations with a high
degree of confidence under a wide range of potential stress scenarios that should include,
but not be limited to, the default of the participants and its affiliates that would generate
the largest aggregate liquidity obligation for the FMI in extreme but plausible market
conditions.

Key
Consideration

An FMI should have a robust framework to manage its liquidity risks from
its participants, settlement banks, nostro agents, custodian banks, liquidity



7.1 providers and other entities.

Description CCDC does not lend funds to its customers, so it does not face liquidity risk
and does not pose liquidity risk to its participants.

Key
Consideration
7.2

An FMI should have effective operational and analytical tools to identify,
measure and monitor its settlement and funding flows on an ongoing and
timely basis, including its use of intraday liquidity.

Description
CCDC continuously monitors unsettled positions in accordance with the
authorization of the competent authorities and report to the regulatory
authorities in a timely manner.

Key
Consideration
7.3

A payment system or SSS, including one employing a DNS mechanism,
should maintain sufficient liquid resources in all relevant currencies to
effect same-day and, where appropriate, intraday and multiday settlement of
payment obligations with a high degree of confidence under a wide range of
potential stress scenarios that should include, but not be limited to, the
default of the participants and its affiliates that would generate the largest
aggregate liquidity obligation for the FMI in extreme but plausible market
conditions.

Description Not applicable.

Key
Consideration
7.5

For the purpose of meeting its minimum liquid resource requirement, an
FMI’s qualifying liquid resources in each currency include cash at the
central bank of issue and at creditworthy commercial banks, committed
lines of credit, committed foreign exchange swaps, and committed repos, as
well as highly marketable collateral held in custody, and investments that
are readily available and convertible into cash with prearranged and highly
reliable funding arrangements, even in extreme but plausible market
conditions. If an FMI has access to routine credit at the central bank of
issue, the FMI may count such access as part of the minimum requirement
to the extent it has collateral that is eligible for pledging to (or for
conducting other appropriate forms of transactions with) the relevant central
bank. All such resources should be available when needed.

Description Not applicable.

Key
Consideration
7.6

An FMI may supplement its qualifying liquid resources with other forms of
liquid resources. If the FMI does so, then these liquid resources should be in
the form of assets that are likely to be salable or acceptable as collateral for
lines of credit, swaps, or repos on an ad hoc basis following a default, even
if this cannot be reliably pre-arranged or guaranteed in extreme market
conditions. Even if an FMI does not have access to routine the central bank
credit, it should still take account of what collateral is typically accepted by
the relevant central bank; as such assets may be more likely to be liquid in
stressed circumstances. An FMI should not assume the availability of



emergency central bank credit as part of its liquidity plan.

Description Not applicable.

Key
Consideration
7.7

An FMI should obtain a high degree of confidence, through rigorous due
diligence, that each provider of its minimum required qualifying liquid
resources, whether a participant of the FMI or an external party, has
sufficient information to understand and to manage is associated liquidity
risks, and that it has the capacity to perform as required under its
commitment. Where relevant to assessing a liquidity provider’s
performance reliability with respect to a particular currency, a liquidity
provider’s potential access to credit from the central bank of issue may be
taken into account. An FMI should regularly test its procedures for
assessing its liquid resources at a liquidity provider.

Description Not applicable.

Key
Consideration
7.8

An FMI with access to the central bank accounts, payment services or
securities services should use these services, where practical, to enhance its
management of liquidity risk.

Description
CCDC does not borrow from the central bank. In order to facilitate the
liquidity management of participants, CCDC cooperates with the central
bank payment system to provide pledged financing services.

Key
Consideration
7.9

An FMI should determine the amount and regularly test the sufficiency of
its liquid resources through rigorous stress testing. An FMI should have
clear procedures to report the results of its stress tests to appropriate
decision makers at the FMI and to use their results to evaluate the adequacy
of and adjust its liquidity risk-management framework. In conducting stress
testing, an FMI should consider a wide range of relevant scenarios.
Scenarios should include relevant peak historic price volatilities, shifts in
other market factors such as price determinants and yield curves, multiple
defaults over various time horizons, simultaneous pressures in funding and
asset markets, and a spectrum of forward-looking stress scenarios in a
variety of extreme but plausible market conditions. Scenarios should also
take into account the design and operation of the FMI, include all entities
that might pose material liquidity risks to the FMI (such as settlement
banks, nostro agents, custodian banks, liquidity providers and linked FMIs),
and where appropriate, cover a multiday period. In all cases, an FMI should
document its supporting rationale for, and should have appropriate
governance arrangements relating to, the amount and form of total liquid
resources it maintains.

Description Not applicable.

Key
Consideration

An FMI should establish explicit rules and procedures that enable the FMI
to effect same-day and, where appropriate, intraday and multiday settlement
of payment obligations on time following any individual or combined



7.10 default among its participants. These rules and procedures should address
unforeseen and potentially uncovered liquidity shortfalls and should aim to
avoid unwinding, revoking, or delaying the same-day settlement of payment
obligations. These rules and procedures should also indicate the FMI’s
process to replenish any liquidity resources it may employ during a stress
event, so that it can continue to operate in a safe and sound manner.

Description Not applicable.

Conclusion CCDC does not lend funds to its customers, so it does not face liquidity risk
and does not pose liquidity risk to its participants. For the liquidity risk of
the participants, CCDC offers a monitoring system to monitor in real time
intraday market liquidity. CCDC itself does not borrow from the central
bank. In order to facilitate the liquidity management of participants,
CCDC cooperates with the central bank payment system to provide pledged
financing services and improve the liquidity risk management of the
participants

Assessment Observed

Recommendat
-ions

In order for the market to better manage liquidity risk, tri-party repo,
automatic borrowing lending and other more efficient mechanisms need to
be introduced. It is recommended that the regulatory authorities should
introduce relevant regulations as soon as possible.

Principle 8: Final Settlement

An FMI should provide clear and certain final settlement, at a minimum by the end of the
value date. Where necessary or preferable, an FMI should provide final settlement
intraday or in real time.

Key
Consideration
8.1

An FMI’s rules and procedures should clearly define the point at which
settlement is final.

Description

CCDC conducts the real-time gross DVP settlement using central bank
money. Its bond system is connected to the PBOC’s large value payment
system. The DVP settlement can ensure that the bond and funds transfers
are conditioned upon each other and completed simultaneously so as to
ensure consistent finality. The specific process is as follows: after the
CCDC book-keeping system blocks the bonds to be settled in the form of
"pending for payment" based on the settlement instructions, an instant funds
transfer message is generated and sent to the payment system. Then, after
the funds payment, the payment system sends feedback to the book-keeping
system, which willcomplete the bond settlement immediately. Members
may query the settlement status in real time.

The aforementioned final settlement arrangements have been clearly
provided for in the Securities Law, the department rules and regulations of
the People's Bank of China and the business rules of CCDC, to ensure



settlement finality. Among them, it is provided in the Regulation on Bond
Registration, Depository and Settlement in the Interbank Bond Market that
bond settlement is irrevocable once completed.

Key
Consideration
8.2

An FMI should complete final settlement no later than the end of the value
date, and preferably intraday or in real time, to reduce settlement risk. An
LVPS or SSS should consider adopting RTGS or multiple-batch processing
during the settlement day.

Description
CCDC conducts the real-time gross DVP settlement on the settlement day.
There are no cases where settlement is deferred when rules, procedures and
contracts fail to specify.

Key
Consideration
8.3

An FMI should clearly define the point after which unsettled payments,
transfer instructions, or other obligations may not be revoked by a
participant.

Description

CCDC conducts the real-time gross DVP settlement. Once the bond is
settled at any time within the operation time of the system, such settlement
shall be final and not be revoked.

The settlement instructions confirmed to be unsettled at the end of the
settlement day shall not be unilaterally revoked. It is not allowed to provide
exception or extension for the revocation period. Relevant requirements are
determined in line with the rules and regulations of PBOC and business
rules of CCDC and released to the whole market.

Conclusion CCDC conducts the real-time gross DVP settlement using central bank
money, which is of the highest level of finality. The settlement shall not be
revoked once completed. Its bond system is connected to the PBOC’s large
value payment system. The DVP settlement can ensure that the bond and
funds transfer are conditioned upon each other and completed
simultaneously so as to ensure consistent finality. Trades are settled on the
settlement date and there are no cases where settlement is deferred when
rules, procedures and contracts fail to specify.

Assessment Observed

Recommendat
-ions

Principle 9: Money Settlement

An FMI should conduct its money settlements in central bank money where practical and
available. If central bank money is not used, an FMI should minimize and strictly control
the credit and liquidity risk arising from the use of commercial bank money.

Key
Consideration

An FMI should conduct its money settlements in central bank money, where
practical and available, to avoid credit and liquidity risks.



9.1

Description

According to PBOC's announcement, the interbank bond market
participants shall settle their bond transactions on a DVP basis.

Market participants who have opened a clearing account in the payment
system shall process the funds settlement through their clearing accounts,
while those who have not opened such an account shall entrust CCDC as
the agent for funds settlement, which will be processed through its special
clearing account in the payment system. CCDC opens dedicated cash
accounts in this account for its clients.

Key
Consideration
9.2

If central bank money is not used, an FMI should conduct its money
settlements using a settlement asset with little or no credit or liquidity risk.

Description

Due to difficulties for CCDC to become a special member in overseas
central bank systems in cross-border settlement, it does not use the central
bank money in settlement and the clearing correspondent bank model is
adopted instead.

Key
Consideration
9.3

If an FMI settles in commercial bank money, it should monitor, manage,
and limit its credit and liquidity risks arising from the commercial
settlement banks. In particular, an FMI should establish and monitor
adherence to strict criteria for its settlement banks that take account of,
among other things, their regulation and supervision, creditworthiness,
capitalization, access to liquidity, and operational reliability. An FMI should
also monitor and manage the concentration of credit and liquidity exposures
to its commercial settlement banks.

Description

In cross-border settlement, CCDC will select a number of clearing
correspondent banks after the analysis of their credit exposure, reliability
and other indicators. Related agreements stipulate that CCDC has the basic
rights to view and manage its accounts. With business development and
change in needs, CCDC will update relevant monitoring and management
standards and relevant agreements signed with correspondent banks. After
the actual implementation of cross-border settlement, correspondent banks
will also provide regular reports for CCDC.

At present, CCDC has not yet provided any actual cross-border custody and
settlement services, and therefore, there is no relevant risk positions.

Key
Consideration
9.4

If an FMI conducts money settlements on its own books, it should minimize
and strictly control its credit and liquidity risks.

Description Please refer to 9.1.



Key
Consideration
9.5

An FMI’s legal agreements with any settlement banks should state clearly
when transfers on the books of individual settlement banks are expected to
occur, that transfers are to be final when effected, and that funds received
should be transferable as soon as possible, at a minimum by the end of the
day and ideally intraday, in order to enable the FMI and its participants to
manage credit and liquidity risks.

Description
The agreements signed between CCDC and settlement banks (including
central Bank and commercial banks) clearly stipulate that the transfers are
to be final when effected, and that funds received may be transferable.

Conclusion In domestic settlement, CCDC maintains the special clearing account
opened in the PBOC. Market participants open dedicated cash accounts in
CCDC for DVP settlement only. CCDC strictly controls the credit and
liquidity risks according to relevant system. In cross-border settlement, the
clearing correspondent bank model is adopted which includes strict
qualification assessment on candidate banks and regulatory approval.

Assessment Observed

Recommend-
ations

Principle 10 Physical Deliveries

An FMI should clearing state its obligations with respect to the delivery of physical
instruments or commodities and should identify, monitor and manage the risks associated
with such physical deliveries.

Key
Consideration
10.1

An FMI's rules should clearly state its obligations with respect to the
delivery of physical instruments or commodities.

Description Not applicable. The bonds in the depository of CCDC are all
dematerialized.

Key
Consideration
10.2

An FMI should identify, monitor, and manage the risks and costs associated
with the storage and delivery of physical instruments or commodities.

Description Not applicable.

Conclusion The bonds in the depository of CCDC are all dematerialized.

Assessment Not applicable.

Recommendat



-ions

Principle 11: Central Securities Depository

A CSD should have appropriate rules and procedures to help ensure the integrity of
securities issues and minimze and manage the risks associated with the safekeeping and
transfer of securities. A CSD should maintain securities in an immobilized or
dematerialised form for their transfer by book entry.
Key
Consideration
11.1

A CSD should have appropriate rules, procedures, and controls,
including robust accounting practices, to safeguard the rights of
securities issuers and holders, prevent the unauthorised creation or
deletion of securities, and conduct periodic and at least daily
reconciliation of securities issues it maintains.

Description

CCDC adopts appropriate rules, procedures and control measures to
protect the rights of issuers and holders: the first is full authorization.
The Administrative Measures stipulates that CCDC is the bond
registration, custody depository and settlement institution designated by
the People's Bank of China. The Interim Measures for the
Administration of Treasury Bond Custody of the People's Republic of
China stipulates that the MOF authorizes CCDC to establish and
operate the national treasury bond custody system. After the treasury
bonds enter the custody system, the account balance is the sole legal
basis for the number of bonds held by the client. Second, CCDC signs
relevant service agreements respectively with bond issuers and holders
to clarify the rights and obligations of both parties. The service
agreements have fully sought the opinions of market participants and
are implemented after being reported to the PBOC for filing and
recording. Third, CCDC has formulated sound business rules and
internal control mechanisms, and carried out regular internal audit and
external audit. Fourth, CCDC has accepted the supervision of
competent authorities and regularly submitted business data and work
reports to competent authorities.

CCDC's rules, procedures and control measures ensure that the
securities held on behalf of the participants are properly recorded in the
books and are exempted from the risks associated with other services:
First, the bonds have been paperless and the bondholders directly open
bond accounts at the CCDC and hold the bonds through those bond
accounts; second, investors can check the balance of bonds in the bond
accounts in real time and carry out written reconciliation; third, in the
case of the bankruptcy, dissolution, division, consolidation and
cancellation of the bond registration, custody and settlement
institutions, the holders' bonds and other assets in the custody shall not
be included in the capital liquidation. Fourth, CCDC presents a clear



structure of custody finance, convenient accounting verification,
accurate accounting information and stable operation in the market
practice over the recent two decades. Fifth, CCDC has accepted the
strict supervision of regulatory authorities and at least one external audit
each year.

At the time of issuance of bonds, the issuer shall provide CCDC with
approval documents obtained from the authorities; the tender issuance
shall be completed through CCDC's issuance system and supervised by
observers; CCDC shall register according to the approval documents
and documents with legal effect. When the bonds mature, the issuer
shall pay the amounts payable to the CCDC and CCDC shall cancel the
bonds upon making agent payment to bondholders. The above
operations adopt double-person review and are reported to the issuer
upon completion.

CCDC verifies the issuer's total amount of securities issued in real time.
CCDC ensures in the system control that the total amount of bonds
issued is equal to the number of securities recorded in the books, and
that the securities account is not allowed to overdraft.

CCDC’s bond information system extracts the amounts of bonds issued
and under custody from the bookkeeping system and publishes them to
the market. This system is managed by an independent department.

Key
Consideration
11.2

A CSD should prohibit overdrafts and debit balances in securities
accounts.

Description CCDC has implemented real-time gross DVP settlement and prohibited
the bond accounts from overdraft.

Key
Consideration
11.3

A CSD should maintain securities in an immobilised or dematerialised
form for their transfer by book entry. Where appropriate, a CSD should
provide incentives to immobilise or dematerialise securities.

Description CCDC issues and maintains bonds in a paperless way and now bonds
that can be circulated are paperless.

CCDC provides the service integrating the issuance, custody and
settlement, makes full use of the advantages of scale efficiency brought
by electronic technology, and greatly reduces market cost.

Key
Consideration
11.4

A CSD should protect assets against custody risk through appropriate
rules and procedures consistent with its legal framework.

Description Investors entrust CCDC to keep their bonds; CCDC carries out
centralized custody of the bonds held by the investors and manages and
maintains related interests of the bonds held. CCDC adopts safe and



effective management measures for the bonds entrusted by the
bondholders to ensure the authenticity, accuracy, integrity and security
of finance in its custody and avoid the risk of custody.

The internal arrangements include: strict segregation of assets in the
custody from its own assets; strict internal processes, the establishment
of double-person review and audit policy; the adoption of prudent
financial strategy; the determination of security maintenance obligations
through business rules, agreements and regulations, promotion of
paperless transaction and adoption of systematic security measures.

The book-keeping system conducts real-time recording of accounts and
customers can carry out real-time reconciliation. An external audit is
conducted every year.

CCDC has accepted strict regulation of the CBRC, PBOC and MOF
and had sufficient legal basis and management regulations. Opinions
regarding all aspects have been fully solicited in the determination of
business rules and such rules have been reported to the regulatory
authorities for approval or filing and recording. The assets of customers
are exempt from CCDC's creditors' claims.

In order to ensure that rules and procedures are consistent with the legal
framework, CCDC conducts business in strict accordance with laws and
regulations and forms business rules and internal work procedures
accordingly. The assets of customers are adequately protected, system
rules and agreements are enforceable, and there are no court decisions
that do not support its rules and agreements.

In order to help the participants to deal with misappropriation or theft of
securities: First, real-name system has been adopted for bond accounts;
second, customers shall undergo identification authentication while
entering the system; third, investors can inquire their balance of bonds
in real time and may also carry out written reconciliation; fourth, the
safe and stable operation of the system is ensured and system failure
emergency response mechanism and disaster backup mechanism are
established.

Key
Consideration
11.5

A CSD should employ a robust system that ensures segregation
between the CSD’s own assets and the securities of its participants and
segregation among the securities of participants. Where supported by
the legal framework, the CSD should also support operationally the
segregation of securities belonging to a participant’s customers on the
participant’s books and facilitate the transfer of customer holdings.

Description The Administrative Measures stipulates that the bond registration,
custody and settlement institution shall not be entitled to the ownership



of any nature of the bonds in the custody and shall not misappropriate
such bonds. In the case of bankruptcy, dissolution, division, merger and
cancellation of the bond registration, custody and settlement institution,
the bondholders' bonds and other assets shall not be included in the
capital liquidation. The segregation of CCDC’s assets under custody
from its own assets has been clarified in on the legal basis.

The bond account is in real name and cannot be leased, lent or
transferred. An investor can only open a proprietary account. CCDC
mainly employs direct holding system and opens bond accounts for all
participants.

In the commercial bank's counter business, CCDC adopts the "seeing
through" indirect holding system, that is, CCDC opens general agent
account for counter-handled banks, records the total amount of counter
customers, and the counter-handled banks open detailed accounts for
customers and transmit the detailed data to CCDC at the end of each
day. Counter customers may inquire their account data with CCDC and
verify with the account balance provided by their sub-custodian.

Key
Consideration
11.6

A CSD should identify, measure, monitor, and manage its risks from
other activities that it may perform; additional tools may be necessary in
order to address these risks.

Description CCDC fulfills the following functions: provision of support for the
issuance of bonds; establishment and management of bond accounts;
bond registration; bond custody; bond settlement; principal and interest
of agent bonds payment and related income funds; provision of
management services for bonds and other pledges; exercising of the
rights of bonds on behalf of bondholders against bond issuers in line
with laws; provision of information, inquiry, consultation and training
services related to bond registration, custody and settlement.

CCDC itself does not face credit risk and liquidity risk.

Conclusion

CCDC has clarified rules, procedures and control measures and
formulated sound business rules and internal control mechanisms to
ensure safe and efficient issuance and registration procedures. The
participant's securities are properly recorded in the books and exempt
from other service-related risks, ensuring the rights of issuers and
holders of the bonds. CCDC focuses on the direct holding system and
segregates securities of participants from each other, separates securities
of participants from that of commercial banks' counter customers, and
separates securities of commercial banks' counter customers from each
other to facilitate balance check. CCDC has implemented real-time



gross DVP settlement and prohibited the bond accounts from overdraft.

Assessment Observed.

Recommenda
-tions

Principle 12: Value Exchange Settlement System

If an FMI settles transactions that involve the settlement of two linked obligations (for
example, securities or foreign exchange transactions), it should eliminate principal risk by
conditioning the final settlement of one obligation upon the final settlement of the other.

Key
Consideration
12.1

An FMI that is an exchange-of-value settlement system should eliminate
principal risk by ensuring that the final settlement of one obligation
occurs if and only if the final settlement of the linked obligation also
occurs, regardless of whether the FMI settles on a gross or net basis and
when finality occurs.

Description

CCDC provides real-time gross DVP settlement to ensure that principal
risk is eliminated from the final settlement. The process is as follows:
CCDC's book-keeping system checks whether the bonds of bond giver is
sufficient on the settlement date designated by both parties. If sufficient,
the system blocks the bonds and generate instant transfer messages,
which will be sent to the payment system. The payment system processes
cash payments of the two parties and feed back to the book-keeping
system in real time. The book-keeping system then completes bond
settlement. If not sufficient, the settlement request will be put in queue
and it will be deemed as failed if the bonds are still insufficient.

According to the Measures for the Administration of Bond Registration
and Depository in the Inter-Bank Bond Market, "cash and bonds blocked
to be used for settlement and relevant collateral involved in this
settlement shall only be used for settlement of this transaction, and shall
not be subject to enforcement action.” Therefore, the blocked assets are
exempt from the claim of a third party".

Conclusion CCDC provides real-time gross DVP settlement to ensure that principal
risk is eliminated from the final settlement and the blocked assets are
exempt from the claim of a third party.

Assessment Observed

Recommendatio
-ns



Principle 13: Participant Default Rules and Procedures

An FMI should have effective and clearly defined rules and procedures to manage a
participant default. These rules and procedures should be designed to ensure that the FMI
can take timely action to contain losses and liquidity pressures and continue to meet its
obligations.

Key
Consideration
13.1

An FMI should have default rules and procedures that enable the FMI to
continue to meet its obligations in the event of a participant default and
that address the replenishment of resources following a default.

Description

CCDC does not provide settlement financing, settlement guarantees, etc.,
or identify default events. CCDC may identify a settlement failure, and
the identification of default shall be determined by the parties according
to relevant agreement, for example, provisions on default and termination
in the NAFMII master agreement.

In accordance with the Rules on Bond Transaction and Settlement of
China Central Depository & Clearing Co., Ltd., the participants shall bear
the corresponding administrative responsibility and civil liability on their
own in violation of laws, administrative regulations, departmental rules
and agreement obligations. Where such violations are serious enough to
constitute a crime, they shall be dealt with by the relevant judicial organ.

For the participant's failure to get persons with job certificates to operate
and process relevant business, disputes between the parties resulted from
settlement failure due to rule-violating operations, untimely publication of
its own information or changes, failed payment of service fees, refusal of
signing the Customer Service Agreement and other behaviors, CCDC will,
based on the circumstances, give oral reminders, written notifications and
written warnings, as well as suspend or terminate services and report to
the PBOC for filing and recording.

For the participant's processing of repo settlement without signing the
master agreement for repos, unauthorized processing of businesses that
are clearly forbidden by competent authorities, processing of agency
settlement business without the approval of competent authorities or
without singing of agency agreement, Type A member's failure to separate
the management of proprietary from agent businesses, and other
behaviors violating the regulations of PBOC, CCDC will refuse or
immediately suspend the processing of relevant business upon
identification, report to the PBOC and cooperate PBOC in the
corresponding processing.

According to the Customer Service Agreement, CCDC shall not be
responsible for the following situations: failed settlement resulted from
impossible performance of settlement obligation due to insufficient
balance (including fund clearing agent banks in this situation) of the bond
account or cash account of the participant or counterparty; delayed or
failed settlement resulted from the lack of necessary elements in the
instructions sent by participants, or failed confirmation of instructions, or



the inconsistence of the electronic signature attached to the instruction
with regulations, or failed confirmation of settlement contracts with some
special requirements; failed settlement resulted from legally competent
authorities' freezing or transfer of bonds in the account.

Key
Consideration
13.2

An FMI should be well prepared to implement its default rules and
procedures, including any appropriate discretionary procedures provided
for in its rules.

Description

CCDC's settlement rules clearly specify the settlement processing
procedures for each transaction in the book-keeping system. In the event
of settlement failure, the book-keeping system will clearly show the
reasons for the failure to both parties, being insufficient bonds or
insufficient funds. CCDC has no discretion for determining the
occurrence of defaults.

According to the People's Bank of China Announcement [2013] No. 12
and other provisions, when settlement fails, CCDC will contact the two
parties of the transaction to learn about the situation in the first time. The
parties to the transaction are obliged to submit a written statement to
CCDC on the next working day, and CCDC shall report to the PBOC on
the second working day.

CCDC assesses the internal default processing plan at least once a year
and reports to the senior management. If the processing rules of failed
settlement need adjustment, CCDC will clarify through regulatory
regulations or business rules after reporting to the PBOC. The current
arrangement took effect in September 2013.

Key
Consideration
13.3

An FMI should publicly disclose key aspects of its default rules and
procedures.

Description

CCDC does not provide settlement financing or settlement guarantee. At
present, CCDC's processing of settlement failure includes issuing a
delivery failure notice, obtaining information and reporting to the
regulatory authorities, and giving risk warnings to the parties. If the
negotiation between the parties to the transaction fails, the court shall
determine the liability for the default and CCDC will implement
according to the judicial judgment.

Key
Consideration
13.4

An FMI should involve its participants and other stakeholders in the
testing and review of the FMI’s default procedures, including any
close-out procedures. Such testing and review should be conducted at
least annually or following material changes to the rules and procedures
to ensure that they are practical and effective.

Description The role of CCDC in default is determined by the rules and regulations of
competent authorities, of which the issuance has sought relevant opinions.



Conclusion CCDC does not provide settlement financing or settlement guarantee. The
relevant agreement of the participants shall identify a default. The role of
CCDC in default is determined by the rules and regulations of competent
authorities, of which the issuance has sought relevant opinions.

Assessment Observed

Recommendatio
-ns

Principle 15: General business risk

An FMI should identify, monitor and manage its general business risk, and hold sufficient
liquid net assets funded by equity to cover potential general business losses so that it can
continue operations and services as a going concern if those losses materialise. Further,
liquid net assets should at all times be sufficient to ensure a recovery or orderly
wind-down of critical operation and services.

Key
Consideration
15.1

An FMI should have robust management and control systems to identify,
monitor and manage general business risks, including losses from poor
execution of business strategy, negative cash flows, or unexpected and
excessively large operating costs.

Description

CCDC attaches great importance to risk management, which is conducted
through a risk management committee, internal audit, external audit,
board of supervisors, a risk management group and other mechanisms.
General business risks refer to those caused by corporate management and
operations, which are not related to customers' settlement failure. They
include: technical and operational risk (see Principle 17 for detailed
description of related control); reputation risk, which is controlled through
public opinion monitoring, media exchange plan and other methods;
business risk, which is assessed dynamically through strategic planning
and general managers' meeting; ethical risk, which is controlled through
vocational education, authorization and review mechanism, internal audit
and other methods; financial risk, which is assessed and checked regularly
by the financial department; compliance risk, which is assessed and
managed by the Legal Affairs & Compliance Department.

Key
Consideration
15.2

An FMI should hold liquid net assets funded by equity (such as
common stock, disclosed reserves or other retained earnings) so that it can
continue operations and services as a going concern if it incurs general
business losses. The amount of liquid net assets funded by equity an FMI
should hold should be determined by its general business risk profile and
the length of time required to achieve a recovery or orderly wind-down, as
appropriate, of its critical operations and services if such action is taken.

Description CCDC has a sufficient capital of RMB 5 billion and holds sufficient cash



to ensure sustainable operations and services.

CCDC evaluates its liquid net assets on a quarterly basis and is
recognized by the competent authorities to meet the requirement of
sustainable operation.

Key
Consideration
15.3

An FMI should maintain a viable recovery or orderly wind-down plan and
should hold sufficient liquid net assets funded by equity to implement this
plan. At a minimum, an FMI should hold liquid net assets funded by
equity equal to at least six months of current operating expenses. These
assets are in addition to resources held to cover participant defaults or
other risks covered under the financial resources principles. However,
equity held under international risk-based capital standards can be
included where relevant and appropriate to avoid duplicate capital
requirements.

Description

CCDC has a business recovery plan and an emergency operation plan,
with event occurrence factors, personnel deployment, organization and
coordination, processing methods and other factors taken into
consideration.

CCDC determines the adequacy of liquid assets based on the likelihood of
general business risk, and the liquid net assets funded by equity held are
far greater than the current operating costs for six months.

Key
Consideration
15.4

Assets held to cover general business risk should be of high quality and
sufficiently liquid in order to allow the FMI to meet its current and
projected operating expenses under a range of scenarios, including in
adverse market conditions.

Description

CCDC's liquid net assets are mainly in the form of cash deposited in
systemically important banks and can meet the current and projected
operating expenses in adverse market conditions.

The Accounting Department conducts regular assessment of CCDC’s
liquid net assets with the principles of simple structure and high liquidity.

Key
Consideration
15.5

An FMI should maintain a viable plan for raising additional equity should
its equity fall close to or below the amount needed. This plan should be
approved by the board of directors and updated regularly.

Description
CCDC has no plan to raise equity. If it needs to do so, such plan should be
proposed by the Accounting Department to be decided by the leadership
and reported to the Ministry of Finance for approval.

Conclusion CCDC attaches great importance to general business risk, and carries out
risk management through a risk management committee, internal audit,
external audit, board of supervisors, a risk management group and other
mechanisms. CCDC has adequate equity and the amount of liquid net
assets is much larger than the current operating costs for six months. Such



assets are mainly in the form of cash deposited in systemically important
banks and can meet the current and projected operating expenses in
adverse market conditions.

Assessment Observed

Recommendatio
-ns

Principle 16: Custody and Investment Risk

An FMI should safeguard its own and its participants’ assets and minimize the risk of loss

on and delay in access to these assets. An FMI’s investments should be in instruments

with minimal credit, market and liquidity risks.

Key
Consideration
16.1

An FMI should hold its own and its participants’ assets at supervised
and regulated entities that have robust accounting practices, safekeeping
procedures and internal controls that fully protect these assets.

Description

CCDC’s own funds are deposited at domestic systemically important
national banks. The standards to select custodians include: subjecting to
the management of national regulatory authorities; good credibility; no
bad records or news.

When participating in overseas settlement on behalf of its customer,
CCDC will select an overseas custodian for the assets. The standards to
select such custodians include: subjecting to the management of
regulatory authorities; good credibility; experienced in business
implementation; and sufficient information disclosure.

CCDC regularly checks the financial statements of custodian banks, and
get acquainted with the specific internal control processes and custody
procedures of custodian banks.

Key
Consideration
16.2

An FMI should have prompt access to its assets and the assets provided
by participants, when required.



Description

CCDC has prompt access to its own funds. Assets related to
cross-border settlement are in the accounts opened in the name of
CCDC with explicit relevant arrangements and agreements, and the
overseas custodians are required to provide regular reconciliation
statements.

Key
Consideration
16.3

An FMI should evaluate and understand its exposures to its custodian
banks, taking in account the full scope of its relationships with each.

Description

CCDC has selected multiple custodian banks to disperse its risk
exposures to each. Credit risk and risk exposure concentration are
subject to regular assessment.

Key
Consideration
16.4

An FMI’s investment strategy should be consistent with its overall risk
management strategy and fully disclosed to its participants, and
investments should be secured by, or be claims on, high-quality
obligators. These investments should allow for quick liquidation with
little, if any, adverse price effect.

Description

CCDC has declared to implement a prudent investment strategy, which
is consistent with its overall risk management strategy, aiming at returns
on the basis of securing the capital.

CCDC’s investments have no price risk, and can be sold promptly.
Relevant investments are ensured to comply with regulatory
requirements and the financial expenditure is controllable, posing no
risk to CCDC’s financial soundness or cash flows. CCDC also discloses
its financial activities to the Ministry of Finance.

Conclusion CCDC’s own funds and overseas assets under custody are deposited in
regulated and creditworthy domestic and overseas banks with
sufficient information disclosure. Relevant assets can be accessed
promptly and are deposited at multiple custodian banks. CCDC has a
prudent investment strategy consistent with its overall risk management
strategy.

Assessment Observed.



Recommendati
-ons

Principle 17: Operational risk

An FMI should identify the plausible sources of operational risk, both internal and
external, and mitigate their impact through the use of appropriate systems, policies,
procedures, and controls. Systems should be designed to ensure a high degree of security
and operational reliability and should have adequate, scalable capacity. Business
continuity management should aim for timely recovery of operations and fulfilment of
the FMI’s obligations, including in the event of a wide-scale or major disruption.

Key
Consideration

17.1

An FMI should establish a robust operational risk-management
framework with appropriate systems, policies, procedures, and controls
to identify, monitor, and manage operational risks.

Description

CCDC has established a robust operational risk-management
framework, which has become the core component in the
comprehensive risk management framework. In the framework,
operational risk is identified and assessed by the combined means of
first-line identification, overall assessment and professional assessment.
First-line identification refers to various business and technical
departments carry out risk assessment and regular review and summary,
and update risk points in accordance with their respective functions
before update of business process and launching of new systems; overall
assessment refers to risk management department carries out risk audit
regularly on various departments, summarize and assess main
operational risks, and make centralized revisions to the risk management
manual; professional assessment refers to it employs an authoritative
third party to carry out special inspections or audits, e.g., annual
financial audit, information security assessment, and information
security professional technical assessment.

So far, the operational risks identified and confirmed by CCDC include:
First, internal risks, including: the types related to technical systems,
such as system hardware fault and software fault; the types related to
business procedures, such as lack of policies and mistake of human
operation; the types related to personnel, such as loss of personnel in
key posts, internal unauthorized access and internal leakage. Second,
external risks, including: the type related to technical systems, such as
power and network disruptions, network attacks, failure of payment
systems and trading systems, faults of CA system, external unauthorized
access, and force majeure endangering data center; the type related to
business procedures, such as regulatory policy changes and operation
process changes; the type related to personnel, such as outsourcing



service personnel leaking secrets and personnel changes in outsourcing
services.

For the risks related to technical systems, CCDC has introduced
software quality control tools and processes; established centralized
demand control system; introduced third party professional testing;
established distribution network and contingency plans; established the
overall monitoring system and operation and maintenance support
system taking the 360 operation and maintenance monitor system as the
core for identification, monitoring and management of operational risk;
forming the structure that features “Two Locations & Three Centers”;
and applied hot standby or cluster deployment for key equipment;

For internal procedure risks, CCDC has prepared the Manual on
Business Operation and Risk Management, and assessed and revised it
on an annual basis; prepared and issued the Cases for Contingency
Management; set the business authorization system; and specified the
technical and risk management requirements for the customers in
Customer Service Agreement.

For personnel risks, CCDC has cultivated employee loyalty through
strict screening of staff, reasonable compensation system and enterprise
culture construction. By means such as employee training, signing
confidentiality agreement with employees and letter of responsibility for
honest work, it guards against fraud from professional ethics; through
refining position operation procedures, developing risk management
manual and applying double check system in business operations, it
guards against fraud from the operational level. CCDC has agreed to
strict confidentiality clauses with outsourcing agencies, and formulated
the work system for outsourcing service personnel.

The systems, regulations and procedures of CCDC have made full
reference to international standards such as ITIL and ISO27001, strictly
implemented national standards such as information security and
classified protection, and observed the principles and requirements of
international standards on securities settlement since 2001.

Key
Consideration

17.2

An FMI’s board of directors should clearly define the roles and
responsibilities for addressing operational risk and should endorse the
FMI’s operational risk-management framework. Systems, operational
policies, procedures, and controls should be reviewed, audited, and
tested periodically and after significant changes.



Description

CCDC established an operational risk management group to be in
charge of overall planning of CCDC’s operational risk management
framework under the leadership of risk management committee, and of
release and regular revision of the Manual on Business Operation and
Risk Management. In 2014, CCDC established the information
technology committee which guides and supervises emergency response
efforts.The integrated IT management has been comprehensively
promoted, and, under the leadership of risk management committee, the
process system been optimized and the IT risk management framework
been streamlined through software quality management, data
management, and information and system security operation and
maintenance management. Internal audit team carries out special audits
to operational risk management every year, and CCDC’s technical
system keeps the operating records and system logs available for audits.

CCDC carries out self-inspection and external inspection on information
system security level every year, and employs professional institutions
to test the information system security technology on an irregular basis.
CCDC accepts the inspection and assessment on its operation work
(including risk management) conducted by regulators every year, and at
least one external audit every year. CCDC carries out external
inspection and assessment in strict accordance with the requirements
related to the information security classified protection system. The
results of external assessment and audits are important reference for
CCDC to revise and improve the operational risk management
framework.

Key
Consideration
17.3

An FMI should have clearly defined operational reliability objectives
and should have policies in place that are designed to achieve those
objectives.

Description

CCDC plays the roles of central securities depository (CSD) and
securities settlement system (SSS), and provides main services through
ChinaBond Integrated Business System. The transactions handled by the
bond system feature large amount and complex business logic, so the
system operation indicators aim at meeting the business demands and
have definite requirements on the system handling volume of
transactions, transaction response time and so on. The system service
hours are 9:00-17:00 in work days, and system overall availability is
99.99%.

The application software of the System is designed to incorporate
performance indicators into the operation and maintenance demands,
give full consideration in architecture design and service design, and
inspect the degree of compliance of with the indicators through
performance tests. In term of deployment of production system, the
service servers apply cluster deployment and dynamic load balancing,
and host platform resources can be allocated dynamically to support the



realization of operational indicators.

Refer to the Key consideration 17.1 for the regulations for assuring the
operational reliability objective.

Key
Consideration

17.4

An FMI should ensure that it has scalable capacity adequate to handle
increasing stress volumes and to achieve its service-level objectives.

Description

CCDC has preliminarily established the strategic layout of “Two
Locations & Three Centers”, the infrastructure, network, and hardware
of local production center and backup center in the same city apply
equal configurations, remote disaster recovery center meets the basic
configuration requirements of key business process system, and the
handling capacity of various data centers is laterally extended. The
application servers and front servers apply cluster deployment, and
redundant hardware resources are configured to deal with the increase in
business volume. Experts are employed to assess the system
extensibility in the case of crucial projects. In the link of testing,
application systems are arranged with performance tests. In the link of
actual operation, the 360 monitoring system is applied to carry out
real-time monitoring on the use of system resources.

On the basis of the above-mentioned strategies and plans, CCDC
ensures that no overload will occur to the operation capability.

Key
Consideration

17.5

An FMI should have comprehensive physical and information security
policies that address all potential vulnerabilities and threats.

Description

By reference to international standards including ISO/IEC 20000,
ISO27001, ISO27002, and domestic standards including Information
Security Technology - Baseline for Classified Protection of Information
System Security (GB/T 22239-2008), Information Security Technology
- Classification Guide for Classified Protection of Information System
(GB/T22240-2008), Implementation Guide for Classified Protection of
Information System in Financial Industry (JR/T 0071-2012), Testing and
Assessment Guide for Classified Protection of Information System in
Financial Industry (JR/T 0072-2012), Testing and Assessment Service
Security Guide for Classified Protection of Information System in
Financial Industry (JR/T 0073-2012), CCDC has formulated a series of
information security and physical security management policies
including Management Measures for Information Security, Regional
Management Regulations for Data Centers, Computer Room Safety
Management System, Equipment Safety Management System and
Storage Medium Management System, and regular inspections have



been conducted. In 2014, CCDC initiated the special governance work
on information and system security operation and maintenance, and
established brand new information security management system and
operation and maintenance system.

CCDC is provided with self-contained daily monitoring and early
warning mechanism. CCDC has established a monitoring system
covering the three data centers; and deployed firewalls, IPS (intrusion
prevention system) and IDP (intrusion detection equipment) to guard
against cyber attacks.

CCDC’s data centers are constructed by reference to TIA942 - Data
Center Cabling Standard. Real-time backup of production data are
provided across the three centers. The access to the database is strictly
controlled by business authorization.

In light of remote data transmission, CCDC encrypts client access by
adopting CA certificates issued by China Financial Certification
Authority (CFCA) combined with SSL security protocol to ensure the
integrity and non-repudiation of message signatures, and adopts test key
server to encrypt the payment system interface to ensure data
confidentiality and integrity of key system interconnection.

Key
Consideration

17.6

An FMI should have a business continuity plan that addresses events
posing a significant risk of disrupting operations, including events that
could cause a wide-scale or major disruption. The plan should
incorporate the use of a secondary site and should be designed to ensure
that critical information technology (IT) systems can resume operations
within two hours following disruptive events. The plan should be
designed to enable the FMI to complete settlement by the end of the day
of the disruption, even in case of extreme circumstances. The FMI
should regularly test these arrangements.

Description

CCDC’s business continuity plan is mainly composed of the Manual on
Business Operation and Risk Management and the Disposal Plan of
ChinaBond Integrated Business System for Unexpected Events.

Legal Affairs & Compliance Department regularly organizes the
revision of the Manual on Business Operation and Risk Management.
The information technology committee regularly reviews contingency
plans. The operating specifications and contingency plans for each
department are reviewed annually, and adjusted accordingly in
accordance with the latest business development to ensure the timeliness
and operability. Contingency procedure is formulated simultaneously as
a new business system is launched.

The Disposal Plan of ChinaBond Integrated Business System for
Unexpected Events includes four levels: (1) data reporting and response
upon unexpected events; (2) consultation, assessment and information
disclosure on unexpected events; (3) contingency response to
unexpected events; and (4) conclusion of unexpected event disposal



work. It describes the key nodes in the contingency response work of
unexpected events, and comprehensively reflects the business continuity
objectives, policies and procedures.

CCDC has regularly organized switch drills targeting ChinaBond
Integrated Business System since 2003. The content of such drill
includes switching operation of remote disaster recovery, switching of
main data center backup system, switching of backup center in the same
city, network switching, switching of contingency power supply, and
etc. Besides internal departments of CCDC, market participants,
regulatory agencies, and other FMIs such as central bank payment
system and China Foreign Exchange Trade System also join the drills.

Through the above-mentioned measures, in accordance with the
operation reliability requirement specified in the Guidelines for the
Business Continuity Supervision of Commercial Banks issued by
CBRC, CCDC realizes the recovery time objective (RTO) of key
services no longer than 2 hours, and the recovery point objective (RPO)
of key services no longer than half an hour.

Key
Consideration

17.7

An FMI should identify, monitor, and manage the risks that key
participants, other FMIs, and service and utility providers might pose to
its operations. In addition, an FMI should identify, monitor, and manage
the risks its operations might pose to other FMIs.

Description

CCDC’s key participants, other FMIs, service providers and public
utility units include China National Clearing Center that operates the
central bank's Large Value Payment System, China Foreign Exchange
Trade System that operate the transaction database in the inter-bank
market, telecom operators, and electric power suppliers. The risks
originated from the above-mentioned institutions belong to external
risks as described in the Key consideration 17.1, and mainly include:
failure of DVP settlement caused by payment system failure;
interruption of external communication of data centers; and failure of
electric power supply. CCDC has no outsourcing of key business
services.

The main risks to other FMIs caused by CCDC’s own operation mainly
include: failure of pledge financing in payment system caused by
CCDC’s system faults or operation errors.

In order to identify, monitor and manage the above-mentioned risks,
CCDC has taken the following measures:

I. The bond integrated business system operated by CCDC has realized
efficient, secure and reliable system interconnection with the High
Value Payment System of the central bank, and realized straight-through
processing of transactions via the interface with inter-bank bond trading
system. CCDC has signed a joint operation protocol with China
National Clearing Center: to hold liaison meetings regularly, study and



assess the mutual risks brought by launching of new systems and
changes in business rules, and carry out joint switching drills as
required. CCDC has also established a similar liaison mechanism with
China Foreign Exchange Trade System.

II. The communication access to all of CCDC’s data centers has
equipped with dual line backup; and external power supply features two
circuit feeding. CCDC carries out drills of line switching and
contingency power generation every year.

CCDC provides real-time monitoring via its 360 monitoring platform on
the operation condition of the bond group integrated business system
and the operation condition of interfaces with other FMIs, and monitor
business exceptions on a real-time basis via its business monitoring
system.

Conclusion CCDC has formulated and implemented corresponding policies and
procedures from the levels of system, business process, personnel
management and external events to identify, monitor and manage
operational risk. CCDC’s systems, regulations and procedures related to
operational risk are complete, and full consideration have been given to
both domestic and international standards. Under the leadership of the
risk management committee, the operational risk management group is
responsible for overall planning and continuous improvement the design
of CCDC’s operational risk management framework; Information
Technology Committee is responsible for organizing the identification,
inspection and assessment of technical system risks. CCDC strictly
abides by the operation reliability requirements of regulatory agencies,
and has realized the strategic layout of Two Locations & Three Centers
to ensure lateral extendibility of all systems. CCDC has established a
complete monitoring system covering all the three data centers, the
backup data center is able to realize system recovery objectives with
RTO shorter than 2 hours, and has gradually formed the three-tier
operation and maintenance support system centering around the 360
hotline. CCDC has established sound business continuity plan and
contingency plans. It has built liaison mechanisms and joint contingency
response mechanisms with FMIs such as the central bank’s payment
system, carried out internal switching tests and drills regularly, and
arranged joint contingency drills on an irregular basis. CCDC is able to
identify, monitor and manage its own risks and external risks related to
participants and other infrastructure.

Assessment Observed

Recommendati
-ons



Principle 18: Access and Participation Requirements

An FMI should have objective, risk-based, and publicly disclosed criteria for
participation, which permit fair and open access.

Key
Consideration

18.1

An FMI should allow for fair and open access to its services, including
by direct and, where relevant, indirect participants and other FMIs,
based on reasonable risk-related participation requirements.

Description

CCDC provides fair and open access standards for participants. Any
institution that meets the regulations of PBOC on market access,
performs relevant approval or filing procedures, makes system access
preparation and carries out trainings to operators, and abides by the
business rules of CCDC and signs service agreements, they can become
a settlement participant of CCDC.

Depending on different qualification and mode to participate in bond
settlement, settlement participants can be divided into Type-A
participants, Type-B participants and Type-C participants. The
settlement participants that can handle proprietary bond settlement and
agency bond settlement business are Type-A participants, and Type-A
participants shall obtain the qualification of settlement agent approved
by PBOC; the settlement participants that can only handle proprietary
bond settlement are Type-B participants; and the participants whose
settlement shall be entrusted to Type-A participants are Type-C
participants. The participants in all the three classes are CCDC’s direct
participants. By the end of 2016, CCDC has 117 Type-A participants,
14,247 Type-B participants and 936 Type-C participants.

Key
Consideration

18.2

An FMI’s participation requirements should be justified in terms of the
safety and efficiency of the FMI and the markets it serves, be tailored to
and commensurate with the FMI’s specific risks, and be publicly
disclosed. Subject to maintaining acceptable risk control standards, an
FMI should endeavour to set requirements that have the least-restrictive
impact on access that circumstances permit.



Description

The access requirements of CCDC to settlement participants are mainly
based on the rules set by regulators, supplemented by the requirements
on technical system and personnel operation qualification. The
participation requirements specified by regulators are formulated
according to the industry and risk characteristics of various institutions
aiming at security, efficiency and other public interest objectives.

The access-related regulations of regulators and CCDC’s rules related to
access are published on the websites. For Type-A, Type-B and Type-C
participants, the access standards for each class of participants are
identical. Moreover, relevant regulators are in charge of reviewing the
implementation of access requirements.

Key
Consideration

18.3

An FMI should monitor compliance with its participation requirements
on an ongoing basis and have clearly defined and publicly disclosed
procedures for facilitating the suspension and orderly exit of a
participant that breaches, or no longer meets, the participation
requirements.

Description

CCDC is authorized to conduct first-line monitoring of participants’
activities. CCDC’s business rules have been publicly disclosed, and it is
explicitly specified that, for any violation of a participant, CCDC will
ascertain the actual conditions, provide oral reminders, written cautions
and written warnings according to the seriousness of cases, suspend or
terminate the services, and report to PBOC.

Conclusion CCDC has formulated and published the access requirements of
participants according to the requirements of regulators. Relevant
institutions, as long as meeting the relevant requirements of PBOC,
committing to abide by CCDC’s business rules and signing service
agreements, can become settlement participants of CCDC. According to
authorizations, CCDC provides first-line monitoring to the participants’
activities in coordination with PBOC, and suspend the operations or
cancel related accounts as required by PBOC.

Assessment Observed

Recommendati
-ons

Principle 19: Tiered Participation Arrangements

An FMI should identify, monitor, and manage the material risks to the FMI arising from
tiered participation arrangements.



Key
Consideration

19.1

An FMI should ensure that its rules, procedures, and agreements allow it
to gather basic information about indirect participation in order to
identify, monitor, and manage any material risks to the FMI arising from
such tiered participation arrangements.

Description

Type-A, Type-B and Type-C participants of CCDC are all direct
participants. In the case of OTC business of a commercial bank, the
commercial bank opens a general agent account at CCDC, OTC
customers open their accounts at the commercial bank as indirect
participants, and there are no direct legal relations between CCDC and
OTC customers. (The relation between CCDC and CSDC, as a
sub-custodian for treasury bond and enterprise bond, is a sort of relation
between FMIs, please refer to Principle 20.)

The methods for collecting basic information of indirect participants: in
the case of OTC business of commercial banks, the banks send
secondary customer information to CCDC; for transactions on
exchange, it is not required at present.

The main risk generated from arrangement of tiered participation is the
commercial banks engaged in OTC business may misappropriate
customer bond assets and cause reputational risk to CCDC. Customers
can inquire about their accounts to CCDC via telephone voice system.
No risk events have occurred so far due to this arrangement.

Key
Consideration

19.2

An FMI should identify material dependencies between direct and
indirect participants that might affect the FMI.

Description
For commercial bank OTC participants, real-name account registration
system and see-through arrangement are adopted, and segregated
accounts are opened.



Key
Consideration

19.3

An FMI should identify indirect participants responsible for a significant
proportion of transactions processed by the FMI and indirect
participants whose transaction volumes or values are large relative to the
capacity of the direct participants through which they access the FMI in
order to manage the risks arising from these transactions.

Description
CCDC is able to identify bond holding information of indirect
participants. However, CCDC has no direct legal relations with indirect
participants.

Key
Consideration

19.4

An FMI should regularly review risks arising from tiered participation
arrangements and should take mitigating action when appropriate.

Description

At present the tiered participation arrangement is made by regulators
according to relevant laws and regulations, and dynamic assessment is
conducted according to market development.

Since the main body adopted centralized depository, the current tiered
participation arrangement doesn’t generate material risks to CCDC, so
no risk mitigation measures are needed.

Conclusion The main body of CCDC adopted centralized depository, and CCDC has
no direct legal relations with indirect participants, so the current tiered
participation arrangement doesn’t generate material risks.

CCDC is involved in tiered participation arrangement in the OTC
market of commercial banks. Under this arrangement, CCDC collects
the basic information of related indirect participant, adopts real-name
account registration system, and provide inquiry services such as via
telephone voice system so as to identify, monitor and manage any
material risk generated from tiered participation arrangement.

Assessment Observed

Recommendati
-ons

Principle 20: FMI links

An FMI that established a link with one or more FMIs should identify, monitor and
manage link-related risks.

Key Before entering into a link arrangement and on an ongoing basis once



Consideration
20.1

the link is established, an FMI should identify, monitor and manage all
potential sources of risk arising from the link arrangement. Link
arrangements should be designed such that each FMI is able to observe
the other principles in this report.

Description

Domestically, CCDC’s business system is directly connected with the
central bank’s payment system and CSDC. Overseas, CCDC signed
cross-border business agreements respectively with CMU Hong Kong
and Clearstream, but no business has ever occurred.

Link-related risks are identified by the risk management group under the
risk management committee. Before the link arrangement, the two
parties evaluate each other's credit, obtain approval from regulatory
authorities, and enter into an agreement to specify rights and obligations.
On an ongoing basis after the link is established, the two parties conduct
follow-up assessment, reconcile the accounts in a timely manner, and,
can revise or terminate the agreement in the case that any of the
agreement stipulations is not satisfied.

Key
Consideration
20.2

A link should have a well-founded legal basis, in all relevant
jurisdictions, that supports its design and provides adequate protection to
the FMIs involved in the link.

Description

The legal basis for CCDC’s link with o CSDC and the central bank’s
payment system is the Chinese laws.

CCDC has established links with CMU Hong Kong and Clearstream,
but no business has ever occurred. According to the agreements, CCDC
is their participant, who should abide by their business rules and local
laws.

Before establishing a link, CCDC will analyze the legal risk involved in
relevant jurisdictions, and obtain authorization from the regulatory
authorities. CCDC has also formulated clear and intelligible business
rules, which are consistent with the legal framework, for customers,
providing a high degree of legal certainty. It also formulated business
agreements to specify rights and obligations with reference to relevant
industrial standards and market agreements.

Key
Consideration
20.3

Linked CSDs should measure, monitor and manage the credit and
liquidity risks arising from each other. Any credit extensions between
CSDs should be covered fully with high-quality collateral and be subject
to limits.



Description

CCDC has neither actual business nor lines of credit with linked CSDs.
The link between CCDC and CSDC only involves custodian transfer,
without any liquidity risk or credit risk. For the links between CCDC
and CMU Hong Kong / Clearstream, the customer settlement funds are
prepaid, the bonds cannot be overdrawn, and there has been no actual
business so far, thus having no credit risk or liquidity risk.

Key
Consideration
20.4

Provisional transfers of securities between linked CSDs should be
prohibited or, at a minimum, the re-transfer of provisionally transferred
securities should be prohibited prior to the transfer becoming final.

Description Provisional transfers of securities are not allowed in existing links.

Key
Consideration
20.5

An investor CSD should only establish a link with an issuer CSD if the
arrangement provides a high level of protection for the rights of the
investor CSD’s participants.

Description

In the link arrangements with CMU and Clearstream, CCDC is an
investor CSD. It ensures that the rights and interests are protected with a
high level by entering into legal agreements with the counterpart CSD,
and opening segregated accounts for participants.

Key
Consideration
20.6

An investor CSD that uses an intermediary to operate a link with an
issuer CSD should measure, monitor and manage the additional risks
(including custody, credit, legal and operational risks) arising from the
use of the intermediary.

Description Not applicable.

Conclusion Link-related risks are identified by the risk management group under the
risk management committee. Before the link arrangement, CCDC
evaluates the other party’s credit, obtains approval from regulatory
authorities, and enters into an agreement to specify rights and
obligations. On an ongoing basis after the link is established, CCDC
conducts follow-up assessment, reconciles the accounts in a timely
manner, and, can revise or terminate the agreement in the case that any
of the agreement stipulations is not satisfied. CCDC has not carried
out any actual cross-border business via its CSD links.

Assessment Observed.



Recommendati
-ons

Principle 21: Efficiency and Effectiveness

An FMI should be efficient and effective in meeting the requirements of its participants
and the markets it serves.

Key
Consideration
21.1

An FMI should be designed to meet the needs of its participants and the
markets it serves, in particular, with regard to choice of a clearing and
settlement arrangement; operating structure; scope of products cleared,
settled, or recorded; and use of technology and procedures.

Description

China Central Depository & Clearing Co.,Ltd.(CCDC), as a financial
market infrastructure(FMI), has fully considered the demands of
participants and market in all aspects of its business arrangements:
CCDC has fully realized dematerialization , opened direct holding
accounts for participants, provided account inquiry service and ensure
the security of customers’ assets; it adopts DVP settlement mechanism
using central bank money to ensure the safety, efficiency and
convenience of participant bond settlement; it provides services such as
collateral management and security lending to assist participants with
liquidity management; it provides three clients terminals(direct, desktop
and online) to meet demands of different customers; it provides
information products such as ChinaBond valuation; it publishes a
professional journal “ChinaBond”, and provides training service to help
participants enhance professionalism and investment level; it carries out
regular customer-oriented services to ensure customer satisfaction.

CCDC practices thrift and controls its costs while improves system and
service performance, enhance its cost efficiency. CCDC’s charge
maintain in low level , and the average rate tends to decrease.

CCDC always earnestly listens to and collects the demands and opinions
from participants and other users by means of customer service hotline,
GM mail box, roadshows and customer visits, , and makes active
response and feedback.

Key
Consideration

21.2

An FMI should have clearly defined goals and objectives that are
measurable and achievable, such as in the areas of minimum service
levels, risk-management expectations, and business priorities.



Description

The mission of CCDC is to provide safe, efficient and professional
services to China’s financial market and realize its goals as: leading in
business functions - comprehensiveness of business, diversity of
functions and scale of development meet or exceed the recommended
international standards of the securities industry; leading in technology
systems - applying advanced and mature IT Technology, building safe,
efficient and low-cost systems, meeting or exceeding the technical
standards of the industry; leading in quality of service - achieving
excellent grades and growing steadily in terms of customer satisfaction,
brand awareness, and market reputation.

CCDC formulates its five-year development plan, and makes annual
summary and working plan to specify measurable and realizable
objectives. CCDC conducts internal assessment and evaluation of the
completion of objectives and tasks every year, and reports the result to
the competent departments.

Key
Consideration

21.3

An FMI should have established mechanisms for the regular review of
its efficiency and effectiveness.

Description

CCDC evaluates its effectiveness and effectiveness internally at least
one time a year, earnestly considers the opinions and suggestions from
participants, and accepts the assessment inspections conducted by
regulatory agencies.

Conclusion China Central Depository & Clearing Co.,Ltd.(CCDC) has fully
considered the demands of participants and market in all of its business
arrangements, e.g., comprehensive realization of securities business
dematerialization , opening direct holding accounts, adopting the DVP
settlement mechanism using central bank money, providing collateral
management, security lending, and ChinaBond valuation. CCDC
continuously improves the performance of systems and services, the cost
efficiency, and actively responds to the demands and opinions from
participants and other users. CCDC takes the mission of providing safe,
efficiency and professional basic services to China’s financial market,
regularly assesses and evaluates its development plan, business plan,
and efficiency and effectiveness mechanism.

Assessment Observed

Recommendati
-ons



Principle 22: Communication procedures and standards

An FMI should use, or at a minimum accommodate, relevant internationally accepted
communication procedures and standards in order to facilitate efficient payment, clearing,
settlement, and recording.

Key
Consideration
22.1

An FMI should use, or at a minimum accommodate, internationally
accepted communication procedures and standards.

Description

CCDC provides client terminal and direct connect interface for
participants’ access the operation of ChinaBond Integrated Operation
Platform (CIOP). Client terminal requires customers to operate only at
the terminals of the Company. Direct connect interface supports two
message standards, one is the message generated by single commands
based on ISO20022; the other is batch data downloading applying
internationally accepted XML standard format.

In term of standard data, the bond codes are defined by CCDC, and
taken as standard codes in the domestic market, in addition, CCDC also
defines corresponding ISIN codes.

In DVP operations, CCDC applies the payment messages defined by the
PBOC to communicate with the payment system, and the
communication procedures are realized based on MQ communication
middleware.

CCDC’s communication applications are realized via TCP/IP.

Conclusion CCDC provides the interfaces compatible with ISO20022 standard
messages for customers, and applies internationally accepted XML
standard format in batch data downloading. Bond codes are defined by
ISIN codes. In DVP operations, CCDC applies the payment messages
defined by PBOC.

Assessment Observed

Recommendati
-ons



Principle 23: Disclosure of rules, key procedures and market data

An FMI should have clear and comprehensive rules and procedures and should provide
sufficient information to enable participants to have an accurate understanding of the
risks, fees, and other material costs they incur by participating in the FMI. All relevant
rules and key procedures should be publicly disclosed.

Key
Consideration
23.1

An FMI should adopt clear and comprehensive rules and procedures that
are fully disclosed to participants. Relevant rules and key procedures
should also be publicly disclosed.

Description

The rules and procedures of CCDC are formulated in accordance with
relevant national laws and regulations and the rules of regulatory
agencies, and they form a complete set of systems consisting of rules,
guidelines and agreements. The rules and procedures are officially
disclosed via CCDC’s official website (www.chinabond.com.cn).
CCDC’s business rules and procedures are formulated with adequate
basis, and fully covering all related aspects.

In the case of unconventional events, CCDC may extend the system
running time as required. In the case of temporary interruption of
business handling due to faults in book-entry system, CCDC will initiate
the contingency response plan of settlement business.

In accordance with the Management Measures for Bond Registration,
Custody and Settlement in Inter-bank Bond Market, the formulation and
revision of CCDC’s Articles of Association, and the formulation and
revision of internal control system, risk management system, business
rules and contingency plans shall be reported to PBOC for approval;
CCDC shall publicly disclose the fee schedule related to bond
registration, depository and settlement business. As CCDC is
formulating or adjusting fee schedule, it shall adequately consult with
the market association, bond issuers and bond holders, and report to
PBOC.

CCDC discloses relevant rules and key procedures to the public via its
official website.

Key
Consideration
23.2

An FMI should disclose clear descriptions of the system’s design and
operations, as well as the FMI’s and participants’ rights and obligations,
so that participants can assess the risks they would incur by participating
in the FMI.



Description

CCDC discloses the system design and operational information such as
the introduction of bond market, laws and regulations, business rules,
business agreements, business operation guidelines, and data indicators
via its official website.

CCDC discloses the discretionary power of major decisions that directly
affect the system operation to the market participants via its official
website and the self-operated system.

CCDC assists the participants to understand the market risk by
disclosing rules, agreements, and disclosure framework via its official
website.

Key
Consideration
23.3

An FMI should provide all necessary and appropriate documentation
and training to facilitate participants’ understanding of the FMI’s rules
and procedures and the risks they face from participating in the FMI.

Description

CCDC enhances the understanding of participants on its rules,
procedures and the risks they may face by means such as information
disclosure on its official website, opening training courses, and customer
service via telephone counseling.

Participating in training and obtaining relevant qualification certificates
are the prerequisites for participants to carry out business operations.
CCDC may also assess whether it is helpful to participants by releasing
questionnaires on its official website and in relevant training courses.

For individual participants that lack understanding of participation risks,
CCDC may take measures such as communication, training and
instructions as appropriate.

Key
Consideration
23.4

An FMI should publicly disclose its fees at the level of individual
services it offers as well as its policies on any available discounts. The
FMI should provide clear descriptions of priced services for
comparability purposes.

Description

CCDC has detailed descriptions on priced services. CCDC discloses its
fees at the level of individual services and policies on available
discounts. The service fees are set according to the current charging
standards of other domestic trading venues, and by reference to the same
industry standards abroad. Customers can make horizontal comparisons
on this basis.

For any change in services or fees, CCDC discloses it via its official
website and the integrated business platform, or sending SMS



notifications if necessary. CCDC will disclose technical, communication
procedures information, or any other factor that may affect the cost.
CCDC may also take some specified questions.

Key
Consideration
23.5

An FMI should complete regularly and disclose publicly responses to
the CPSS-IOSCO Disclosure framework for financial market
infrastructures. An FMI also should, at a minimum, disclose basic data
on transaction volumes and values.

Description

This is the first time that CCDC completes and publicly discloses its
response to the CPSS-IOSCO Disclosure framework of financial market
infrastructures. CCDC will update it on an annual basis according to the
major changes in its own situation and external environment.

CCDC has made the following disclosure to the public: real-time or
period-specific inquiry on settlement data, monthly statistics report,
business ranking issued monthly, and treasury bond yield curve issued
daily.

CCDC also discloses its own dynamic information, participant-related
information, issuer information, important announcements and notices
of regulators, training information, and research articles etc.

CCDC discloses information to the public via its official website and
public media; the disclosed texts are mainly in Chinese, and reference
texts in English are provided in the case of important business
agreements.

Conclusion The rules, procedures, guidelines and agreements of CCDC are
formulated in accordance with relevant national laws and regulations,
and the rules of regulators. CCDC discloses the rules, procedures,
system design and operational information, and discretionary power of
important decisions etc. on its official website, assisting the participants
in understanding market risk. CCDC also opens training courses and
provides customer service via telephone counseling to enhance the
participants’ understanding of risks. CCDC publicly discloses the
charging standard of its service fees, the changes (if any), and other
factors that possibly affect the cost via its official website. CCDC
discloses the settlement data, monthly statistics report, business ranking,
treasury bond yield curve and other information to the public, as well as
its own dynamic information, participant information, issuer
information, announcements of regulators and so on.

Assessment Observed



Recommendati
-ons
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