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Rules and Procedures of HKFE Clearing Corporation Limited

CHAPTER IV

CLEARING HOUSE MARGIN, VARIATION ADJUSTMENT,

COVER FOR MARGIN AND ACCOUNTS
Aggregation and set‑off
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 Market Maker 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.

CLEARING HOUSE PROCEDURES FOR FUTURES/OPTIONS CONTRACTS TRADED ON THE AUTOMATED TRADING SYSTEM OF THE EXCHANGE ("HKATS")
Chapter 1

Registration Procedures
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) Market Maker Account, (6) Daily Account, (7) APT Account, and (8) Sink Account.  

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 Market Maker that are with incomplete or invalid account information shall be defaulted to its Market Maker Account in DCASS.
1.2.5
Market Maker Account

The Market Maker Account is for the recording of trades and positions arising from market making activities conducted by an HKCC Participant itself or under any market making arrangement of the HKCC Participant.  Positions in a Market Maker Account are maintained and margined on a net basis.

1.3
Types of Clearing Accounts in CCMS

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) Market Maker 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 Market Maker CCMS Collateral Account(s) unless otherwise specified or the context requires otherwise.  
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 Market Maker Accounts since positions in these accounts are netted automatically.
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 Market Maker Accounts since positions in these accounts are margined on a net basis automatically.

Chapter 2

Settlement Procedures

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

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

2.2.6.1 House (not including positions from the Sink Account), Market Maker or Individual Client Account


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

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 Market Maker 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 

2.3.1
Futures Contracts
2.3.1.1
(c)
If there is no trade during the final two-minute period, and no bid or offer at the close of the Market or if the Clearing House determines according to paragraph (b) that the procedures laid down in this paragraph (c) should be followed, the Closing Quotation will be set by the Clearing House as follows:

(1)
The Clearing House will request all the Market Makers which are available in the relevant Market at that time to provide bid-offer quotes for Futures Contracts in that Market.

(2)
Where bid-offer quotes of each available Market Maker have been obtained, the midpoint of each quote pair shall then be calculated.

(3)
If there is no Market Maker available in the relevant Market, Market Makers available in the Options Market of the same underlying instrument will be requested to provide bid-offer quotes.  If there is no Market Maker available in the relevant Market or Options Market, the Clearing House will set the Closing Quotation with reference to the prices of the underlying instrument or commodity and such other information as the Clearing House considers appropriate.

2.3.2
Option Contracts
(b)
The Clearing House will obtain premiums/discounts of distant month Futures Contracts to the spot month Futures Contract and the volatility of each option series from the Market Makers immediately after the Option Market closes. If there is no Market Maker available, the Clearing House will determine such premiums/discounts and volatility with reference to prices of the underlying instrument or commodity and such other information as the Clearing House considers appropriate.  The premiums/discounts of distant month Futures Contracts are added to the Closing Quotation of the spot month Futures Contract to compute the prices of the underlying for distant month Options.

2.7
Payment of Cover - Direct Margin Debiting System

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 Market Maker 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 Market Maker Account is of a Client nature, in which case the Client bank account shall be used as the designated bank account for the Market Maker Account.  Any HKCC Participant wishing to use an additional Client bank account as the designated bank account for a Market Maker Account which is of a Client nature 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.

Chapter 4

Reserve Fund Contribution

4.2
Calculation Methodology

4.2.1
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 Market Maker 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.

Chapter 5

Capital Based Position Limits

5.1
Position Limits Prescribed by the Clearing House

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 Market Maker (“MM”) 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 MM 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 MM Accounts; or

Liquid Capital + Bank Guarantee

≥
33.3% x the sum of the net margin liabilities of the House, Client, Sink and MM Accounts)
For the purpose of calculating the gross limit of an HKCC Participant, since positions in the House, MM, 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.

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 MM
	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

M = MM
	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
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