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Rules and Procedures of HKFE Clearing Corporation Limited
CHAPTER I

INTERPRETATION

101. In these Rules, the definitions contained in the Exchange Rules (as hereinafter defined) shall where the context permits be incorporated herein by reference and the following expressions shall, unless the context otherwise requires, bear the following meanings:-

	“CCASS”
	means the Central Clearing and Settlement System established and operated by HKSCC;



	“CCMS”
	means the Common Collateral Management System, a common sub-system of CCASS and DCASS, operated by HKSCC, HKCC and SEOCH, which enables HKCC Participants to manage their collateral deposited with the Clearing House;



	“CCMS Collateral Account”
	means an account established in CCMS for each HKCC Participant for debiting and crediting collateral. For the purposes of the  Clearing House Rules and the Clearing House Procedures, unless otherwise specified, the term “CCMS Collateral Account” does not include an account established in CCMS for an HKCC Participant by another Recognized Clearing House under its rules;



	“CCMS Terminal User Guide”
	means the manual entitled “CCMS Terminal User Guide” relating to the operation of  CCMS, as amended from time to time by the Clearing House;



	“Contract”
	means an F/O Contract concluded by an HKCC Participant or a Non-Clearing Participant on any Market operated by the Exchange pursuant to the Exchange Rules or, as the context requires, a new contract arising pursuant to the provisions of Rule 309, 313 or 408(a);

 

	“DCASS”
	means the Derivatives Clearing and Settlement System operated by the Clearing House and SEOCH;



	“DCASS Agreement”
	means the subscription and license agreement in such form as may be prescribed by the Clearing House from time to time and which is entered into between the Clearing House and an HKCC Participant entitling the HKCC Participant to participate in DCASS in accordance with Chapter IX;



	“DCASS Terminal User Guide”
	means the manual entitled “DCASS Terminal User Guide” relating to the operation of DCASS, as amended from time to time by the Clearing House;



	“General Collateral”
	means collateral in a CCMS Collateral Account that can be used to cover Clearing House margin and outstanding debit;



	“HKSCC”
	means Hong Kong Securities Clearing Company Limited;



	“PRiME”


	means the Portfolio Risk Margining System of HKEx, which is the margining methodology adopted by the Clearing House for the calculation of Clearing House margin;



	“PRiME Margining Guide”
	means the manual entitled “PRiME Margining Guide” setting forth, inter alia, details of PRiME and examples of the calculation of Clearing House margin using the PRiME methodology, as amended by the Clearing House from time to time;



	“SEOCH”
	means The SEHK Options Clearing House Limited;



	“System Input Cutoff Time”
	means 6:15p.m. or a time after the close of trading from time to time prescribed by the Clearing House as the system input cutoff time on each Business Day;


CHAPTER II

HKCC PARTICIPANTSHIP
214.
(j)
accept as final and obey at all times, the decisions and directions of the Board, the Managing Director and any other person or body of persons in the lawful execution of their powers pursuant or incidental thereto;

(k) meet all requirements to provide HKCC Participant Additional Deposits; and

(l) unless exempted by the Clearing House (which exemption may be granted on such conditions as the Clearing House considers appropriate), have installed such computer equipment and software as may be specified by the Clearing House for gaining access to DCASS and CCMS and ensure that such computer equipment and software is operated and maintained in accordance with the requirements as prescribed from time to time by the Clearing House.

CHAPTER III

REGISTRATION, CLEARING, RISK

312.
(b)
Every HKCC Participant shall pay to the Clearing House such other fees in respect of accommodation charges, delivery, exercise, settlement, its connection to or use of DCASS or CCMS, or other matters as the Clearing House may from time to time prescribe.

CHAPTER IV

CLEARING HOUSE MARGIN, VARIATION ADJUSTMENT,

COVER FOR MARGIN AND ACCOUNTS
408.
(a)
At the close of trading (hereafter referred to as “Market close”) each Business Day, every HKCC Participant is deemed to have closed out each open Contract at a price equal to the Closing Quotation for that Business Day and to have entered into a new Contract at the Closing Quotation which is treated as its carry forward open Contract for the following Business Day. Any profits or losses arising on the deemed closing out each Business Day (except those arising from Physical Delivery Contracts after the last trading day) are treated as realized profits or losses and shall be debited or credited against the HKCC Participant’s CCMS Collateral Account with the Clearing House.  Profits and losses arising from Physical Delivery Contracts after the last trading day shall be treated in accordance with the Clearing House Procedures.

410B.
(deleted)

414.
(a)
The Clearing House will open more than one account in DCASS and CCMS in respect of each HKCC Participant as more particularly described in the Clearing House Procedures.  Every account shall bear the name of the HKCC Participant in question and may bear such additional titles as the HKCC Participant may request. 


(b)
The Clearing House notes that certain HKCC Participants are required by the Exchange Rules to maintain accounts entitled “Client Account”, “Segregated Account” or “Non-House” or some other similar name for the purpose of keeping their own separate record of trades transacted on behalf of their Clients.  Accordingly, in accordance with the Clearing House Procedures, the Clearing House will open separate Client accounts in DCASS and CCMS for each HKCC Participant to whom the provision of the Exchange Rules applies.  Neither the creation or maintenance of any such accounts nor the special provisions in these Rules relating to such accounts shall in any way detract from the provisions of Rule 311(c) and except in respect of TraHK Units which may be provided by an HKCC Participant as cover for Clearing House margin by way of first fixed charge or first legal mortgage, shall give rise to any trust or other equitable interest in respect of the monies or non-cash collateral standing to the credit of such accounts, or in any way relieve any HKCC Participant from its obligations as principal under all Contracts registered and cleared with the Clearing House.

415.
(b)
Cash and non-cash balances standing to the credit of an HKCC Participant’s CCMS Collateral Account which is not identified as a “Client CCMS Collateral Account” or which is not of a Client nature may be aggregated with and/or set off against debit balances on any CCMS Collateral Account of the HKCC Participant (including any account which is designated as a “Client CCMS Collateral Account” or which is of a Client nature, including a Registered Trader CCMS Collateral Account which is opened for a Client of the HKCC Participant).  Cash and non-cash balances of any Client CCMS Collateral Account or account which is of a Client nature of an HKCC Participant may not be aggregated with and/or set off against debit balances of other CCMS Collateral Accounts of the HKCC Participant but may be aggregated with and/or set off against debit balances of each other.

416.
Amounts standing to the credit of any HKCC Participant’s CCMS Collateral Account may be applied at any time by the Clearing House without notice to the HKCC Participant in or towards meeting any liability of the HKCC Participant in the event that any HKCC Participant fails to meet any demand for payment of any monies to the Clearing House howsoever arising, with the exception that credit balances on a Client CCMS Collateral Account or an account which is of a Client nature may only be applied to meet liabilities arising in respect of any of those accounts.

417.
The Clearing House may, but is not obliged to, allow to HKCC Participants interest calculated on a basis determined from time to time by the Clearing House in its absolute discretion on the cash balance in any HKCC Participant’s CCMS Collateral Account.

“Client CCMS Collateral Account” dealt with separately

420.
In determining:-

(i) the amount of Clearing House margin payable;

(ii) (deleted)
(iii) whether non-cash collateral held is adequate;
(iv) the amount of variation adjustment payable;
(v) whether additional margin is required;
(vi) whether Clearing House margin, or additional margin should be released
any HKCC Participant’s account in CCMS designated as a “Client CCMS Collateral Account” or which is of a Client nature shall be regarded entirely independently and separately from any other CCMS Collateral Account of the HKCC Participant.

CHAPTER V

LIMITS AND DEFAULTS
510.
(c)
to suspend in full or in part the rights of the HKCC Participant, including but not limited to the restriction, suspension or termination of the HKCC Participant’s access to DCASS;
518.
(a)
(iv)
shall, in accordance with the directions of the Clearing House, instruct and appoint another HKCC Participant to close out all the open positions held by it at the date of suspension or to effect the transfer to another HKCC Participant (subject to the approval of the Clearing House) of its open positions, together with the money or non-cash standing to the credit of the CCMS Collateral Account in respect of those open positions and shall notify the Clearing House in writing of such appointment or transfer immediately; and 

CHAPTER VIII

EMERGENCIES

802.
(a)
Clearing and Settlement Services


If a typhoon signal no. 8 is hoisted or a black rainstorm warning is issued at or before 9:00 a.m. and not lowered or discontinued at 12:00 noon on any Business Day, no clearing and settlement services will be available on that Business Day.  


If a typhoon signal no. 8 is hoisted on any Business Day during normal working hours, clearing and settlement services will discontinue two hours thereafter.


If a black rainstorm warning is issued on any Business Day during normal working hours, clearing and settlement services will continue to operate as usual subject to the Clearing House’s discretion to suspend, in whole or in part, the availability of clearing and settlement services where particular circumstances warrant such suspension.


Where, however, a typhoon signal no. 8 or a black rainstorm warning is lowered or discontinued at or before 12:00 noon (or 9:00 a.m. on a Saturday), normal clearing and settlement services will resume two hours thereafter.

(c)
(deleted)

CHAPTER IX

DCASS
Introduction

901. HKCC Participants shall ensure that DCASS is operated, and Contracts are cleared and settled through DCASS, in accordance with these Rules, the Clearing House Procedures, the DCASS Terminal User Guide and such other procedures and requirements as may be specified by the Clearing House from time to time, including those specified in the DCASS Agreement.

Connection to DCASS

902. Prior to the establishment of an electronic connection of an HKCC Participant to DCASS (“DCASS connection”), a DCASS Agreement in a form prescribed by the Clearing House from time to time shall be entered into.

903. The Clearing House reserves the right to limit the number of DCASS connections per HKCC Participant.

904. The Clearing House reserves the right immediately to disconnect a DCASS connection and prohibit any person (whether an HKCC Participant or not) from having access to DCASS on such conditions as the Clearing House thinks fit.

905. HKCC Participants shall follow such security procedures pertaining to their DCASS connections as are from time to time specified by the Clearing House.

906. HKCC Participants shall notify the Clearing House immediately if their DCASS connections or clearing activities on DCASS are affected by any disruptions, whether technical or otherwise.

907. The Clearing House may from time to time impose such requirements on HKCC Participants as to the operation of and access to DCASS as the Clearing House may think fit.

DCASS equipment and software

908. Equipment and software which are required for DCASS connection shall be specified by the Clearing House from time to time.

909. The Clearing House reserves the right to approve any equipment and software not specified by the Clearing House in accordance with Rule 908.  In the event that an HKCC Participant wishes to use any equipment and software other than that specified by the Clearing House, the Clearing House may require prior to DCASS connection that such equipment and software are thoroughly tested by the HKCC Participant and determined by the Clearing House not to have any detrimental impact on the operation of DCASS.

910. HKCC Participants shall install all applicable software specified by the Clearing House in the latest version in force together with system program software in the latest version specified by the Clearing House.  HKCC Participants shall not alter, modify, reverse engineer, change or copy programs or software supplied by the Clearing House without the Clearing House’s prior written permission.

911. HKCC Participants shall grant the Clearing House access for the inspection of equipment, software or applications relating to their DCASS connections.  Such inspections shall take place wherever practicable at an agreed time and in the presence of the HKCC Participant in question.

912. The cost for the requisite equipment supplied by the Clearing House and the installation and maintenance thereof shall be borne by the HKCC Participant.

Liability of HKCC Participants 

913. Each HKCC Participant shall be responsible and liable for all instructions and clearing and settlement activities arising from its DCASS connection, and any unstable condition, breakdown or damage to DCASS or other consequences resulting from the use of such DCASS connection, whether by the HKCC Participant or any other person.

914. No action shall lie against and no liability whatsoever nature and howsoever arising, whether in contract, tort or otherwise, shall be incurred by the Clearing House, the Exchange, the Board, any Director, the Chairman, any HKEx staff or a recognized exchange controller which is the controller of the Clearing House directly or indirectly in connection with any failure, error or defect in, or unavailability of, DCASS or any other equipment, systems, services or facilities of the Clearing House.

CHAPTER X

CCMS
Introduction

1001.
HKCC Participants shall ensure that CCMS is operated in accordance with these Rules, the Clearing House Procedures, the CCMS Terminal User Guide and such other procedures and requirements as may be specified by the Clearing House from time to time.

Connection to CCMS

1002.
The Clearing House reserves the right immediately to disconnect the electronic connection of an HKCC Participant to CCMS (“CCMS connection”) and prohibit any person (whether an HKCC Participant or not) from having access to CCMS on such conditions as the Clearing House thinks fit.

1003.
HKCC Participants shall follow such security procedures pertaining to their CCMS connections as are from time to time specified by the Clearing House in the CCMS Terminal User Guide.

1004.
HKCC Participants shall notify the Clearing House immediately if their CCMS connections or collateral management activities on CCMS are affected by any disruptions, whether technical or otherwise.

1005.
The Clearing House may from time to time impose such requirements on HKCC Participants as to the operation of and access to CCMS as the Clearing House may think fit.

CCMS equipment and software

1006.
Equipment and software which are required for connection to CCMS shall be specified by the Clearing House from time to time.

1007.
The Clearing House reserves the right to approve any equipment and software not specified by the Clearing House in accordance with Rule 1006.  In the event that an HKCC Participant wishes to use any equipment and software other than that specified by the Clearing House, the Clearing House may require prior to CCMS connection that such equipment and software are thoroughly tested by the HKCC Participant and determined by the Clearing House not to have any detrimental impact on the operation of CCMS.

1008.
HKCC Participants shall install all applicable software specified by the Clearing House in the latest version in force together with system program software in the latest version specified by the Clearing House.  HKCC Participants shall not alter, modify, reverse engineer, change or copy programs or software supplied by the Clearing House without the Clearing House’s prior written permission.

1009.
HKCC Participants shall grant the Clearing House access for the inspection of equipment, software or applications relating to their CCMS connections.  Such inspections shall take place wherever practicable at an agreed time and in the presence of the HKCC Participant in question.

1010.
The cost for the requisite equipment supplied by the Clearing House and the installation and maintenance thereof as detailed in Appendix A shall be borne by the HKCC Participant.

Backup Centre for CCMS

1011.
In case HKCC Participants cannot access their CCMS terminals due to technical or other reasons for performance of collateral management functions in CCMS, they can request the usage of the backup centre provided by the Clearing House to perform such functions. For details, please refer to the CCMS Terminal User Guide.

Liability of HKCC Participants 

1012.
Each HKCC Participant shall be responsible and liable for all instructions and activities arising from its CCMS connection, and any unstable condition, breakdown or damage to CCMS or other consequences resulting from the use of such CCMS connection, whether by the HKCC Participant or any other person.

1013.
No action shall lie against and no liability whatsoever nature and howsoever arising, whether in contract, tort or otherwise, shall be incurred by the Clearing House, the Exchange, HKSCC, the Board, any Director, the Chairman, any HKEx staff or a recognized exchange controller which is the controller of the Clearing House directly or indirectly in connection with any failure, error or defect in, or unavailability of, CCMS or any other equipment, systems, services or facilities of the Clearing House.

APPENDIX A

Fees 

Description 
 


  



                 Amount1
	DCASS-Related Fees
	

	
	DCASS workstation applications software or OAPI sub-license fee
	1,750/month/connection

	
	Access to the DCASS testing environment
	100/day or part thereof provided that no access fee will be charged for the first 5 business days

	
	Performance of login test or transaction test outside of HKCC’s normal working hours 
	1,000/day or part thereof regardless of test results

	
	OAPI certification
	2,000/test

regardless of test results

	
	Resetting of password or reissuing of password notification letter
	200/user/occurrence

	
	Standard instruction input/processing fee for external trade transfer 
	1.5/transaction/side

	
	On-behalf-of processing
	50/transaction

(minimum fee of 500/day)

	
	DCASS additional account opening fee
	100/account

	
	DCASS additional account maintenance fee 


	10/month/account

(from next calendar year after account is opened)



	
	Re-print of reports
	5/page

up to 1,000 per report or per diskette



	
	DCASS system training


	300/person/session

	CCMS-Related Fees
	

	
	Deposit/withdrawal of non-cash collateral
	100/transaction



	
	Re-print of reports
	5/page

up to 1,000 per report or per diskette



	
	CCMS Smart Card Reader
	300 each

	
	CCMS Smart Card
	250/card

	HKCC Participantship-Related Fees
	

	
	HKCC Participantship subscription fee
	6,000/annum

	
	HKCC Participant application processing fee
	6,000

	
	Issuance of duplicate HKCC Participant certificate
	1,500

	
	Sale of HKCC Rule book – Exchange Participant
	500

	
	Sale of HKCC Rule book – non-Exchange Participant
	1,000

	
	Subscription to HKCC Rule updates – Exchange Participant
	250/annum

	
	Subscription to HKCC Rule updates – non-Exchange Participant
	500/annum


_________________________

1
Unless otherwise specified, the amounts listed in this appendix are in HK dollars
Note:
In addition to the fees specified herein, the Clearing House reserves the right to charge HKCC Participants for any disbursements and out-of-pocket expenses it incurs in the delivery of services and facilities to HKCC Participants.

CLEARING HOUSE PROCEDURES FOR FUTURES/OPTIONS CONTRACTS TRADED ON THE AUTOMATED TRADING SYSTEM OF THE EXCHANGE (“HKATS”)

Chapter 1
Registration Procedures

1.1 Trade Capture and Registration

Trade details of a Contract executed on HKATS are electronically transmitted from HKATS to the Clearing House once they have been validated, matched and recorded in the Transaction Register of the system. Unless otherwise specified in the Exchange Rules, the Clearing House Rules or these Clearing House Procedures, the Contract will be immediately registered with the Clearing House upon the recording of such Contract in accordance with the Exchange Rules.  

1.2
Types of Clearing Accounts in DCASS

The Clearing House maintains for each HKCC Participant different types of clearing accounts in DCASS.  These accounts are registered under the name of the HKCC Participant and are identified as the HKCC Participant’s (1) House Account, (2) Omnibus Client Account, (3) Individual Client Account, (4) Client Offset Claim Account, (5) Registered Trader Account, (6) Daily Account, (7) APT Account, and (8) Sink Account.  

1.2.1
House Account


The House Account is for the recording of an HKCC Participant’s proprietary trades and positions.  Positions in the House Account are maintained and margined on a net basis.

1.2.2 Omnibus Client Account

The Omnibus Client Account is for the recording, on an omnibus basis, of trades and positions of Clients of an HKCC Participant.  Positions in the Omnibus Client Account are maintained and margined on a gross basis. Unless the Clearing House determines otherwise, the Omnibus Client Account shall be prescribed as the default account for trades of an HKCC Participant that are without account designation or with incomplete or invalid account information except that trades of a Registered Trader that are with incomplete or invalid account information shall be defaulted to its Registered Trader Account in DCASS.
1.2.3 Individual Client Account

In order to facilitate net margining on positions of a Client of an HKCC Participant,  the Clearing House (upon the request of an HKCC Participant) may in its absolute discretion and subject to the payment of any fee prescribed by the Clearing House, establish and maintain one or more Individual Client Accounts for the HKCC Participant.  The Individual Client Account is for the recording, on an individual Client basis, of trades and positions of a Client of an HKCC Participant.  Positions in an Individual Client Account are maintained and margined on a net basis.  HKCC Participants shall ensure that all trades and positions maintained in an Individual Client Account belong to one Client only and such trades and positions are not held by a Client operating an Omnibus Account. 

1.2.4 Client Offset Claim Account

Upon the request of an HKCC Participant, the Clearing House may, in its absolute discretion, establish and maintain one or more Client Offset Claim Account(s) for the HKCC Participant.  The Client Offset Claim Account is for recording positions of individual Clients of an HKCC Participant which are of an offset nature.  Positions in each portfolio for offset claim must belong to the same Client. Positions in the Client Offset Claim Account are maintained on a gross basis but margined on a net basis. HKCC Participants shall ensure that all positions maintained in the Client Offset Claim Account for margin offset can be reconciled with their internal records. 

1.2.5 Registered Trader Account

The Registered Trader Account is for the recording of trades and positions of a Registered Trader of an HKCC Participant.  Positions in a Registered Trader Account are maintained and margined on a net basis.

1.2.6 Daily Account

The Daily Account serves as an account to which trades can be transferred on a temporary basis for average price trade calculation or other purposes prescribed by the Clearing House from time to time.  Trades and positions in the Daily Account are treated for all purposes as trades and positions belonging to the House Account with the exception that positions recorded in the Daily Account on any Business Day will be maintained on a gross basis up to the System Input Cutoff Time.  An  HKCC Participant shall transfer all trades in its Daily Account to its other accounts in DCASS (other than the Sink Account) prior to the System Input Cutoff Time.  Any trades and positions remaining in the Daily Account after the System Input Cutoff Time will be automatically transferred to the Sink Account of the HKCC Participant.

1.2.7 Sink Account

The Sink Account is for the recording of trades and positions automatically transferred from the Daily Account as referred to in section 1.2.6 above.  Trades and positions in the Sink Account are treated for all purposes as trades and positions belonging to the House Account with the exception that positions in the Sink Account will be maintained and margined on a gross basis, separate from the House Account.  An HKCC Participant shall transfer all trades and positions in its Sink Account to its other accounts in DCASS (other than the Daily Account).

1.2.8 APT Account

The APT Account serves as an account to which individual trades selected from an HKCC Participant’s Daily Account are temporarily transferred for the purpose of performing average price trade calculation.  No positions will be recorded or maintained in the APT Account.

HKCC Participants shall complete and submit to the Clearing House Form AC “DCASS Account Maintenance Form” (see Appendix III for a sample of this form) for the opening, maintenance and termination of accounts.  The Clearing House may in its absolute discretion accept or reject any account opening and maintenance request.

1.3 Types of Clearing Accounts in CCMS 

Transactions of an HKCC Participant with HKCC in respect of its deposit or withdrawal of collateral, whether cash or non-cash, are referred to as “collateral movement transactions” for the purpose of this section. 

The Clearing House maintains for each HKCC Participant different types of clearing accounts in CCMS for recording collateral movement transactions between that HKCC Participant and the Clearing House. These accounts are registered in the name of the HKCC Participant and are identified as the HKCC Participant’s (1) House CCMS Collateral Account, (2) Client CCMS Collateral Account(s), and (3) Registered Trader CCMS Collateral Account(s). Each of these accounts is mapped with one or more clearing accounts of the HKCC Participant in DCASS.  For the purposes of the Clearing House Rules and these Clearing House Procedures, the term CCMS Collateral Account will mean the House CCMS Collateral Account, Client CCMS Collateral Account(s) and Registered Trader CCMS Collateral Account(s) unless otherwise specified or the context requires otherwise.  
Unless otherwise specified by the Clearing House or an HKCC Participant, all cash and non-cash collateral deposited by the HKCC Participant with the Clearing House will be recorded in the HKCC Participant’s CCMS Collateral Account as General Collateral and will be eligible for use as cover for the HKCC Participant’s Clearing House margin liabilities and outstanding debit in accordance with section 2.6.  HKCC Participants should refer to the CCMS Terminal User Guide for a detailed description of the collateral management functions of CCMS.

1.4
Trade Adjustment Procedures


1.4.1
Trade Adjustment prior to the System Input Cutoff Time
The types of trade adjustment available to an HKCC Participant include (1) internal trade transfer between different accounts of the HKCC Participant, (2) external trade transfer from an account of the HKCC Participant to an account of another HKCC Participant, (3) separation of a trade into smaller trades, (4) trade open/close adjustment and (5) grouping of separate trades into an average price trade.  An HKCC Participant may directly submit trade adjustment requests to the Clearing House using DCASS at any time prior to the System Input Cutoff Time on the Business Day the relevant trade is executed or, for trade adjustments other than those involving the grouping of separate trades into an average price trade, at any time prior to the System Input Cutoff Time on the Business Day immediately following the day of trade.

An HKCC Participant may also submit external trade transfer requests on HKATS at the time the orders are entered on HKATS.  Regardless of whether the request for external trade transfer is submitted through HKATS or DCASS, the transfer must be confirmed by the receiving HKCC Participant on DCASS prior to the System Input Cutoff Time on the same Business Day the request is submitted.  Any trade, the external transfer of which is not confirmed or rejected by the receiving HKCC Participant on DCASS will remain as a trade of the transferring HKCC Participant.

In the event that a trade adjustment request relates to the internal or external transfer of a Block Trade, the transferring HKCC Participant shall immediately inform the Clearing House by telephone of the trade adjustment request as soon as it has been confirmed by the receiving HKCC Participant on DCASS. A trade adjustment request as confirmed by the receiving HKCC Participant on DCASS shall be submitted to the Clearing House within 5 minutes of the execution of the Block Trade on HKATS, but if the Block Trade is subsequently determined by the Clearing House or the Exchange to be invalid for any reason (including where the transferring or receiving HKCC Participant fails to satisfy any Special Block Trade Margin called within 30 minutes of execution by the prescribed time), the Block Trade will not be registered or novated with the Clearing House and any trade adjustment request submitted to the Clearing House in respect of the Block Trade will be rejected by the Clearing House.  

Notwithstanding the foregoing, the Clearing House has the sole discretion to accept or reject any trade adjustment request of an HKCC Participant, in particular but not limited to any trade adjustment request submitted after the prescribed deadline which relates to the internal or external transfer of a Block Trade.


1.4.2
(deleted)

1.4.3
Position Adjustment 

The types of position adjustment available to an HKCC Participant include (1) position closing and re-opening (as more particularly described in section 1.5 below), (2) internal position transfer between different accounts of the HKCC Participant, (3) external position transfer from an account of the HKCC Participant to an account of another HKCC Participant and (4) position netting within an account.


An HKCC Participant may directly submit position adjustment requests to the Clearing House using DCASS at any time prior to the System Input Cutoff Time on a Business Day, except for requests relating to external position transfer, position re-opening and the closing of positions between the HSI Futures and Mini-HSI Futures Contracts and positions between the HSI Options and Mini-HSI Options Contracts, which must be submitted by the HKCC Participant completing and signing the prescribed Form 5 “External Position Transfer Request Form”, Form 6 “Annulment of Position Netting Request Form” or Form 8  “HSI-MHI Position Adjustment Request Form” set forth in Appendices II-2, II-3 and II-4 to these Clearing House Procedures and sending them by facsimile to the Clearing House.  If the HKCC Participant wishes to have the position adjustment processed on the same Business Day, position adjustment request forms for external position transfer and position re-opening should be received by the Clearing House no later than one hour prior to the System Input Cutoff Time on that Business Day and position adjustment request forms for the closing of positions between the HSI Futures and Mini-HSI Futures Contracts and positions between the HSI Options and Mini-HSI Options Contracts should be received by the Clearing House no later than the System Input Cutoff Time on that Business Day.  Any request received by the Clearing House after the prescribed time on a Business Day will be processed by the Clearing House on the following Business Day provided that no position re-opening request will be accepted by the Clearing House at any time after the prescribed time on the fifth Business Day after the closing of the relevant positions.  


With regard to external position transfers, both the transferring and receiving HKCC Participant must sign Form 5 “External Position Transfer Request Form” set forth in Appendix II-2 before submitting it to the Clearing House.


With regard to position netting within an account, DCASS allows HKCC Participants to specify and close out any number of long and short positions in a series within any account other than the Sink Account and Daily Account.


Notwithstanding the foregoing, the Clearing House may in its absolute discretion accept or reject any position adjustment request.

1.5
Position Closing and Re-opening 


1.5.1
 Closing of Client Positions 

Position close adjustments only apply to Omnibus Client Accounts as positions in Omnibus Client Accounts are maintained on a gross long and short basis.  HKCC Participants do not need to instruct the Clearing House to close positions in the House, Individual Client and Registered Trader Accounts since positions in these accounts are netted automatically.

The Clearing House will consider all positions in the Omnibus Client Account of an HKCC Participant as “open” positions unless the HKCC Participant instructs the Clearing House otherwise.  

HKCC Participants wishing to close out positions in the Omnibus Client Account (other than positions between the HSI Futures and Mini-HSI Futures Contracts and positions between the HSI Options and Mini-HSI Options Contracts) may directly submit position adjustment requests to the Clearing House using DCASS at any time prior to the System Input Cutoff Time on a Business Day.  

HKCC Participants wishing to close out positions between the HSI Futures and Mini-HSI Futures Contracts and positions between the HSI Options and Mini-HSI Options Contracts in the Omnibus Client Account must complete and sign Form 8 “HSI-MHI Position Adjustment Request Form” (see Appendix II-4 for a sample of such form) and the completed form must be submitted to the Clearing House by facsimile no later than the System Input Cutoff Time on a Business Day if the HKCC Participant wishes to have the position adjustment processed on that day.

Except for position closing between HSI Futures and Mini-HSI Futures Contracts at the ratio of one HSI Futures Contract against five Mini-HSI Futures Contracts, and for position closing between HSI Options and Mini-HSI Options Contracts at the ratio of one HSI Options Contract against five Mini-HSI Options Contracts, the closing of positions may only be effected by an HKCC Participant in respect of positions of the same Contract.

Notwithstanding the foregoing, the Clearing House reserves the right to accept or reject any request at any time at its sole discretion.


1.5.2
Re-Opening of Client Positions which have been Previously Closed

HKCC Participants wishing to re-open previously closed Client positions must complete and sign Form 6 “Annulment of Position Netting Request Form” (see Appendix II-3 for a sample of such form) and the completed form must be submitted by facsimile to the Clearing House no later than one hour before the System Input Cutoff Time on any Business Day provided that such Business Day is within 5 Business Days after the closing of the positions.  Any request submitted later than one hour before the System Input Cutoff Time will be rejected by the Clearing House and HKCC Participants will be required to submit the request again on the next Business Day no later than one hour before the System Input Cutoff Time.  The Clearing House will process such request as long as it is received no later than one hour before the System Input Cutoff Time on the fifth Business Day after the closing of the positions.  

Each HKCC Participant making a position re-opening request shall provide to the Clearing House such information as it may require relating to the position re-opening, including the reason therefor.

Notwithstanding the foregoing, the Clearing House reserves the right to accept or reject any request at any time at its sole discretion.


1.5.3
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1.5.4
Claiming Client Offset Positions

Only positions in the Omnibus Client Account are eligible for offset claim because positions in this account are maintained on a gross long and short basis.  HKCC Participants do not need to instruct the Clearing House to claim margin offset for positions in the House Account, Individual Client Accounts or Registered Trader Accounts since positions in these accounts are margined on a net basis automatically.

HKCC Participants wishing to claim margin offset for positions in their Omnibus Client Accounts that are of an offset nature must request the Clearing House to open a Client Offset Claim Account for such purpose (please refer to section 1.2).  HKCC Participants will have to transfer such eligible positions from the Omnibus Client Account to the Client Offset Claim Account.  Positions in each portfolio for offset claim must belong to the same Client.  Positions in the Client Offset Claim Account are maintained on a gross basis but margined on a net basis (please refer to section 2.2.6.3). An HKCC Participant may directly submit such position transfer requests to the Clearing House using DCASS at any time prior to the System Input Cutoff Time on a Business Day.  

All claimed positions in the Client Offset Claim Account will be carried forward to the next Business Day unless otherwise instructed by HKCC Participants. HKCC Participants wishing to adjust the claimed positions in the Client Offset Claim Account may have to effect position transfer between the Client Offset Claim Account and the Omnibus Client Account by submitting such request to the Clearing House through DCASS at any time prior to the System Input Cutoff Time on a Business Day.
1.6 On-behalf-of Processing

If for technical or other reasons, an HKCC Participant has difficulties accessing DCASS for performing post-trade adjustment, the HKCC Participant may request the Clearing House to input post-trade adjustment requests into DCASS on its behalf by completing and submitting by facsimile to the Clearing House the relevant Request for On-behalf-of Processing Form set forth in Appendices I to II to these Clearing House Procedures before the System Input Cutoff Time. 

On-behalf-of processing is provided by the Clearing House subject to the availability of its resources and subject to the payment by the HKCC Participant of such processing fee as may be prescribed by the Clearing House from time to time.   In the event that demand on its resources exceeds its capacity to service all requests within a particular time, it may assign priorities in such manner as it in its absolute discretion considers appropriate.  The Clearing House does not warrant that a request will be processed by a particular time.   Neither the Clearing House, the Exchange, nor a recognized exchange controller which is the controller of the Clearing House shall be liable to any HKCC Participant whether in contract, tort or otherwise for any direct, consequential, special, indirect, punitive or other damages that may be suffered or incurred by the HKCC Participant or any other person as a result of the execution or processing of instructions, or its failing to execute or process instructions, on behalf of the HKCC Participant.

Chapter 2
Settlement Procedures

2.1
General

At the end of each Business Day, the Clearing House performs the settlement procedures and computes each HKCC Participant’s liabilities such as Clearing House margin, variation adjustment and trading fees.  The total of these liabilities are then compared to the cash balance in each HKCC Participant's CCMS Collateral Account, and any sums outstanding that are not covered by other collateral will be collected through the Direct Margin Debiting System (“DMDS”).

2.2
Clearing House Margin

The amount of Clearing House margin for each type of Contract is decided by the Board of the Clearing House.  The Clearing House retains the right to increase or decrease Clearing House margins either for the whole Market or for individual HKCC Participants, if this is considered necessary.  The Clearing House will calculate the margin requirements of each HKCC Participant based on PRiME.  HKCC Participants should refer to the PRiME Margining Guide for details of the margin calculation algorithm adopted by the Clearing House.

2.2.1
Components of Gross Margining

2.2.1.1
Risk Array
PRiME evaluates the maximum likely loss of a Contract that may reasonably occur over one trading day under a set of risk scenarios. The specific set of risk scenarios is defined in terms of (a) the Price Scan Range, which is how much the price of the underlying instrument is expected to change over one trading day, and (b) the Volatility Scan Range, which is how much the volatility of that underlying price is expected to change over one trading day.  The result of the calculation for each risk scenario, viz. the amount by which the Contract will gain or lose value over one trading day under that risk scenario, is called the Risk Array value for that scenario. 

2.2.1.2
 Scan Risk

The Scan Risk of a Contract is the largest loss among a set of Risk Array values of that Contract.

 2.2.1.3
Short Option Minimum Charge

PRiME applies a Short Option Minimum Charge to each short Option Contract. It serves as a lower bound of the margin requirement for such short Option Contract.  
2.2.2
Clearing House Margin Liability Calculation for Gross Margining

The method of calculating the amount of cover for Clearing House margin for designated Contracts or accounts margined on a gross basis is as follows:

a)
The gross open positions are identified.  The number of open positions for each type of Contract is multiplied by the Scan Risk for such Contract.  

b)
The gross open positions of short Option Contracts are identified.  The Scan Risk is replaced with the Short Option Minimum Charge for a short Option Contract if the Short Option Minimum Charge is higher than the Scan Risk for such short Option Contract.

c)
The Clearing House margin requirement is the aggregated sum of the Scan Risk (or, for short Option Contracts, the Short Option Minimum Charge if it is higher) for each type of Contract. 

2.2.3
Components of Net Margining

2.2.3.1
 Risk Array
PRiME evaluates the maximum likely loss of a portfolio under the same Combined Commodity* that may reasonably occur over one trading day under a set of risk scenarios. The specific set of risk scenarios are defined in terms of (a) the Price Scan Range, which is how much the price of the underlying instrument is expected to change over one trading day, and (b) the Volatility Scan Range, which is how much the volatility of that underlying price is expected to change over one trading day.  The result of the calculation for each risk scenario, viz. the amount by which the portfolio will gain or lose value over one trading day under that risk scenario, is called the Risk Array value for that scenario.

*A Combined Commodity refers to a group of Futures/Options Contracts with the same underlying instrument.

2.2.3.2
 Scan Risk

The Scan Risk of a portfolio under the same Combined Commodity is the largest loss among a set of Risk Array values of that portfolio. 

2.2.3.3
 Intracommodity (Intermonth) Spread Charge

As PRiME scans underlying prices within a single underlying instrument, it assumes that price moves correlate perfectly across contract months.  Since price moves across contract months do not generally exhibit perfect correlation, PRiME adds an Intracommodity (Intermonth) Spread Charge to the Scan Risk associated with each Combined Commodity under net margining. For each spread formed, PRiME assesses a charge per spread at the specified charge rate for the spread. The total of all of these charges for a particular Combined Commodity constitutes the Intracommodity (Intermonth) Spread Charge for that Combined Commodity.
2.2.3.4
 Short Option Minimum Charge

PRiME applies a Short Option Minimum Charge to each Combined Commodity comprising short call and/or short put Option Contracts.  It serves as a lower bound of the margin requirement for such Combined Commodity comprising short Option Contracts.
2.2.3.5
 Long Option Value

A Long Option Value is applied to all long Option Contracts in each Combined Commodity.  It serves as an upper bound of the margin requirement for each Combined Commodity with solely net long call and/or long put Option Contracts.
2.2.4
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2.2.5
Clearing House Margin Liability Calculation for Net Margining

The method of calculating the amount of cover for Clearing House margin for designated Contracts or accounts of an HKCC Participant margined on a net basis is as follows:
a) The same type of Futures Contract in each delivery month is assessed to calculate the total net uncovered Contracts for that month.

b) The same type of Option Contract in each series is assessed to calculate the total net uncovered Contracts for that Option series.

c) For Futures/Option Contracts within the same Combined Commodity, the long or short net uncovered Futures Contracts in each delivery month, together with the long or short net uncovered Option Contracts in each series, are margined on a portfolio basis.  

In calculating margin on a portfolio basis, the Scan Risk and the Intracommodity (Intermonth) Spread charge of the portfolio are added together to determine the Commodity Risk. The Commodity Risk is the total risk of all Futures/Option Contracts within the same Combined Commodity.

d) For a Combined Commodity comprising short Option Contracts, the margin requirement is the Commodity Risk or the Short Option Minimum Charge of the Combined Commodity, whichever is greater.

e) For a Combined Commodity comprising solely net long call and/or long put Option Contracts, the margin requirement is the Commodity Risk or the Long Option Value of the Combined Commodity, whichever is smaller.

f) The total Clearing House margin requirement is the aggregate of the margin requirement for each Combined Commodity in the portfolio.

2.2.6 Clearing House Margin for Different Types of Clearing Accounts in DCASS

The Clearing House maintains for each HKCC Participant in DCASS the different types of clearing accounts set forth in section 1.2 of these Clearing House Procedures.  The Clearing House margin calculation for each type of account in DCASS is different depending on whether it is margined on a net or gross basis. 

The Clearing House margin for an HKCC Participant’s Client accounts is the sum of the margin requirements of its Omnibus Client Account, Individual Client Accounts and Client Offset Claim Account.

The Clearing House margin for an HKCC Participant’s House accounts is the sum of the margin requirements of its House Account and Sink Account.

The Clearing House margin for an HKCC Participant’s Registered Trader accounts is the sum of the margin requirements of its Registered Trader Accounts.

2.2.6.1 House (not including positions from the Sink Account), Registered Trader or Individual Client Account

Each House Account (not including positions from the Sink Account), Registered Trader Account or Individual Client Account is margined on a net basis (see the PRiME Margining Guide). 

2.2.6.2 Omnibus Client Account, House positions in the Sink Account

Positions in the Omnibus Client Account and House positions in the Sink Account are margined on a gross basis, i.e., the Clearing House margin is calculated for each individual position separately (see the PRiME Margining Guide).

2.2.6.3 Client Offset Claim Account

Positions of individual Clients of an HKCC Participant which are of an offset nature are margined on a net basis (see the PRiME Margining Guide). 
Only positions that are of an offset nature and that are allocated by an HKCC Participant from its Omnibus Client Account to its Client Offset Claim Account on the following basis will be eligible for margin offset (please refer to section 1.5.4): 

a) Only positions with the same beneficial owner may be allocated;

b) HKCC Participants shall not allocate positions unless they can identify the beneficial owners of such positions;

c) Positions with the same underlying instrument or commodity can be offset according to the following list:

Long Futures
+
Short Futures

Long Futures
+
Short Call

Long Futures 
+
Long Put

Long Call
+ 
Short Futures

Long Call
+ 
Short Call

Long Call
+
Long Put

Short Put
+
Short Futures

Short Put
+ 
Short Call

Short Put
+
Long Put

Conversions*

Reversals**

*
A Conversion consists of a short call and long put in the same month with the same strike price and a long Futures in the same month.

**
A Reversal consists of a long call and short put in the same month with the same strike price and a short Futures in the same month.

Offset positions are claimed on a one-to-one basis except those relating to the offset of positions in the HSI Futures/Options and Mini-HSI Futures/Options Contracts, which are claimed on the basis of one HSI Futures/Options Contract against a maximum of five Mini-HSI Futures/Options Contracts.
However, only those HKCC Participants which have proved to the Clearing House that they have sufficient risk management capabilities to handle risk involved in Option trading are eligible for making such offsetting claims.

2.2.7 Additional Clearing House Margin

2.2.7.1
An additional Clearing House margin will be imposed on an HKCC Participant in respect of its open Futures and Options Contracts which are based on the same underlying financial instrument in the event that:

(a) the HKCC Participant’s aggregate position delta of such open Futures and Options Contracts on the same underlying financial instrument with the same directional risk (i.e. either upside or downside risk) registered in the HKCC Participant’s Omnibus Client, Individual Client, Client Offset Claim, Sink, House and Registered Trader Accounts with the Clearing House is greater than 30 percent of the total position delta of all HKCC Participants with the same directional risk ; and 

(b) the total net open interest in the Futures Contracts on the same underlying financial instrument exceeds the following number of contracts:-

	Futures Contract
	Number of contracts

	Exchange Fund Note Futures Contract
	10,000 on any day prior to the last six trading days and 2,000 during the last six trading days



	Three-Month HIBOR Futures Contract and 

One-Month HIBOR Futures Contract


	4,000

	All other Futures Contracts
	20,000


In addition, the Chairman or his designee may impose on the HKCC Participant an additional Clearing House margin on all Futures and Options Contracts registered in the HKCC Participant’s account(s) with the Clearing House.

2.2.7.2
The additional Clearing House margin to be imposed pursuant to section 2.2.7.1 above shall be 20% of the otherwise applicable margin requirement or such other percentage as the Chairman or his designee may consider appropriate.

2.2.7.3
Notwithstanding sections 2.2.7.1 and 2.2.7.2, no additional Clearing House margin will be imposed on open Futures and Options Contracts other than Physical Delivery Contracts in the spot month during the last two trading days on such spot month contracts unless the Chairman or his designee determines otherwise.  Additional Clearing House margin will be imposed on a Physical Delivery Contract unless an HKCC Participant has provided the underlying commodity or instrument to the Clearing House as collateral for Clearing House margin in sufficient quantity to cover its positions in the Physical Delivery Contract with upside risk.

2.2.7.4
Where additional Clearing House margin is collected pursuant to this section, interest thereon shall be calculated based on the base rate without deduction, and any interest accrued shall be credited to the HKCC Participant’s CCMS Collateral Account on the first Business Day of the following month.   

2.3 Variation Adjustment

After Market close, all open positions held at the Clearing House are treated as if they were closed out and re-opened at the relevant Closing Quotation.  Profits and losses arising from this “mark to market” mechanism (except those arising from Physical Delivery Contracts after the last trading day) are credited to and debited from the relevant HKCC Participant’s CCMS Collateral Account each Business Day as the variation adjustment.  In the case of Physical Delivery Contracts after the last trading day, profits arising from the “mark to market” mechanism will be used to offset against, while losses arising from such mechanism will be added to and collected as, Clearing House margin payable in respect of the relevant CCMS Collateral Account of the HKCC Participant.  Any profits in excess of the Clearing House margin requirement will not be credited to the relevant CCMS Collateral Account of the HKCC Participant.  

Subject to section 2.6A and the treatment of variation adjustment for Physical Delivery Contracts after the last trading day as mentioned above, only US$ shall be used to settle variation adjustment arising from trades executed in the International Stock Futures and Options on Stock Futures Markets and only cash in the currency of the Contract shall be used to settle variation adjustment arising from trades executed in all other Markets. 

2.3.2
Option Contracts

 (c)
The Closing Quotation, which will be rounded to the nearest tick, will be calculated by applying the Black’s Model and the above mentioned parameters.

2.4 Fees and Charges

All Exchange and Clearing House fees and charges will be calculated after the Market close and debited from HKCC Participants’ CCMS Collateral Accounts on a daily basis.  Subject to section 2.6A, only US$ shall be used to settle trading fees arising from trades executed in the International Stock Futures and Options on Stock Futures Markets and only cash in the currency of the Contract shall be used to settle trading fees arising from trades executed in all other Markets.

2.5
Calculation of Daily Cover Required


In determining the amount of daily cover required from an HKCC Participant, the Clearing House will first calculate the HKCC Participant’s cash amount in its CCMS Collateral Account as follows:-

cash amount = (confirmed amount) +/- (variation adjustment) - (fees)

where: 

(i) variation adjustment may either be a debit or a credit, except that those arising from Physical Delivery Contracts after the last trading day will be treated in accordance with section 2.3; and

(ii) confirmed amount is the cash amount brought forward.

2.5.1 Outstanding Debit

Should the “cash amount” in the above calculation result in a negative figure(hereinafter referred to as “outstanding debit”), the amount of cover required from the HKCC Participant equals:

	Amount of cover required =
	(outstanding debit) + (Clearing House margin liability)



2.5.2
Cash Balance

Should the “cash amount” calculated under section 2.5 show a positive value (hereinafter referred to as “cash balance”), the following comparisons will be made and the consequent actions taken:

(a)
If (cash balance) = (Clearing House margin liability), the cash balance will be held as cover for the HKCC Participant’s Clearing House margin liability and there will not be any action required;

(b)
If (cash balance) is less than (Clearing House margin liability), amount of cover required = (shortfall); and

(c) 
If (cash balance) is greater than (Clearing House margin liability), amount that may be withdrawn = (cash balance) – (Clearing House margin liability).

The comparisons referred to in paragraphs (a) to (c) above are made on the basis that Clearing House margin liability is not covered by any other acceptable means.  To the extent that Clearing House margin liability is covered by other acceptable means, any shortfall in the amount of cover required (as calculated in paragraph (b) above) will be reduced accordingly and any cash amount that may be withdrawn will be increased accordingly provided that it is not held by the Clearing House as cover for the HKCC Participant’s Clearing House margin liability.

2.6 Methods of Providing Cover for Clearing House Margin

The payment of cover for Clearing House margin is operated through the DMDS as referred to in section 2.7.  HKCC Participants may also provide cover for their Clearing House margin liabilities in one or more of the following ways.  Where HKCC Participants provide cover in a combination of ways, with the exception that cover provided by means of cash in the currency of the Contract shall be used first, the Clearing House will use all other types of collateral as cover without any specified order of priority.

2.6.1
Cover provided by means of Cash in US$ or the Currency of the Contract

Any cash balance in US$ (in the case of International Stock Futures and Options on Stock Futures) available as General Collateral or the currency of the Contract (in the case of all other Markets) in excess of the amount required to cover an HKCC Participant’s Clearing House margin liability shall automatically be used by the Clearing House as cover for any subsequent increase in the Clearing House margin liability of the HKCC Participant without the HKCC Participant’s prior consent and interest at the rate determined by the Clearing House will be paid on the surplus so used.

If an HKCC Participant deposits US$ (in the case of International Stock Futures and Options on Stock Futures) available as General Collateral or cash in the currency of the Contract (in the case of all other Markets) to cover outstanding debit, the Clearing House will neither pay interest nor levy accommodation charges on such deposit (see section 2.6.7). 

Any HKCC Participant wishing to deposit cash with the Clearing House as excess cover for Clearing House margin liability or as cover for outstanding debit shall input a deposit order via a CCMS terminal and the amount to be deposited will be forthwith debited from the HKCC Participant’s DMDS bank account.  The HKCC Participant shall ensure that there are sufficient funds deposited in its relevant DMDS bank account for debiting purpose. 

2.6.2
Cover provided by means of Cash in an Approved Currency other than US$ (in the case of International Stock Futures and Options on Stock Futures) or that of the Contract (in the case of all other Markets)

Subject to the prior agreement of the Clearing House, HKCC Participants may provide cover for their Clearing House margin liabilities by means of a deposit with the Clearing House of cash in a currency or currencies other than US$ (in the case of International Stock Futures and Options on Stock Futures) or in the currency of the Contract (in the case of all other Markets) or by way of surplus balance on Contracts which are not settled in US$ (in the case of International Stock Futures and Options on Stock Futures) or which are denominated in currencies other than that of the Contract (in the case of all other Markets) provided that no such cash deposit or surplus balance will be allowed by the Clearing House for outstanding debit or variation adjustment.

Interest will be paid on the cover provided.  The rate of interest payable will be at the sole discretion of the Clearing House and may be varied from time to time by the Clearing House without prior notice.

Clearing House margin liabilities covered by surplus cash balance in a currency other than the settlement currency may attract accommodation charges at rates determined from time to time by the Clearing House (see section 2.6.7).

The procedure for depositing cash in an approved currency other than US$ (in the case of International Stock Futures and Options on Stock Futures) or in the currency of the Contract (in the case of all other Markets) is the same as that described in section 2.6.1.

2.6.3
Approved Bank Guarantee

Each HKCC Participant is allowed to provide cover for Clearing House margin liability by means of one or more guarantees given by licensed banks approved by the Clearing House in the form prescribed from time to time by the Clearing House provided that the Clearing House shall have the absolute right to determine the maximum amount of an HKCC Participant’s Clearing House margin liability which may be so covered.  The Clearing House reserves the right to add to or reduce the number of licensed banks so approved at any time and, accordingly, HKCC Participants must seek prior approval from the Clearing House before putting a guarantee in place.  Notwithstanding the foregoing, the Clearing House will not accept any guarantee issued by any licensed bank which is a holding company (whether direct or indirect) of an HKCC Participant or which is a subsidiary of any such holding company.  In any event, each HKCC Participant must give the Clearing House at least one bank business day’s notice of its intention to use a bank guarantee by inputting a deposit order via a CCMS terminal.  As the basis for daily cover is cash in US$ (in the case of International Stock Futures and Options on Stock Futures) or the currency of the Contract (in the case of all other Markets), it is necessary for accommodation charges to be made on all amounts of Clearing House margin liability covered by approved bank guarantees (see section 2.6.7).

2.6.4 
Exchange Fund Bills/Notes
HKCC Participants may provide cover for their Clearing House margin liabilities by means of a deposit with the Clearing House of Exchange Fund Bills/Notes issued by the Hong Kong Special Administrative Region Government for the account of the Exchange Fund (“Exchange Fund Bills/Notes”).

Any HKCC Participant wishing to deposit Exchange Fund Bills/Notes to cover calls for Clearing House margin shall input a deposit order via a CCMS terminal to notify the Clearing House of its intention in advance and shall instruct its Recognized Dealer to transfer Exchange Fund Bills/Notes to the Clearing House’s account with the Hong Kong Monetary Authority (“HKMA”).  The Clearing House will accept Exchange Fund Bills/Notes as cover for Clearing House margin liabilities only when confirmation of the  deposit is received by the Clearing House from HKMA.  

An HKCC Participant may meet its Clearing House margin liabilities through the deposit of Exchange Fund Bills/Notes directly from the HKCC Participant’s clients (“direct deposit”) provided that the HKCC Participant notifies the Clearing House of the details of the direct deposit in advance. Upon receipt of such direct deposit, the Clearing House will update the HKCC Participant’s CCMS Collateral Account.  In the event any such direct deposit fails to be made with the result that the HKCC Participant fails to meet any margin call, the HKCC Participant shall remain liable to the Clearing House in respect of such margin call and will be placed in default under the Clearing House Rules. 

The value of the Exchange Fund Bills/Notes allowed to be used as cover for Clearing House margin liabilities shall be the latest closing market value of the Exchange Fund Bills/Notes published by the HKMA on each business day, after deducting a haircut of such percentage as determined from time to time by the Clearing House.

An HKCC Participant shall be entitled to deposit (by itself or by way of direct deposit from its clients in the manner set forth above) Exchange Fund Bills/Notes in excess of its Clearing House margin liabilities or withdraw such Exchange Fund Bills/Notes between 9:00 a.m. and 11:00 a.m. on any Business Day by inputting instructions to the Clearing House.  To receive same-day credit for Exchange Fund Bills/Notes, the HKCC Participant must deposit Exchange Fund Bills/Notes into the Clearing House’s account with HKMA by 11:00 a.m. (or such other time as may from time to time be specified by HKMA).
The Clearing House will, on the express instructions of the HKCC Participant, transfer Exchange Fund Bills/Notes to the account of the HKCC Participant or such other account as the HKCC Participant may specify provided that the HKCC Participant provides confirmation to the Clearing House that the holder of such account is a client of the HKCC Participant.  Any Exchange Fund Bills/Notes so transferred by the Clearing House shall be deemed to have been transferred to the HKCC Participant insofar as the satisfaction of any liability of the Clearing House towards the HKCC Participant is concerned. 

Any interest payment or, upon maturity, redemption money credited to the Clearing House in respect of Exchange Fund Bills/Notes provided by an HKCC Participant will be credited to the HKCC Participant’s CCMS Collateral Account with the Clearing House. 

2.6.6 U.S. Government Treasury Bills and Notes

HKCC Participants may also deposit U.S. Government Treasury Bills or Notes (“U.S. Treasuries”) excluding U.S. Treasury Callable Corpus (“TCAL”) and Separate Trading of Registered Interest and Principal of Securities (“STRIPs”) to meet Clearing House margin liabilities. 

Any HKCC Participant wishing to deposit or withdraw U.S. Treasuries shall notify the Clearing House by inputting a deposit or withdrawal order via a CCMS terminal by 11:00 a.m. and the Clearing House will, as soon as practicable, upon receipt of such notice process such deposit or withdrawal. Any deposit of U.S. Treasuries shall be made to the Clearing House’s account with any of the banks or depositories approved by the Clearing House from time to time.  The Clearing House will update the HKCC Participant’s CCMS Collateral Account and accept U.S. Treasuries as cover for Clearing House margin liabilities only when confirmation of the transfer is received by the Clearing House from the approved bank or depository.

An HKCC Participant may meet its Clearing House margin liabilities through the deposit of U.S. Treasuries directly from the HKCC Participant’s clients (“direct deposit”) provided that details of the direct deposit are given by the HKCC Participant to the Clearing House in advance.  Upon receipt of such deposit, the Clearing House will notify the HKCC Participant of the receipt.  In the event any such direct deposit fails to be made with the result that the HKCC Participant fails to meet any margin call, the HKCC Participant shall remain liable to the Clearing House in respect of such margin call and will be placed in default under the Clearing House Rules.

The value of U.S. Treasuries allowed to be used as cover for Clearing House margin liabilities shall be the latest market value supplied by U.S. banks located in Hong Kong selected from time to time by the Clearing House at the close of each Hong Kong business day, after deducting a haircut of such percentage as determined from time to time by the Clearing House.


The Clearing House will, on the express instructions of the HKCC Participant, transfer U.S. Treasuries to the account of the HKCC Participant or such other account as the HKCC Participant may specify provided that the HKCC Participant provides confirmation to the Clearing House that the holder of such account is a client of the HKCC Participant.  Any U.S. Treasuries so transferred by the Clearing House shall be deemed to have been transferred to the HKCC Participant insofar as the satisfaction of any liability of the Clearing House towards the HKCC Participant is concerned.

Any interest payment or, upon maturity, redemption money credited to the Clearing House in respect of U.S. Treasuries deposited by an HKCC Participant will be credited to the HKCC Participant’s CCMS Collateral Account with the Clearing House.  In the event that the HKCC Participant’s clearing account is not in U.S. dollars, the interest payment or redemption money will be credited to other bank accounts designated by the HKCC Participant.

HKCC Participants will be liable for any charges imposed on the Clearing House in respect of the transfer and holding of U.S. Treasuries, interest payments and redemption monies.

Pursuant to Clearing House Rule 404(c), an accommodation charge as determined from time to time by the Clearing House will be imposed on the amount of U.S. Treasuries used as cover.

2.6A
Settlement of Liabilities including Outstanding Debit & Variation Adjustment

Subject to section 2.6, all liabilities arising from trades executed in the International Stock Futures and Options on Stock Futures Markets, including outstanding debit and variation adjustments, must be settled in US$ and all liabilities arising from trades executed in all other Markets, including outstanding debit and variation adjustments, must be settled in the currency of the Contract.   Unless the currency of an International Stock Futures Contract or Options on Stock Futures Contract is US$, liabilities arising from trades executed in the International Stock Futures and Options on Stock Futures Markets will be converted by the Clearing House from the currency of the Contract into US$ at the prevailing exchange rate determined by the Clearing House on the day on which the liabilities arose.  Any exchange rate risk arising from the conversion will be borne by the HKCC Participant. 

Notwithstanding any provisions of these Clearing House Procedures, with the exception of International Stock Futures and Options on Stock Futures Contracts, where the currency of the Contract is a currency other than the Hong Kong dollar, any Hong Kong dollars provided to the Clearing House for the purpose of providing cover for liabilities including outstanding debit and variation adjustment will automatically be converted by the Clearing House into the currency of the Contract at the prevailing exchange rate determined by the Clearing House as soon as practicable after such Hong Kong dollars are collected by the Clearing House.  Any exchange rate risk arising from the conversion will be borne by the HKCC Participant.  The Clearing House shall not be required to or be liable for re-converting any converted funds used to settle liabilities including outstanding debit and variation adjustment back to Hong Kong dollars before any funds are credited back to the HKCC Participant.

2.7
Payment of Cover - Direct Margin Debiting System

The system will operate according to the following table when an HKCC Participant’s Clearing House margin liability exceeds cover held and/or an HKCC Participant has outstanding debit.

Table for Payment of Cover

Trading Day

Payment Day
Monday – Friday
Next day (other than a Saturday) on which banks in Hong Kong are open for business*


Saturday

N.A.

           *
This applies to each Exchange Contract regardless of whether it is a trading day in the market on which the underlying instrument or commodity of the Exchange Contract is traded.

Subject to section 2.6, the DMDS will operate as follows:

a) Each HKCC Participant will need to open two bank accounts for House and Client respectively at one of the Prime Settlement Banks or Approved Settlement Banks from time to time appointed by the Clearing House and notified to HKCC Participants (see Appendix VII for the current list of Prime Settlement Banks and Approved Settlement Banks).  For a Registered Trader Account, an HKCC Participant need not have a separate bank account for debiting purpose. The House bank account will be used as the designated bank account unless the relevant Registered Trader is a Client of the HKCC Participant, in which case the Client bank account shall be used as the designated bank account for the Registered Trader Account. Any HKCC Participant wishing to use an additional Client bank account as the designated bank account for a Registered Trader which is a Client must notify the Clearing House in writing. Each HKCC Participant is required to provide the bank via the Clearing House with separate mandates, in such form as shall be approved by the Clearing House, authorizing the transfer, on the Clearing House’s instructions, of funds required to satisfy the daily call for Clearing House margins, loss arising from variation adjustment, outstanding debit and any other liabilities due to the Clearing House.

b) The Clearing House will provide to each Prime Settlement Bank and Approved Settlement Bank, on each bank business day, a list of amounts due from HKCC Participants having accounts at that bank.

c) On receipt of the list, each Approved Settlement Bank will debit the amount due from each HKCC Participant from the HKCC Participant’s account and transfer the same amount to the Clearing House’s account at one of the Prime Settlement Banks designed by the Clearing House.

On receipt of the list, each Prime Settlement Bank will process the transfers internally.  Each Prime Settlement Bank will simultaneously debit the amount due from each HKCC Participant from the HKCC Participant’s account and credit the same amount to the Clearing House’s account maintained with the bank.

d) Each Prime Settlement Bank will notify the Clearing House by 9:15 a.m. (i) of any transfer from the Approved Settlement Banks and (ii) whether any transfer from the HKCC Participant’s accounts maintained with the Prime Settlement Bank cannot be made.

e) HKCC Participants must ensure that their accounts at the Prime Settlement Banks or Approved Settlement Banks contain sufficient credit balances to meet the Clearing House transfer instructions and/or to negotiate appropriate borrowing facilities with the banks concerned.  HKCC Participants maintaining accounts with Approved Settlement Banks must also ensure that their banks transfer all payments to the designated Prime Settlement Banks by 9:10 a.m. on each payment day.

The above system will operate for the currency or currencies set out next to the name of each Prime Settlement Bank and Approved Settlement Bank in Appendix VII.


Written notification to the Clearing House must be given at least 24 hours in advance if HKCC Participants want to nominate another bank or, where applicable, another currency as the medium for the direct debit.  Any bank charges arising in connection with the operation of the system shall be borne by HKCC Participants.
2.8
Intra-day Variation Adjustments

Where the price movements in a Market are particularly volatile such that the applicable Clearing House margin in respect of that Market has been eroded by approximately 25% in case of the Hang Seng Index Futures, Hang Seng Index Options, Mini-Hang Seng Index Futures or Mini-Hang Seng Index Options market and approximately 35% in the case of any other Market, or where the Clearing House considers appropriate under any other circumstances, the Clearing House may make an intra-day variation adjustment in respect of all open Contracts held by an HKCC Participant in that Market and/or any other Market whose underlying instrument is the same as or similar to the underlying instrument of that Market at the time of the intra-day variation adjustment.  The Clearing House will generate an intra-day variation adjustment report, which will set forth the amount which will be debited from or credited to the relevant CCMS Collateral Account of the HKCC Participant as a result of the intra-day variation adjustment.


If the amount to be debited from the CCMS Collateral Account of the HKCC Participant cannot be fully covered by the surplus funds as shown in that account, the Clearing House will inform the HKCC Participant by phone or by any other means as the Clearing House may consider appropriate and the HKCC Participant shall forthwith ensure that there are sufficient funds deposited in its relevant DMDS bank account for debiting purpose.

Funds required to satisfy an intra-day variation adjustment will be collected via the DMDS.  Unless otherwise permitted by the Clearing House, all margin calls for intra-day variation adjustments must be settled in US$ (in the case of International Stock Futures and Options on Stock Futures) and the currency of the Contract (in the case of all other Markets) and must be paid by the HKCC Participant on demand and in any event no later than one hour after notification or such shorter period as may from time to time be prescribed by the Clearing House. Unless the currency of an International Stock Futures Contract or an Options on Stock Futures Contract is US$, intra-day variation adjustment for International Stock Futures and Options on Stock Futures will be converted by the Clearing House from the currency of the Contract into US$ at the prevailing exchange rate as determined by the Clearing House as soon as practicable after the intra-day variation adjustment is made.  Any exchange rate risk arising from the conversion will be borne by the HKCC Participant.

Where an intra-day variation adjustment is made at or before 12:30 p.m. on any day, any amount to be credited to the HKCC Participant as a result of the intra-day variation adjustment will be made by the Clearing House on the same day except that no payment will be made by the Clearing House (i) if the amount to be credited is HK$1 million or less; (ii) if the settlement currency of the relevant Exchange Contract in respect of which the intra-day variation adjustment is made is a currency other than the Hong Kong dollar; or (iii) if the amount represents intra-day variation adjustment arising from Physical Delivery Contracts after the last trading day.   Any amount to be credited as aforesaid will be made automatically via the DMDS to the DMDS bank account designated by the HKCC Participant.  HKCC Participants shall ensure that standing instructions are given to the Clearing House for this purpose.  
Notwithstanding the above, in the case of Physical Delivery Contracts after the last trading day, as long as any cover provided by an HKCC Participant under section 2.6 is sufficient to satisfy an intra-day variation adjustment, no funds will be collected via the DMDS.   To the extent that cover provided under section 2.6 is insufficient, the shortfall will be collected via the DMDS.  Furthermore, no intra-day variation adjustment arising from Physical Delivery Contracts after the last trading day will be credited to HKCC Participants as mentioned above, or used to offset any Clearing House margin liabilities of HKCC Participants. 

Some of the Markets may remain open on public holidays in Hong Kong.  HKCC Participants are advised to arrange additional cover to deal with the potential losses posed by Market movements.  If an HKCC Participant is unable to meet its intra-day margin calls due to the bank closure, the Clearing House may restrict such HKCC Participant from opening new positions and may require compulsory close-outs where circumstances warrant such action.

2.8A
Special Block Trade Margin


If in the opinion of the Clearing House or the Exchange, the executed price of a Block Trade is not fair and reasonable or a significant deviation exists between the prevailing market price and the executed price, or if a Block Trade is executed at such a price that an intra-day variation adjustment would have been triggered had the trade been executed as a normal trade in the Central Orderbook, the Clearing House may, within 30 minutes after the Block Trade is executed, call for a Special Block Trade Margin from the relevant HKCC Participant.


The Clearing House will generate a Special Block Trade Margin report and any Special Block Trade Margin payable by an HKCC Participant will be debited from its relevant DMDS bank account.


If the amount to be payable by the HKCC Participant cannot be fully covered by the surplus funds in its CCMS Collateral Account, the Clearing House will inform the HKCC Participant by phone or by any other means as the Clearing House may consider appropriate and the HKCC Participant shall forthwith ensure that there are sufficient funds deposited in its relevant DMDS bank account for debiting purpose.


Unless otherwise permitted by the Clearing House, all Special Block Trade Margin must be settled in US$ (in the case of International Stock Futures and Options on Stock Futures) and the currency of the Contract (in the case of all other Markets) and must be paid by the HKCC Participant on demand and in any event no later than one hour after notification or such shorter period as may from time to time be prescribed by the Clearing House.  Unless the currency of an International Stock Futures Contract or an Options on Stock Futures Contract is US$, any Special Block Trade Margin for International Stock Futures and Options on Stock Futures will be converted by the Clearing House from the currency of the Contract into US$ at the prevailing exchange rate as determined by the Clearing House as soon as practicable after the Special Block Trade Margin call is made.  Any exchange rate risk arising from the conversion will be borne by the HKCC Participant.


A Block Trade will not be registered with the Clearing House or novated unless the required Special Block Trade Margin and any other criteria applicable to the Block Trade have been satisfied.


For the avoidance of doubt, no amount will be credited to HKCC Participants as a result of any Special Block Trade Margin call.


Some of the Markets may remain open after normal banking hours or on public holidays in Hong Kong.  HKCC Participants are advised to arrange additional cover to deal with any potential Special Block Trade Margin.  If an HKCC Participant is unable to meet its Special Block Trade Margin calls by the prescribed deadline for any reason, the relevant Block Trade(s) shall, without notice being required to be given to the HKCC Participant, be deleted from HKATS and DCASS as if the Block Trade(s) had never been executed.      

2.9 Value Date for Deposit and Release of Foreign Currencies

2.9.1 Deposit of Foreign Currencies

The value date applicable to the transfer of foreign currencies from an HKCC Participant’s account in one bank to the Clearing House’s account in another bank is normally the next (Hong Kong) bank business day after the date on which the HKCC Participant’s bank receives the HKCC Participant’s instructions to effect such transfer.  If that day is a bank holiday in the country issuing the foreign currency, the value date shall be on the next (Hong Kong) bank business day which is not a bank holiday in that country.  The funds cannot be used to cover any liabilities.  Only after the receipt of the funds is confirmed by the Clearing House’s bank, will the Clearing House accept these funds as cover for the HKCC Participant’s Clearing House margin liabilities and/or outstanding debit.

If the HKCC Participant’s account and the Clearing House’s account are maintained with the same bank, the transfer may be effected within the same bank business day, in which case the value date for the transfer of foreign currency shall be the bank business day on which such bank receives the HKCC Participant’s instructions to effect the transfer.

2.9.2
Release of Foreign Currencies

An HKCC Participant may request the release of excess foreign currencies on deposit with the Clearing House on each (Hong Kong) bank business day except for Saturday by inputting a withdrawal order via a CCMS terminal by 11:00 a.m. each bank business day (Monday to Friday).  In the event that the Clearing House, in its sole discretion, agrees to release such surplus foreign currencies, the requesting HKCC Participant’s CCMS Collateral Account with the Clearing House will be debited immediately.   The release of foreign currencies will not be effected the same day, and the requesting HKCC Participants will earn interest on the surplus foreign currencies being released until the release is effected.

2.9.2.1
Japanese Yen


The value date for the release of Japanese Yen is the second (Hong Kong) bank business day after the date on which the release request is received.  If that day is a bank holiday in Japan, then the value date shall be on the next bank business day in Japan.

2.9.2.2
Other Foreign Currencies


The value date for the release of other foreign currencies other than the Japanese Yen is the next (Hong Kong) bank business day after the date on which the release request is received.  If that day is a bank holiday in the country issuing the foreign currency, then the value date shall be on the next bank business day in that country.  

2.10 Release of Surplus Funds or Non-Cash Collateral

An HKCC Participant may request the withdrawal of surplus funds or non-cash collateral in its CCMS Collateral Account by inputting a withdrawal order via a CCMS terminal before 11:00 a.m. each bank business day (Monday to Friday).  It should be noted that the Clearing House will not release any surplus funds or non-cash collateral to HKCC Participants on Saturdays.

2.11 Final Settlement of Futures Contract

2.11.1
Cash Settled Contracts
All Cash Settled Futures Contracts traded on HKATS are cash settled at the Final Settlement Price on the Last Trading Day as determined in accordance with the Contract Specifications.  Any profits or losses on cash settlement will be credited to or debited from the relevant CCMS Collateral Account of the HKCC Participant.  If there are excess funds as shown in the CCMS Collateral Account, after considering all other liabilities, a payment will be made to the HKCC Participant upon request.  If there are insufficient funds as shown in the CCMS Collateral Account to cover the resulting losses, a call will be made via the DMDS.  In addition, a cash settlement fee is charged on every open Futures position on the Final Settlement Day.

In respect of any Cash Settled Futures Contract whose Settlement Currency as specified in the Contract Specifications is different from the currency of the Contract, the amount required to be settled by the HKCC Participant on the Final Settlement Day shall be converted to the Settlement Currency equivalent.  The conversion rate to be applied shall be the exchange rate obtained by the Clearing House at 9:00 a.m. on the Last Trading Day from such source as it shall consider appropriate.  The Clearing House will promptly announce these rates after they are determined.  HKCC Participants must use these rates for conversions at the Client account level.

2.12
Exercise/Assignment of Option Contracts

All the Option Contracts traded on HKATS are cash settled at the Official Settlement Price on the Expiry Day as determined in accordance with the Contract Specifications.  On expiry, any proceeds from the exercise and assignment for the in-the-money Options will be debited from the Option writers’ CCMS Collateral Accounts and credited to the Option holders’ CCMS Collateral Accounts.  If there are excess funds as shown in the CCMS Collateral Account of the relevant HKCC Participant, after considering all other liabilities, a payment will be made to the HKCC Participant upon request.  If there are insufficient funds as shown in its CCMS Collateral Account to cover the resulting losses, a call will be made via the DMDS.  An exercise and assignment fee is levied on both the Option holder and Option writer for auto-settlement on the Expiry Day. 

In respect of any Option Contract whose Settlement Currency as specified in the Contract Specifications is different from the currency of the Contract, the amount required to be settled by the HKCC Participant on the Final Settlement Day shall be converted to the Settlement Currency equivalent.  The conversion rate to be applied shall be the exchange rate obtained by the Clearing House at 9:00 a.m. on the Expiry Day from such source as it shall consider appropriate.  The Clearing House will promptly announce these rates after they are determined.  HKCC Participants must use these rates for conversions at the Client account level. 

Chapter 3
Clearing Documentation

Different types of clearing reports will be produced for HKCC Participants after the daily settlement process. All clearing reports will be made available to HKCC Participants through DCASS and CCMS.  Please refer to the DCASS Terminal User Guide and CCMS Terminal User Guide for details.
Chapter 4
Reserve Fund Contribution

4.2
Calculation Methodology


If HKCC Participant Additional Deposits are required from HKCC Participants, the Clearing House will calculate each HKCC Participant’s contribution requirement based on each HKCC Participant’s daily average risk exposure as follows:

4.2.1
The risk exposure of each HKCC Participant will be measured based on its total net margin liabilities.  The net margin liabilities of each account shall be the sum of the net margin requirements for each Market in that account.


For comparison purpose, the net margin liabilities of all contracts will be measured in Hong Kong dollars or the equivalent based on the conversion rate obtained by the Clearing House from selected financial institutions in Hong Kong for each type of currency.  The net margin liabilities of each of the Client, House, Sink and Registered Trader account will be computed separately.  The total net margin liabilities for each HKCC Participant shall be the sum of the net margin liabilities of each account. For the purpose of calculating the net margin liabilities of an HKCC Participant’s Client accounts for each Market, positions in each Individual Client Account will be aggregated with positions in its Omnibus Client Account and Client Offset Claim Account for that Market and margined together on a net basis, and positions of an HKCC Participant’s Sink Account in the same Market will be margined together on a net basis to determine the net margin liabilities of its Sink Account for each Market.


4.3
Settlement Time


In the event HKCC Participant Additional Deposits are required in respect of any trading day, a clearing report showing the amount payable will be distributed to each HKCC Participant on the morning following that trading day.  Any HKCC Participant Additional Deposit required will be debited from the HKCC Participant’s House CCMS Collateral Account via the Direct Margin Debiting System (DMDS) by 12:00 noon on the third Business Day after the distribution of the clearing report.  HKCC Participants shall ensure that sufficient funds are available in their DMDS House accounts to meet any HKCC Participant Additional Deposit requirements.  Any surplus contribution resulting from a decrease in an HKCC Participant’s daily average total net margin liabilities will be credited to its House CCMS Collateral Account via the Direct Margin Crediting System on the same day (i.e. the third business day after the distribution of the clearing report).


4.4
Release of HKCC Participant Additional Deposits


If, applying the conditions stipulated in section 4.1, the existing resources in the Reserve Fund are determined to be sufficient, and if the total amount of HKCC Participant Additional Deposits calculated according to the formula stipulated in section 4.1 is less than the latest total HKCC Participant Additional Deposit contribution, the Clearing House will refund to HKCC Participants any surplus contribution in accordance with the calculation methodology set forth in section 4.2 above, subject to their HKCC Participants’ Deposits being maintained.  Each HKCC Participant’s new contribution requirement will be calculated using the daily average total net margin liabilities used in the computation of its last contribution requirement.  The difference between the HKCC Participant’s last contribution and new contribution requirement will be credited to its House account via the Direct Margin Crediting System on the next trading day.


In the event HKCC Participant Additional Deposits collected from HKCC Participants have been applied towards any payment in accordance with HKCC Rule 706, the amount of HKCC Participant Additional Deposits which can be refunded to HKCC Participants will be reduced by an equivalent amount.


4.5
Illustration

4.5.6
On Day 6, the maximum risk exposure in the most recent 3 trading days is HK$194,750,000.  This significant reduction in risk exposure indicates that some of the HKCC Participant Additional Deposits obtained earlier may be released.


Applying the formula in section 4.1, the new total HKCC Participant Additional Deposit


= HK$ (194,750,000 ÷ 0.95 – 200,000,000)


= HK$5,000,000


Using the last computed daily average total net margin liabilities of each HKCC Participant, the required margin contributions from HKCC Participants A, B and C are HK$5,000,000, HK$3,000,000 and HK$2,000,000 respectively.

Since HKCC Participant A is a General Clearing Participant, up to HK$6,000,000 of the required amount can be waived. In this case, since the required amount is less than HK$6,000,000, no contribution will be required from HKCC Participant A.

 HKCC

Last

New

  Amount

Participant         Contribution      Contribution     
to be released

   A
HK$ 44,000,000
  NIL
             HK$ 44,000,000

   B
HK$ 30,000,000     HK$ 3,000,000    
HK$ 27,000,000

   C
HK$ 20,000,000     HK$ 2,000,000    
HK$ 18,000,000

By comparing each HKCC Participant’s new contribution requirement with its last contribution requirement, HKCC Participants A, B and C will be refunded HK$44,000,000, HK$27,000,000 and HK$18,000,000 respectively on the following Business Day.

4.6
Termination of HKCC Participantship

The HKCC Participantship of any HKCC Participant can be terminated in any of the following ways:

4.6.1
Resignation


a)
As required by HKCC Rule 217, any HKCC Participant wishing to resign from HKCC Participantship must give to the Clearing House not less than 12 months’ notice in writing of such intention.


b)
A resigning HKCC Participant shall be entitled to reimbursement of its HKCC Participant Additional Deposit only to the extent it is entitled to a release of such HKCC Participant Additional Deposit under section 4.4 and subject to sections c) and d) below.


c)
If the total HKCC Participant Additional Deposit standing to the credit of the Reserve Fund is reduced by virtue of a payment made in accordance with HKCC Rules 706(a) and (c) in the period between such HKCC Participant’s latest contribution and the date of any reimbursement of its HKCC Participant Additional Deposit (“a Payment”), the amount to be reimbursed to that resigning HKCC Participant shall be reduced in respect of each Payment by an amount equal to:






                      A x B  
 

                                                                      C    



where:



A
equals the amount by which all HKCC Participant Additional Deposits standing to the credit of the Reserve Fund were reduced by virtue of any Payment, less such part of any amount recovered by the Clearing House in respect of the default which produced the Payment and credited to the Reserve Fund in the period between the HKCC Participant’s latest contribution and the date of any reimbursement of its HKCC Participant Additional Deposit;

      
B
equals the daily average total net margin liabilities of the resigning HKCC Participant used in the calculation of its latest contribution; and


C
equals the daily average market total net margin liabilities of all HKCC Participants used in the calculation of the latest contribution.

For the avoidance of doubt, calculations (using the above formula) in respect of each Payment to determine the amount of HKCC Participant Additional Deposit to be reimbursed to an HKCC Participant will be carried out on the date on which any reimbursement of HKCC Participant Additional Deposit is made to that resigning HKCC Participant.

d)
If the Clearing House has forfeited all or part of an HKCC Participant’s HKCC Participant Additional Deposit in accordance with HKCC Rule 510, the HKCC Participant’s right to reimbursement shall be further reduced by an amount equal to the amount so forfeited.

e)
On the expiry of a Resignation Notice, the resigning HKCC Participant has the right to reimbursement of any remaining balance of its HKCC Participant Additional Deposit.

f)
A resigning HKCC Participant shall not be required to contribute any HKCC Participant Additional Deposit to the Reserve Fund which is demanded after a Resignation Notice is served on the Clearing House.  However, any contribution requested before its notice of resignation must be met by the resigning HKCC Participant.

4.6.2
Revocation of HKCC Participantship


The HKCC Participantship of an HKCC Participant may be revoked pursuant to disciplinary powers exercised against the HKCC Participant under HKCC Rule 517 or by the Board of the Clearing House under HKCC Rule 519(e).


The HKCC Participant Additional Deposit of the concerned HKCC Participant will be refunded according to the conditions described in section 4.6.1. 

Chapter 5
Capital Based Position Limits

Pursuant to HKCC Rules, the Clearing House may impose position limits on any HKCC Participant to regulate or limit the maximum number or value of gross and net positions which can be held or controlled by the HKCC Participant.

5.1
Position Limits Prescribed by the Clearing House


The gross and net margin liabilities of all clearing accounts of each HKCC Participant may not exceed its gross and net position limits respectively.

Gross and net position limits are assigned to each HKCC Participant on the basis of its Liquid Capital.  Where an HKCC Participant is a Common Participant or carries on regulated activities under the Ordinance other than Type 1 or Type 2 regulated activity, it must apportion either a designated amount or a percentage of the Liquid Capital (as per its latest monthly return filed with the Commission under the Financial Resources Rules and received by the Clearing House from the Commission) for the purpose of clearing trades concluded or to be concluded on the Exchange or satisfying its payment or other obligations as an HKCC Participant to the Clearing House, and the gross and net position limits will be assigned to such HKCC Participant on the basis of its apportioned Liquid Capital as notified to the Clearing House.  Notification of an HKCC Participant’s initial Liquid Capital apportionment or any change thereof shall be made by such HKCC Participant submitting to the Clearing House by facsimile an “Application/Change Request for Liquid Capital Apportionment Form 11” according to the schedule determined by the Clearing House from time to time.  Any notification of changes to the apportionment received by the Clearing House before a time specified by the Clearing House from time to time, shall become effective on the same trading day the notification is received by the Clearing House. Otherwise, changes to the apportionment shall become effective on the commencement of the next trading day following receipt of the notification by the Clearing House.  Notwithstanding the foregoing, the Clearing House reserves the right to accept or reject any initial apportionment or change of apportionment notified to it at its sole discretion.  If no apportionment is notified to the Clearing House, the Clearing House reserves the right to apportion the Liquid Capital on behalf of the HKCC Participant.  For the purpose of this Chapter, the term “Liquid Capital” shall, where applicable, be construed as the “apportioned Liquid Capital”.

Unless otherwise determined by the Clearing House, the gross and net position limits shall be calculated as follows:

Gross Limit
=
6 x (Liquid Capital + Bank Guarantee)

(i.e.,
6 x (Liquid Capital + Bank Guarantee)

≥
the sum of the gross margin liabilities of the House, Omnibus Client, Individual Client, Client Offset Claim, Sink and Registered Trader (“R/T”) Accounts; or

Liquid Capital + Bank Guarantee




≥
16.7% x the sum of the gross margin liabilities of the House, Omnibus Client, Individual Client, Client Offset Claim, Sink  and R/T Accounts)

Net Limit
=
3 x (Liquid Capital + Bank Guarantee)

(i.e.,
3 x (Liquid Capital + Bank Guarantee)

≥
the sum of the net margin liabilities of the House, Client, Sink and R/T Accounts; or

Liquid Capital + Bank Guarantee


≥
33.3% x the sum of the net margin liabilities of the House, Client, Sink and R/T Accounts)
For the purpose of calculating the gross limit of an HKCC Participant, since positions in the House, R/T, Individual Client and Client Offset Claim Accounts are margined on a net basis, the net margin liabilities (please refer to sections 2.2.1 to 2.2.5) of these clearing accounts will be used in calculating the gross limits of HKCC Participants.

For the purpose of calculating the net limit of an HKCC Participant, positions in each of its Individual Client Accounts will be aggregated with positions in its Omnibus Client Account and Client Offset Claim Account and margined together on a net basis to determine the net margin liabilities of its Client Accounts, and positions of an HKCC Participant’s Sink Account will be margined together on a net basis to determine the net margin liabilities of its Sink Account.  

Appendices
The following forms in the Appendices I to IV have been deleted:

FORM NO. 1B

FORM BT

FORM NO. 2B

FORM NO. 3B

FORM NO. 3C

FORM NO. 3D

FORM NO. 5B

All clearing reports in the Appendix VIII have been deleted.

Appendix I-1 
HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2868 0134

199 Des Voeux Road Central
Tel:   2211 6932

Hong Kong

	FORM 1 : 
	ON-BEHALF TRADE ADJUSTMENT REQUEST FORM 


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


Details of Trade Adjustment
	Original Trade Detail
	Detail of Trade Rectified

	
	Trade
	
	
	Trade
	Buy
	
	
	
	
	O/C/
	Free

	
	Date
	Account 
	Series
	No.
	/Sell
	Price
	Quantity
	Account
	Quantity
	N/D
	text*

	1. 
	
	
	
	
	
	
	
	
	
	
	

	2. 
	
	
	
	
	
	
	
	
	
	
	

	3. 
	
	
	
	
	
	
	
	
	
	
	

	4. 
	
	
	
	
	
	
	
	
	
	
	

	5. 
	
	
	
	
	
	
	
	
	
	
	

	6. 
	
	
	
	
	
	
	
	
	
	
	

	7. 
	
	
	
	
	
	
	
	
	
	
	

	8. 
	
	
	
	
	
	
	
	
	
	
	

	9. 
	
	
	
	
	
	
	
	
	
	
	

	10. 
	
	
	
	
	
	
	
	
	
	
	


* The "Free text" field only allows a maximum of 15 characters including any spaces.
	
	
	

	Authorised Signature(s) of HKCC Participant  
	
	Date

	Name of Signatory(ies) : __________________________________________
	
	


	FOR HKCC USE
	
	
	
	

	VERIFIED/ DATE


	APPROVED/ DATE
	INPUT
	INPUT DATE/ TIME
	CHECKED/ DATE


Appendix I-2
HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2868 0134

199 Des Voeux Road Central
Tel:   2211 6932

Hong Kong

	FORM 2 : 
	ON-BEHALF TRADE GIVE-UP/TAKE-UP REQUEST FORM 


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


On Behalf Give-up Details 

	
	Detail of Original Trade
	Detail of Give Up Trade

	
	Trade

Date
	Account
	Series
	Trade No.
	Buy

/ Sell
	Price
	Quantity
	Participant

/ Account
	Quantity
	Free

text*

	1. 
	
	
	
	
	
	
	
	
	
	

	2. 
	
	
	
	
	
	
	
	
	
	

	3. 
	
	
	
	
	
	
	
	
	
	


On Behalf Take-up Details 

	
	Detail of Original Trade
	Detail of Take Up Trade

	
	Trade

Date
	Account
	Series
	Trade No.
	GiveUp

No.
	Buy

/ Sell
	Price
	Quantity
	Participant

/ Account
	Quantity
	O/C
	Free

text*

	1. 
	
	
	
	
	
	
	
	
	
	
	
	

	2. 
	
	
	
	
	
	
	
	
	
	
	
	

	3. 
	
	
	
	
	
	
	
	
	
	
	
	


* The "Free text" field only allows a maximum of 30 characters including any spaces.
	
	
	
	
	
	
	
	

	Authorised Signature(s) of Give-up HKCC Participant
	
	
	Authorised Signature(s) of Take-up HKCC Participant  
	
	Date

	Name of Signatory(ies) : 

_____________________________________
	
	
	Name of Signatory(ies) : 

____________________________________
	
	


	FOR HKCC USE
	
	
	
	

	VERIFIED/ DATE


	APPROVED/ DATE
	INPUT
	INPUT DATE/ TIME
	CHECKED/ DATE


Appendix I-3

HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2868 0134

199 Des Voeux Road Central
Tel:   2211 6932

Hong Kong

	FORM 3 : 
	ON-BEHALF AVERAGE PRICE TRADE (APT) FORM 


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


Details of Average Price Order (APO) Trades
Series :
_____________________________

Buy / Sell :
_____________________________

Resulting APT shall be allocated to :
_____________________________

Client Account No. (for reference only) :
_____________________________

	
	Trade Number
	Price
	Quantity

	1.
	
	
	

	2.
	
	
	

	3.
	
	
	

	4.
	
	
	

	5.
	
	
	

	6.
	
	
	

	7.
	
	
	

	8.
	
	
	

	9.
	
	
	

	10.
	
	
	

	
	
	Total Quantity
	


*
Average Price - The average price of the APT is computed by summing up the product of the execution prices and the respective quantity executed at those prices, dividing such sum by the total quantity under the APT trades. 

	
	
	

	Authorised Signature(s) of HKCC Participant  
	
	Date

	
	
	

	
	
	

	Name of Signatory(ies) : __________________________________________
	
	


	FOR HKCC USE
	
	
	
	

	VERIFIED/ DATE


	APPROVED/ DATE
	INPUT
	INPUT DATE/ TIME
	CHECKED/ DATE


Appendix II-1

HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2868 0134

199 Des Voeux Road Central
Tel:   2211 6932

Hong Kong

	FORM 4 : 
	ON-BEHALF INTERNAL POSITION ADJUSTMENT REQUEST FORM 


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


Details of Position Adjustment
Internal Account Position Transfer 

	
	Old Account
	New Account
	Series
	Long Transfer 
	Short Transfer
	O/C/N/D

	1.
	
	
	
	
	
	

	2.
	
	
	
	
	
	

	3.
	
	
	
	
	
	

	Justification:




Position Netting (Other than position netting between HSI Futures and MHI Futures and between HSI Options and MHI Options)
	
	Account
	Series
	Net Down By

	1.
	
	
	

	2.
	
	
	

	3.
	
	
	

	Justification:




Note: For position netting between HSI Futures and MHI Futures and between HSI Options and MHI Options, use  FORM 8: HSI-MHI POSITION ADJUSTMENT REQUEST FORM. 
	
	
	

	Authorised Signature(s) of HKCC Participant  
	
	Date

	
	
	

	
	
	

	Name of Signatory(ies) : __________________________________________
	
	


	FOR HKCC USE
	
	
	
	

	VERIFIED/ DATE


	APPROVED/ DATE
	INPUT
	INPUT DATE/ TIME
	CHECKED/ DATE


Appendix II-2
HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2868 0134

199 Des Voeux Road Central
Tel:   2211 6932

Hong Kong

	FORM 5 : 
	EXTERNAL POSITION TRANSFER REQUEST FORM 


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Details of Position to be transferred
	
	Old Account
	New Account
	Series
	Long Transfer 
	Short Transfer
	O/C/N/D

	1.
	
	
	
	
	
	

	2.
	
	
	
	
	
	

	3.
	
	
	
	
	
	

	Justification:




Confirmation from HKCC Participants involved 

	Parties Involved
	Authorised Signatures 
	Contact Persons for the transfer

	Transferring Participant
	
	

	HKCC Participant’s Name :


	
	Name :

	DCASS Customer Code: 


	Name of Signatory(ies) :
	Phone No.:

	Receiving Participant
	
	

	HKCC Participant’s Name :


	
	Name :

	DCASS Customer Code: 


	Name of Signatory(ies) :
	Phone No.:

	
	
	


	FOR HKCC USE
	
	
	
	

	VERIFIED/ DATE


	APPROVED/ DATE
	INPUT
	INPUT DATE/ TIME
	CHECKED/ DATE


Appendix II-3

HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2868 0134

199 Des Voeux Road Central
Tel:   2211 6932

Hong Kong

	FORM 6 : 
	ANNULMENT OF POSITION NETTING REQUEST FORM


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


Details of Position Netting to be annulled
Note: Any request to annul a previous position netting which has been done for more than FIVE business days will NOT be entertained.

Request for :  positions other than positions between HSI Futures and MHI Futures and between HSI Options and MHI Options

	
	Date of

Netting
	Account
	Series
	Trade No.
	Buy/Sell
	Original Quantity of  Net Down*

	1.
	
	
	
	
	
	

	2.
	
	
	
	
	
	

	3.
	
	
	
	
	
	

	Justification:




Request for :  positions between HSI Futures and MHI Futures and positions between HSI Options and MHI Options

	
	
	
	
	Original
	Original
	
	Original
	Original

	
	Trade
	
	HSI
	Long
	Short
	MHI
	Long
	Short

	
	Date
	Account
	Series**
	Transfer*
	Transfer*
	Series**
	Transfer*
	Transfer*

	1.
	
	
	  HSI
	
	
	  MHI
	
	

	2.
	
	
	  HSI
	
	
	  MHI
	
	

	3.
	
	
	  HSI
	
	
	  MHI
	
	

	
	
	
	   Total :
	
	
	     Total :
	
	


	
	
	

	Authorised Signature(s) of HKCC Participant  
	
	Date

	
	
	

	Name of Signatory(ies) : __________________________________________
	
	


* The "Original Quantity of Net Down", "Original Long Transfer" and "Original Short Transfer" should be of the same quantity as that of the previous position net down. Partial annulment  will NOT be allowed.

** The series under the fields "HSI Series" and "MHI Series" in the same row should have the same contract month, strike price, call/put but with opposite positions at a ratio of 1:5.

	FOR HKCC USE
	
	
	
	

	VERIFIED/ DATE


	APPROVED/ DATE
	INPUT
	INPUT DATE/ TIME
	CHECKED/ DATE


Appendix II-4
HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2868 0134

199 Des Voeux Road Central
Tel:   2211 6932

Hong Kong

	FORM 8 : 
	HSI-MHI POSITION ADJUSTMENT REQUEST FORM 


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


Details of HSI-MHI Position Adjustment
	
	
	
	
	
	
	
	

	
	
	HSI
	Long
	Short
	MHI
	Long
	Short

	
	Account
	Series*
	Transfer
	Transfer
	Series*
	Transfer
	Transfer

	1. 
	
	  HSI
	
	
	  MHI
	
	

	2. 
	
	  HSI
	
	
	  MHI
	
	

	3. 
	
	  HSI
	
	
	  MHI
	
	

	4. 
	
	  HSI
	
	
	  MHI
	
	

	5. 
	
	  HSI
	
	
	  MHI
	
	

	6. 
	
	  HSI
	
	
	  MHI
	
	

	7. 
	
	  HSI
	
	
	  MHI
	
	

	8. 
	
	  HSI
	
	
	  MHI
	
	

	9. 
	
	  HSI
	
	
	  MHI
	
	

	10. 
	
	  HSI
	
	
	  MHI
	
	

	
	
	   Total :
	
	
	     Total :
	
	


* The series under the fields "HSI Series" and "MHI Series" in the same row should have the same contract month, strike price, call/put but with opposite positions at a ratio of 1:5.

	
	
	

	Authorised Signature(s) of HKCC Participant  
	
	Date

	
	
	

	
	
	

	Name of Signatory(ies) : __________________________________________
	
	


	FOR HKCC USE
	
	
	
	

	VERIFIED/ DATE


	APPROVED/ DATE
	INPUT
	INPUT DATE/ TIME
	CHECKED/ DATE


Appendix III
HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2868 0134

199 Des Voeux Road Central
Tel:   2211 6932

Hong Kong

	FORM AC : 
	DCASS ACCOUNT MAINTENANCE FORM


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


Please tick the following as appropriate :

	(
	Opening of DCASS Account *

	(
	Termination of Existing DCASS Account


Account Details

	DCASS Account Code (if applicable):


	______________________________________________



	Name of Client (applicable to Individual Client Account only)
	______________________________________________

______________________________________________



	Account Type :


	( Individual Client Account

( Other Account Type (please state) 

______________________________________________

	
	


* We declare that we accept all the general terms and conditions for the keeping of the above account as prescribed by HKCC from time to time.  

	
	
	

	Authorised Signature(s) of HKCC Participant 
	
	Date

	
	
	

	Name of Signatory(ies) : ____________________________________________
	
	


	FOR HKCC USE
	
	
	

	VERIFIED BY/ DATE


	CHECKED BY/ DATE
	APPROVED BY/ DATE
	REJECTED BY/ DATE


Appendix IVA – (1)

HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2519 8387

199 Des Voeux Road Central
Tel:   2211 6930

Hong Kong

	  FORM 9 : 
	Notification of Designated Agent / Acceptable EFNs to be delivered*


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


I.
Particulars of Designated Agent**

Name of Designated Agent: ______________________________  CMU Member Code:___________________ 

Contact Person of Designated Agent: _______________________ Tel: ________________________

*
Delete as appropriate

**
Each HKCC Participant must notify the Clearing House of any change in the particulars of the Designated Agent who will be making delivery of EFNs on behalf of the HKCC Participant under an EFN Futures Contract at least 14 Business Days prior to the last trading day of that EFN Futures Contract.

II.
Particulars of EFNs to be delivered

We hereby confirm that the following EFNs will be delivered in settlement of our open positions in the spot month EFN Futures Contract: 

	EFN issue number
	Quantity  (Lots of HK$50,000)
	Nominal value (HK$’000)
	Short Position 

( No. of contracts)
	A/C

C, H, or R/T
	Remarks



	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


	
	
	

	Authorised Signature(s) of HKCC Participant (with Company Chop)
	
	Date

	
	
	

	
	
	

	Name of Signatory(ies) : ____________________________________________
	
	


	FOR HKCC USE
	
	
	

	VERIFIED BY/ DATE


	CHECKED BY/ DATE
	APPROVED BY/ DATE
	REJECTED BY/ DATE


Appendix IVA – (2)

HKFE CLEARING CORPORATION LIMITED
7/F, Vicwood Plaza

Fax:   2519 8387

199 Des Voeux Road Central
Tel:   2211 6930

Hong Kong

	FORM 10 : 
	NOTIFICATION OF SETTLEMENT FAILURE IN RESPECT OF OPEN CONTRACTS IN EXCHANGE FUND NOTES


Particulars of HKCC Participant

	HKCC Participant’s Name :


	DCASS Customer Code  :


Contact Person for this Request Form :

	Name :
	Tel. No. :

	Position :
	Fax No. :


We hereby confirm that all open positions in Exchange Fund Note Futures Contracts set out in the Notification of Settlement Details provided to us by the Clearing House have been settled except the following positions:

	Transaction reference
	EFN issue number
	D = Deliver

R = Receive
	Nominal value

 (HK$’000)
	Settlement amount (HK$)
	C = Client

H = House

R = R/T
	Counterparty CMU code
	Reason1
A or B

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


1
Reason of settlement failure


A =  Counterparty failed to make payment by deadline; 
B =  Counterparty failed to deliver Exchange Fund Notes by deadline

	
	
	

	Authorised Signature(s) of HKCC Participant (with Company Chop)
	
	Date

	
	
	

	
	
	

	Name of Signatory(ies) : ____________________________________________
	
	


	FOR HKCC USE
	
	
	

	VERIFIED BY/ DATE


	CHECKED BY/ DATE
	APPROVED BY/ DATE
	REJECTED BY/ DATE


FORM 11

To
: 
Hong Kong Securities and Clearing Company Limited (“HKSCC”)



HKFE Clearing Corporation Limited (“HKCC”)



The SEHK Options Clearing House Limited (“SEOCH”)


(Fax no. 2579 0111 /2579 0033)

Date
:
 _________________________

1. Application Note 1/Change Request For Liquid Capital Apportionment
1.
Particulars of Participant
	Participant Name
	

	Participant ID
	 HKSCC
	HKCC
	SEOCH

	
	
	
	

	Contact Person Name
	1.
	2.

	Contact Telephone Number
	
	

	Fax Number
	
	


2.
Apportionment of Liquid Capital (either in percentage or amount Note 2)

	Apportionment of Liquid Capital  


	HKSCC
	HKCC
	SEOCH

	(
	in percentage Note 3
	   
	
	

	(
	in amount Note 4
	HK$
	HK$
	HK$


	
	
	
	
	

	Authorised Signature(s) of HKSCC Participant with company chop
	
	Authorised Signature(s) of HKCC Participant 

with company chop
	
	Authorised Signature(s) of SEOCH Participant 

with company chop

	
	

	Note 1


Note 2 
	For an applicant applying to become a participant of any Recognized Clearing House, the applicant is required to provide its Liquid Capital apportionment (or any change thereof in case the applicant is already a participant of at least one Recognized Clearing House) to the relevant Recognized Clearing House at least three Business Days before commencement of its new clearing participantship.

	Note 2
	For Recognized Clearing House with no Liquid Capital to be apportioned, mark the corresponding box with “N/A”

	Note 3
	Total percentage must be less than or equal to 100% 

	Note 4
	Total amount of Liquid Capital apportionment to be used for the purposes of the Recognized Clearing Houses must be less than or equal to the Liquid Capital as per the latest monthly return filed with the Commission under the Financial Resources Rules and received by the relevant Recognized Clearing House from the Commission 


For HKSCC / HKCC / SEOCH Use 

	Action
	
	

	
	Reviewer
	Remarks

	Accepted
	
	

	
	
	

	Rejected
	
	

	
	
	

	Apportionment effective on
	
	


Appendix V - (1)
 Schedule I

HONG KONG DOLLARS
INTEREST AND ACCOMMODATION CHARGE STRUCTURE
1.
INTEREST PAYABLE TO HKCC PARTICIPANTS


Clearing House margin covered by positive equity
)   Base Rate 


Surplus equity






)   minus the Retention


Additional margin (unless otherwise stated)

)   Rate determined by










    the Clearing House










    from time to time










    (p.a.)

2.
ACCOMMODATION CHARGES PAYABLE BY HKCC PARTICIPANTS


Clearing House margin



—  the Retention Rate  


covered by bank guarantee/

            


Exchange Fund Bills/Notes/


U.S. Government Treasury


Bills and Notes/


TraHK Units/


Other non-cash collateral

      


Clearing House margin

—   to be determined by the Clearing 


covered by other


       House from time to time


approved currencies

Appendix V - (2)
Schedule II

UNITED STATES DOLLARS
INTEREST AND ACCOMMODATION CHARGES STRUCTURE
1.
INTEREST PAYABLE TO HKCC PARTICIPANTS


Clearing House margin covered by positive equity
)   Base Rate


Surplus equity






)   minus the Retention


Additional margin (unless otherwise stated)

)   Rate determined by










    the Clearing House










    from time to time










    (p.a.)

2.
ACCOMMODATION CHARGES PAYABLE BY HKCC PARTICIPANTS


Clearing House margin



—  the Retention Rate 


covered by bank guarantee/

            


Exchange Fund Bills/Notes/


U.S. Government Treasury


Bills and Notes/


TraHK Units/


Other non-cash collateral

      


Clearing House margin

— to be determined by the Clearing


covered by other


     House from time to time


approved currencies

Appendix V - (3)
Schedule III
JAPANESE YEN

INTEREST AND ACCOMMODATION CHARGES STRUCTURE
1.
INTEREST PAYABLE TO HKCC PARTICIPANTS


Clearing House margin covered by positive equity
)   Base Rate


Surplus equity






)   minus the Retention


Additional margin (unless otherwise stated)

)   Rate determined by










    the Clearing House










    from time to time










    (p.a.)

2.
ACCOMMODATION CHARGES PAYABLE BY HKCC PARTICIPANTS

Not applicable

Appendix V - (4)
Schedule IV

(deleted)

Appendix VI
Form of Guarantee
Date ........................

From
.....................................

To:
HKFE Clearing Corporation Limited


[Address]

Dear Sirs,


At the request of ............................................................................................................. the (“Client”) and in consideration of your granting and/or continuing clearing facilities to the Client we hereby guarantee to you on demand all moneys for the time being and from time to time owing to you by the Client (whether on account of margin liabilities or otherwise) for the aggregate amount set forth below.


Notice of default on the part of the Client shall be given by you to us in writing and within one (1) business day from receipt of any such written notice we will forthwith pay to you the amount stated as due under this Guarantee.  Such written notice of default being as between you and us shall be deemed as conclusive evidence that our liability hereunder has accrued in respect of the amount claimed.


Our liability hereunder shall not exceed .................................. (..........................................................

 .........................................................................................................) in the aggregate.


This Guarantee is effective from the date hereof and shall remain in force until the expiry at ........................................ (“Expire Date”) or any earlier time by our giving you or by your giving us advance written notice of at least ten (10) business days.  We shall not be liable except as regards defaults of which notice of default has been given to us before the Expiry Date or the said ten (10) business days after the aforementioned notice of termination.


You may from time to time, without our further consent and without affecting our liability hereunder, renew or give up, in whole or in part, any other guarantee or other security received from the Client.  Any amendment to this Guarantee must be approved by you in writing.


This Guarantee shall be governed by and construed in accordance with the laws of Hong Kong S.A.R.  This Guarantee shall not be affected or impaired by any change in the Memorandum and Articles of Association of the Client where applicable.


We hereby confirm that we do not hold any form of collateral and mortgages from the Client in connection with this Guarantee.  This Guarantee is not transferable or assignable.   Upon termination of this Guarantee, this document is to be returned to us for cancellation.



This Guarantee is a continuing guarantee within the limits set out above as to time and amount.



   Authorized signature(s) ..........................................

Appendix VII
List of Prime Settlement Banks and Approved Settlement Banks

List of Prime Settlement Banks and Approved Settlement Banks is as follows:-

Prime Settlement Banks
1.
The Hongkong and Shanghai Banking Corporation Ltd
Currencies:
HK$, US$

2.
Citibank N.A.
Currencies:
HK$, US$

3.
Deutsche Bank AG
Currencies:
HK$, US$

4.
Standard Chartered Bank 
Currencies:
HK$, US$

Approved Settlement Banks
1.
ABN Amro Bank N.V.
Currency:
HK$

2.
The Bank of East Asia, Ltd.
Currency:
HK$

3.
Hang Seng Bank Ltd.
Currency:
HK$

4.
Bank of China (Hong Kong) Ltd
Currency:
HK$

5.
Wing Hang Bank Ltd.
Currency:
HK$

39

