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CCASS OPERATIONAL PROCEDURES

Section 10

Exchange Trades – CNS System

10.8
LATE DELIVERY: BUY-IN 

10.8.3
Exemption from Buy-in 

HKSCC may grant an exemption from a Buy-in on behalf of a short Clearing Participant on T+3 if such Participant is able to provide HKSCC with satisfactory evidence in accordance with Section 10.8.4 that a ground for exemption as set out below applies:  

(i)
the Participant applying for exemption or the delivering Participant has made a deposit of sufficient Eligible Securities into the CCASS Depository prior to 4:15 p.m. on a Settlement Day but the CCASS Depository is unable to process the stock deposit before the final Batch-settlement-run;
(iii)
[Repealed] 
(v)
in respect of oversold trades due to clerical or calculation error of the short Clearing Participant applying for exemption (or in the case of a GCP, including such oversold trades of its NCP), the delivery obligations of the Participant applying for exemption will be settled fully on T+3 pursuant to purchase transactions executed on T+1; 
(vi)
in respect of assigned Clearing Agency Transactions, the delivery obligations of the Participant applying for exemption will be settled fully on T+3 pursuant to purchase transactions executed on T+1. This exemption is an interim measure to accommodate the option exercise arrangement of The SEHK Options Clearing House Limited.  HKSCC will review this exemption from time to time;

(vii)
(a)
for trades where a client buys and sells the same Eligible Securities on the same day through different Exchange Participants.   This exemption is an interim measure to accommodate the current market practice relating to day trades. HKSCC will review this exemption from time to time; 


(b)
sufficient Eligible Securities which are due to be credited to the Stock Clearing Account of the delivering Participant by HKSCC for onward delivery to the Participant applying for exemption have not been so credited as a result of relevant Eligible Securities not having been made available to HKSCC by Participants with short stock positions under the CNS System for allocation on the relevant due Settlement Day; 
(x)
the Participant applying for exemption can provide evidence satisfactory to HKSCC that it or the delivering Participant has sufficient Eligible Securities in its Stock Account on T+2 to cover the relevant short position and the Participant applying for exemption or the delivering Participant has received valid instruction from the selling client to make delivery of  the relevant Eligible Securities for settlement on T+2 but is unable to do so due to clerical error or as a result of a systems limitation;
(xi)
in respect of transactions in Eligible Securities which are subject to parallel trading on the Exchange, the Participant applying for exemption or the delivering Participant has : (a) long positions in Eligible Securities; or (b) sufficient Eligible Securities in its Stock Account, which following conversions of such long positions or holdings of Eligible Securities (as applicable) in CCASS, are sufficient to settle the relevant short positions on T+2;

10.8.4
Application for exemption from Buy-in on T+3 

A short Clearing Participant wishing to claim exemption under Section 10.8.3 must apply to HKSCC not later than 8.00 p.m. on the due date for settlement (i.e., T+2) by completing and submitting an Application Form for Exemption of Buy-in (see Appendix 4.7). The Application Form shall be sent by facsimile and shall be deemed received when received by HKSCC. In addition, the short Clearing Participant applying for exemption must provide HKSCC with satisfactory supporting documents as set out below on or before T+6, unless otherwise notified by HKSCC. Unless (i) HKSCC grants an exemption under Section 10.8.3, (ii) there is a risk management reason affecting HKSCC, which is considered valid by the Risk Management Committee, (iii) a Buy-in has been executed by HKSCC pursuant to Rule 3501 (iv) in respect of the short CNS stock positions of a short Clearing Participant or (iv) the exemption from Buy-in specified in Section 17.2.13 applies, HKSCC will effect a Buy-in on behalf of the short Clearing Participant on T+3 (or if it is not practicable to do so on T+3, at any time thereafter) through HKSCC's authorized brokers.  For the avoidance of doubt, a short Clearing Participant is not required to apply to the HKSCC to claim an exemption if the exemption from Buy-in specified in Section 17.2.13 applies. 

In respect of an exemption claimed under Section 10.8.3(i), the Participant applying for exemption is required to provide HKSCC with a certified copy of the temporary receipt issued by the CCASS Depository for the shares deposited. 

In respect of an exemption claimed under Section 10.8.3(ii), the Participant applying for exemption is required to provide HKSCC with a certified copy of the relevant Stock Deposit Form endorsed by the CCASS Depository.

In respect of an exemption claimed under Section 10.8.3(iv), the Participant applying for exemption will, if so requested by HKSCC, provide HKSCC with evidence supporting its application at such time as specified by HKSCC.

In respect of an exemption claimed under Section 10.8.3(v), the Participant applying for exemption will have to provide HKSCC with a copy of (i) the relevant report to the Exchange and (ii) the relevant CCASS report evidencing a purchase has been executed on T+1 to cover the shortfall of Eligible Securities.

In respect of an exemption claimed under Section 10.8.3(vi), the Participant applying for exemption will have to provide HKSCC with a copy of (i) the assignment report generated by The SEHK Options Clearing House Limited and (ii) the relevant CCASS report evidencing a purchase has been executed on T+1 to cover the shortfall of Eligible Securities.

In respect of an exemption claimed under Section 10.8.3(vii), the Participant applying for exemption is required to provide HKSCC with a copy of (i) the relevant bought and sold contract notes and (ii) the relevant CCASS report evidencing a matched SI.    

In respect of an exemption claimed under Section 10.8.3(viii), the Participant applying for exemption is required to provide HKSCC with (i) a copy of the relevant CCASS reports evidencing the relevant SI and (ii) a confirmation of the delivering Participant that sufficient Eligible Securities are held in its Stock Account in CCASS at day end of T+2 on behalf of the selling client who has instructed that such Eligible Securities be transferred to the Participant applying for exemption on the due date (i.e. T+2).

In respect of an exemption claimed under Section 10.8.3(ix), (x), (xi), (xii) and (xiii), the Participant applying for exemption is required to provide HKSCC with a copy of the relevant CCASS reports or other supporting documents satisfactory to HKSCC evidencing that the relevant Units, Eligible Securities or long positions (as applicable) are available to cover the relevant short positions on T+2.

In respect of an exemption claimed under Section 10.8.3(xiv), the Participant applying for exemption is required, at the time when it submits the application for exemption, to provide HKSCC with the required reference numbers assigned to the supporting documents to be submitted to HKSCC on T+6.  The supporting documents include: (i) a document which records the sales transaction executed by such Participant; (ii) a notice of recall which has been duly executed by an approved lending agent in respect of the Eligible Securities lent; and (iii) such other supporting documents as HKSCC may require.

Section 21

Costs and Expenses

21.16
DEFAULT FEE FOR LATE DELIVERY UNDER THE CNS SYSTEM

	(
	Fee for failure to settle CNS short stock position on the due date (i.e., T+2)

Notes:
Fee will be debited by DDI on T+2.

In respect of short stock position of which HKSCC has granted an exemption from a Buy-in, fee will be refunded by DCI on T+3 except that where an exemption is granted under Section 10.8.3(v), (x) and (xii) in respect of failed delivery being due to a Participant’s clerical error or calculation error, fee may not be refunded at the discretion of HKSCC.  However, fee may be debited again if an exemption is granted but delivery of sufficient Eligible Securities is not made on T+3.

Fee may be revised by HKSCC from time to time.
	
	0.25% multiplied by the market value (based upon the closing price quoted on the Exchange on the due date) of the corresponding short stock position, subject to a maximum fee of HK$100,000 for each corresponding short stock position.


Appendix 4.7

To:
Hong Kong Securities Clearing Company Limited


(Fax no. 2579 0111 / 2579 0033)  

Date:

APPLICATION FORM FOR EXEMPTION OF BUY-IN

I.
Participant’s Particulars



Participant ID
:
________________________
Participant Name:_____________________________ 


Contact Persons
: 1.
__________________________

2.   _______________________________                   
 


Tel. No.
:
__________________________                     



       
             

II.
Failed Delivery Position




Stock Code

:
__________________________
Stock Name:_______________________________
      


Settlement Pos No.
:
__________________________

Settlement Date:______________________________ 


Outstanding Share Quantity : ____________________________    

Share Quantity Applied for Exemption: __________ _

III. Basis of Application

We wish to make application for exemption from Buy-in pursuant to the grounds stipulated in Section 10.8.3 of the CCASS Operational Procedures as follows:-

· Sufficient Eligible Securities are deposited with the CCASS Depository but not credited to our Stock Clearing Account or that of the delivering Participant as stated in Section 10.8.3(i)

· Defects in the instrument of transfer as stated in Section 10.8.3(ii)

· Contingencies such as fire & flood, etc as stated in Section 10.8.3(iv)

· Oversold trades due to clerical or calculation errors and the shortfall covered by purchase transactions on T+1 as stated in Section 10.8.3(v)

· Short positions result from exercise of call options and the shortfall covered by purchase transactions on T+1 as stated in Section 10.8.3(vi)

· Same day trades executed through different Exchange Participants or the delivering Participant has not been allocated with sufficient Eligible Securities which is due to be received  from HKSCC as stated in Section 10.8.3(vii)
· Sufficient Eligible Securities are due from a delivering Participant via SI on T+2 and such Eligible Securities are credited to the delivering Participant's Stock Account in CCASS in the last Batch-settlement-run on T+2 as stated in Section 10.8.3(viii)

· Sufficient Eligible Securities are available from a creation or redemption of Units on T+2 as stated in Section 10.8.3(ix)

· Sufficient Eligible Securities in our Stock Account or that of the delivering Participant  on T+2 but failed delivery due to clerical error as stated  in Section 10.8.3(x)

· Sufficient Eligible Securities in our Stock Account or that of the delivering Participant on T+2 but failed delivery as a result of a systems limitation as stated in Section 10.8.3(x)

· Long positions or holdings in Eligible Securities in our Stock Account or in that of the delivering Participant which if converted in CCASS, are sufficient to settle the relevant short positions on T+2 as stated in Section 10.8.3(xi)

· Due execution of Cross-Border Transfer Instructions by us as a Pilot Program Market Maker/Exchange Traded Funds Market Maker but unable to cover the short position on T+2 due to clerical error as stated in Section 10.8.3(xii)

· Transfer of Eligible Securities to cover the short position resulting from our market making activities as a Pilot Program Market Maker/Exchange Traded Funds Market Maker cannot be effected as a result of a holiday in the United States as stated in Section 10.8.3 (xiii)

· Relevant quantity of Eligible Securities had been lent by an approved lending agent as defined in the Securities and Futures (Disclosure of Interest – Securities Borrowing and Lending) Rules and a notice of recall has been duly executed as stated in Section 10.8.3(xiv)

IV. Remarks by Participant 
______________________________________________________________________________________________________________ 










_______________________________________









Authorized Signature of CCASS Participant

    








 

  (with Company Chop)
Note: (i)
Supporting documents as stipulated in Section 10.8.4 of CCASS Operational Procedures are required on or before T+6 unless otherwise notified by Hong Kong Securities Clearing Company Limited ("HKSCC"). 

(ii) Any provision to HKSCC of false, misleading or inaccurate information or documents or a failure to deliver Sufficient Eligible Securities on T+3 in respect of an exemption from a Buy-in are acts of misconduct in respect of which HKSCC may take disciplinary action against the Participant.

(iii) Application will be rejected if insufficient or inaccurate information is provided on the Application Form.
V. For HKSCC Use 
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