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GENERAL RULES OF CCASS

CHAPTER 1 

INTERPRETATION 
101.
Definitions 
When used herein, the following expressions shall, unless the context otherwise requires, bear the following meanings: 

	"Account Transfer Instruction" 

or "ATI" 
	means an instruction of a Participant other than an Investor Participant, in such form as HKSCC may from time to time prescribe as being valid, to effect book-entry movements of Eligible Securities between different Stock Accounts (except Stock Collateral Control Account and in the case of a Clearing Participant or a Custodian Participant, SSA with Statement Service) of the Participant in CCASS, as referred to in Rule 601;



	"Broker Participant"
	means a Participant admitted to participate in CCASS as a Broker Participant immediately before 3 December 2007 and whose Broker Participantship had not been terminated;
  

	" CCASS Internet System" 
	means the website operated by HKSCC for enabling Investor Participants and, upon authorization by a Clearing Participant or a Custodian Participant, SSA Statement Recipients of that Clearing Participant or Custodian Participant to access CCASS in accordance with the Rules;

 

	"CCASS Phone System" 
	means the interactive voice response system operated by HKSCC for enabling Investor Participants and, upon authorization by a Clearing Participant or a Custodian Participant, SSA Statement Recipients of that Clearing Participant or Custodian Participant to access CCASS in accordance with the Rules;

 

	“CCASS Terminal”
	means, in relation to a Participant (other than an Investor Participant) or a Designated Bank, a terminal which provides direct electronic linkage to the CCASS host computer of HKSCC, as referred to in Section 3.1.1 of the Operational Procedures, installed at the office premises of the Participant, its Settlement Agent or the Designated Bank;



	"Clearing Agency 


Transaction"
	means a transaction, other than a SI Transaction, between a Participant other than an Investor Participant or in the case of a GCP, including its NCP, and a Clearing Agency Participant for settlement in CCASS as referred to in Rule 902; 


	“Clearing Agreement”
	means a written agreement between a NCP and a GCP made pursuant to Rule 4001;



	“Clearing Participant”
	means a Participant admitted to participate in CCASS as a Direct Clearing Participant or a General Clearing Participant;



	"Closing-out Contract"
	means a contract entered into by HKSCC on behalf of a defaulting Clearing Participant or Clearing Agency Participant pursuant to Rule 3607;



	"Common Participant"
	means a person admitted as a Clearing Participant of CCASS and duly registered as a participant of one or more of the other Recognized Clearing Houses and “Common Participantship” shall be construed accordingly;



	"Contribution"
	means the contribution made or required to be made by a Clearing Participant to the Guarantee Fund pursuant to Rule 2502;



	"Direct Clearing Participant" 
or "DCP"
	means a Participant admitted to participate in CCASS as a Direct Clearing Participant or a Broker Participant which is deemed to be a Direct Clearing Participant under Rule 305; 



	"E-mail"
	means the electronic mail services for sending messages through electronic mail or other means specified by HKSCC to SSA Statement Recipients upon authorization by a Clearing Participant or a Custodian Participant;

	"Exchange Trade"
	means a trade in an Eligible Security between two Exchange Participants effected on or reported to the Exchange;


	"Event of Default"
	means an event relating to a Clearing Participant or Clearing Agency Participant as referred to in Rule 3701;



	“Financial Resources Rules” 
	means the Securities and Futures (Financial Resources) Rules made by the Commission under the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong) and any amendments, supplements, variations or modifications thereto from time to time in force;


	"General Clearing Participant" or "GCP"
	means a Participant admitted to participate in CCASS as a General Clearing Participant; 


	"Isolated Trade"
	means, as the case may be, either, in relation to an Exchange Trade, a trade which is designated by the two counterparty Exchange Participants concerned to be settled under the Isolated Trades System or in relation to a Clearing Agency Transaction, a trade which is reported by a Clearing Agency Participant to be settled under the Isolated Trade System or, such other trade or transaction between Participants (including an Exchange Trade and a Clearing Agency Transaction but excluding a SI Transaction) which is not accepted by HKSCC for settlement under the CNS System;


	"Mark"
	means an amount required to be provided by a Clearing Participant or a Clearing Agency Participant which is a party to a Market Contract to HKSCC pursuant to Rule 3601;



	"Mark-to-market"
	means the evaluation of the extent, in money terms, to which the value of an unsettled position in Eligible Securities of a Clearing Participant or a Clearing Agency Participant which is a party to a Market Contract has changed, in accordance with Rule 3601;



	"Market Contract"


	means, either, a contract between HKSCC and a Clearing Participant arising as a result of the Novation of an Exchange Trade under the CNS System, or, a contract between HKSCC and a Participant arising as a result of the Novation of a Clearing Agency Transaction under the CNS System, as referred to in Rule 3301;



	“New Issue Brokerage”
	means, in relation to a New Issue, the brokerage in respect of a successful application for New Issue Shares to be passed on by an Issuer to an Exchange Participant under the Exchange’s Listing Rules or the GEM Listing Rules, as the case may be; 


	"Non-Clearing Participant" 
or "NCP"
	means an Exchange Participant which is not a Clearing Participant; 



	“Participant Gateway” 
or “PG”
	means, in relation to a Participant (other than an Investor Participant), an optional technical device, which provides communication interface with CCASS in respect of particular functions specified by HKSCC from time to time, installed at the office premises in Hong Kong of the Participant or its Settlement Agent;


	"Securities-on-hold"
	means the Eligible Securities allocated to the Stock Clearing Account of a Clearing Participant or a Clearing Agency Participant which is a party to a Market Contract by HKSCC under the CNS System, as referred to in Rule 3604;


	“Settlement Agent”
	means a person appointed by a Participant (other than an Investor Participant), pursuant to Rule 3801 to access CCASS and conduct settlement and other activities in CCASS on behalf of the Participant;


	"SMS"
	means the short message services for sending messages via mobile phone or fixed line phone or through other means specified by HKSCC to Investor Participants who have subscribed to the services and to SSA Statement Recipients upon authorization by a Clearing Participant or a Custodian Participant;


	"SSA Statement Recipient"
	means, in relation to a SSA with Statement Service of a Clearing Participant or a Custodian Participant, the persons or persons named and/or maintained by such Participant in the manner prescribed by HKSCC in respect of that SSA with Statement Service, as referred to in Section 3.4A of the Operational Procedures.  For the purposes of the Rules, such person or persons named and/or maintained by the Participant in respect of the SSA with Statement Service shall be treated as a single SSA Statement Recipient in respect of that SSA with Statement Service; 



	"SSA with Statement Service"
	means a Stock Segregated Account of a Clearing Participant or a Custodian Participant in relation to which SSA Statement Recipient is named and/or maintained by such Participant;



	"STI Transfer"


	means a transfer to be effected in CCASS between a SSA with Statement Service and any other Stock Account (including other SSA with Statement Service but excluding Stock Collateral Control Account) of a Clearing Participant or Custodian Participant as a result of (i) the input (and authorisation, if required) of a Stock Segregated Account Transfer Instruction (without affirmation) or (ii) the input (and authorisation, if required) of a Stock Segregated Account Transfer Instruction (with affirmation) affirmed by the relevant SSA Statement Recipient;



	"Stock Account"
	means, in relation to each Clearing Participant, each Stock Clearing Account, Stock Segregated Account, Stock Lending Account and Stock Collateral Control Account; in relation to each Investor Participant, each Stock Clearing Account; and, in relation to each Participant other than a Clearing Participant and an Investor Participant, each Stock Clearing Account, Stock Segregated Account and Stock Lending Account, allocated to and operated by it in which Eligible Securities of such Participant are credited or debited, as referred to in Rule 601;



	"Stock Collateral Control Account"
	means, in relation to each Clearing Participant, the Stock Account in CCASS of such Participant which records (i) the Collateral Securities that have been transferred from Stock Accounts of that Participant to its CCMS Collateral Account(s), as referred to in Rule 601 and (ii) the Eligible Securities that have been transferred from Stock Accounts of that Participant to a collateral account established in CCMS for that Participant by another Recognized Clearing House under its rules;



	" Stock Segregated Accounts" or " SSA"
	means, in relation to each Clearing Participant, the Stock Accounts in CCASS of such Participant other than its Stock Clearing Account, Stock Lending Account and Stock Collateral Control Account and in relation to each Participant other than a Clearing Participant and an Investor Participant, the Stock Accounts in CCASS of such Participant other than its Stock Clearing Account and Stock Lending Account, as referred to in Rule 601, including but not limited to SSA with Statement Service of the Participant;



	"Stock Segregated Account Transfer Instruction" or "STI"
	means an instruction of a Clearing Participant or Custodian Participant, in such form as HKSCC may from time to time prescribe as being valid, to effect book-entry movements of Eligible Securities between the Participant’s SSA with Statement Service and its other Stock Accounts (including other SSA with Statement Service but excluding Stock Collateral Control Account) in CCASS, as referred to in Rule 601;




CHAPTER 3

ADMISSION OF PARTICIPANTS

302.
Categories of Participants

There shall be the following categories of Participants:-

(i) Clearing Agency Participants;

(ii) Custodian Participants;     

(iii) 
Direct Clearing Participants;

(iv) 
General Clearing Participants;

(v) 
Investor Participants; 

(vi) 
Stock Lender Participants; and 

(vii) 
Stock Pledgee Participants. 

303.
Criteria for admission

An applicant for admission as a Participant must apply in the prescribed manner to HKSCC and must demonstrate to HKSCC that it is of good financial standing, has the operational capability to satisfy the requirements of CCASS and is otherwise a fit and proper person to be admitted as a Participant. 

In the case of an application to become a Clearing Agency Participant, the applicant must:- 

(i)
be a body recognised and regulated in Hong Kong by the Commission or other similar regulatory organisation or in an overseas jurisdiction by a governmental body or securities regulatory agency or an equivalent authority in respect of its business in operating the central securities clearing and settlement system and/or central securities depository system or similar systems;

In the case of an application to become a Custodian Participant, the applicant must:-

(i) 
(a)
be an authorized institution under the Banking Ordinance (Chapter 155 of the laws of Hong Kong); or 

An applicant which is an authorised institution under the Banking Ordinance (Chapter 155 of the laws of Hong Kong) and which has a net paid up capital of not less than HK$100,000,000 (or its equivalent in a currency freely convertible into HK dollars) need not comply with (iv) above.

In the case of an application to become a Direct Clearing Participant, the applicant must:- 

(i)
be an Exchange Participant; 

(ii)
be a licensed corporation which is licensed to carry on Type 1 regulated activity under the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong); and 

(iii)
undertake, if its application is successful, to sign a Participant Agreement; to pay to HKSCC as provided in the Participant Agreement an admission fee of HK$50,000 in respect of each Stock Exchange Trading Right held by the applicant (or such other amount as may be specified by HKSCC from time to time); to pay to HKSCC its Contribution in accordance with the Rules; to arrange indemnity insurance in a form acceptable to or as prescribed by HKSCC; and to provide, if required, assurances acceptable to HKSCC in respect of its obligations to HKSCC as a result of its participation in CCASS, including, but not limited to, liabilities for defective Eligible Securities deposited by it into CCASS, such assurances to be in the form of insurance, a guarantee from a bank or in such other form as shall be acceptable to HKSCC; and to procure the agreement of its Designated Bank to comply with the requirements of HKSCC for CCASS money settlement purposes. 

In the case of an application to become a General Clearing Participant, the applicant must: -

(i) (a)
be a licensed corporation which is licensed to carry on Type 1 regulated activity under the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong); or 

(b) be a registered institution which is registered to carry on Type 1 regulated activity under the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong). 

(ii)
(if the applicant is a licensed corporation)

(a)
be a company limited by shares incorporated in Hong Kong; and

(b)
have liquid capital of not less than HK$300,000,000 or its required liquid capital under the Financial Resources Rules, whichever is the higher; or  

(c)
have paid-up share capital of not less than HK$300,000,000 and have liquid capital of not less than HK$100,000,000 or its required liquid capital under the Financial Resources Rules, whichever is the higher. 

(iii)
(if the applicant is a registered institution) 

(a)
have a minimum credit rating of A3 or equivalent by a credit rating agency recognized by HKSCC; or 

(b)
be a Hong Kong dollar note-issuing bank. 

(iv)
demonstrate to the satisfaction of HKSCC that it has an established clearing business in securities listed and/or traded on the Exchange or it has the financial and operational capacity to establish and operate a clearing business in securities listed and/or traded on the Exchange.  
(v) 
undertake, if its application is successful, to sign a Participant Agreement; to pay to HKSCC as provided in the Participant Agreement an admission fee of HK$50,000 or HK$50,000 in respect of each Stock Exchange Trading Right held by the applicant (if applicable) whichever is the higher (or such other amount as may be specified by HKSCC from time to time); to pay to HKSCC its Contribution in accordance with the Rules; to arrange indemnity insurance in a form acceptable to or as prescribed by HKSCC; and to provide, if required, assurances acceptable to HKSCC in respect of its obligations to HKSCC as a result of its participation in CCASS, including, but not limited to, liabilities for defective Eligible Securities deposited by it into CCASS, such assurances to be in the form of insurance, a guarantee from a bank or in such other form as shall be acceptable to HKSCC; and to procure the agreement of its Designated Bank to comply with the requirements of HKSCC for CCASS money settlement purposes.

In the case of an application to become a Stock Lender Participant, the applicant must:- 

(i)
demonstrate to the satisfaction of HKSCC that it either has an established stock lending business in Hong Kong in securities listed on the Exchange or that it has the financial and operational capacity to establish and operate a stock lending business in Hong Kong and has available a sufficient quantity of securities listed on the Exchange for lending; and

305. Transitional Provisions 

For the avoidance of doubt, these Rules and Operational Procedures and all rights, privileges, registrations, approvals, obligations and liabilities accrued to or incurred by any person (including without limitation any category of Participant) prior to the Scheme Effective Date shall continue to be valid and binding on that person whatever the capacity in which those rights, privileges, registrations, approvals, obligations and liabilities have been accrued or incurred. 


A Broker Participant is deemed to be a DCP on 3 December 2007 and shall be so deemed until it becomes a NCP or is admitted as a Participant under a different category and shall continue to be bound by these Rules and Operational Procedures and any amendments thereto from time to time as well as the Participant Agreement which it has entered into when it was admitted as a Broker Participant. All SSA Statement Service of a Broker Participant on 3 December 2007 shall be deemed to be SSA Statement Service of that deemed DCP.


For the avoidance of doubt, these Rules and Operational Procedures and all rights, privileges, registrations, approvals, obligations and liabilities accrued to or incurred by the Broker Participant prior to 3 December 2007 shall continue to be valid and binding on it whatever the capacity in which those rights, privileges, registrations, approvals, obligations and liabilities have been accrued or incurred. 

CHAPTER 4

 TRANSACTIONS BY PARTICIPANTS

402.
Participants to act as principals 
So far as the rights and liabilities between HKSCC and each Participant are concerned, a Participant using any of the services of CCASS, whether by the Participant itself or through a person acting or purported to be acting with the authority of, on behalf of and/or for the account of the Participant, shall be treated as acting as principal, and not as agent, and shall be liable to HKSCC as such.  
In rendering its services, HKSCC shall be under no obligation to recognize any right or interest which any person, including SSA Statement Recipients and NCPs other than a Participant may have or claim to have in relation to all matters concerning CCASS or an Appointed Depositary (including, without limitation, Eligible Securities deposited into CCASS or held by an Appointed Depositary and transactions to be settled thereunder) and the operation thereof by HKSCC, provided that HKSCC may recognize any right or interest which a Recognized Clearing House may have or claim to have in relation to Eligible Securities deposited into CCASS by or for a Participant under or in connection with any charge or security interest granted in favour of the Recognized Clearing House by the Participant in respect of such Eligible Securities. 

CHAPTER 6

STOCK ACCOUNTS AND CCMS COLLATERAL ACCOUNTS

601.
Stock Clearing Account / Stock Segregated Accounts / Stock Lending Account / Stock Collateral Control Account / Stock Account of an Investor Participant 
Subject to the Rules, HKSCC shall allocate to each Participant other than an Investor Participant (i) one Stock Clearing Account; (ii) subject to its approval, such number of Stock Segregated Accounts as HKSCC may in its absolute discretion determine from time to time; and (iii) subject to HKSCC's approval, one Stock Lending Account.  In the case of a Clearing Participant, HKSCC shall allocate to such Participant in addition to the abovementioned accounts one Stock Collateral Control Account.  An Investor Participant shall be allocated one Stock Account only. 

The operation of the Stock Clearing Account, the Stock Segregated Accounts, the Stock Lending Account, the Stock Collateral Control Account and the Stock Account of an Investor Participant, including but not limited to the credit or debit entries made thereto, shall be in accordance with the Rules. 

A Participant other than an Investor Participant may move Eligible Securities between its Stock Accounts, other than Stock Collateral Control Account and, in the case of a Clearing Participant or a Custodian Participant, SSA with Statement Service, by the input of an Account Transfer Instruction in accordance with the Operational Procedures and the “CCASS Terminal User Guide for Participants” of HKSCC, as from time to time in force.  A Clearing Participant or Custodian Participant may also move Eligible Securities between its SSA with Statement Service and any other Stock Accounts (including other SSA with Statement Service but excluding Stock Collateral Control Account by the input of a Stock Segregated Account Transfer Instruction in accordance with the Operational Procedures and the “CCASS Terminal User Guide for Participants” of HKSCC, as from time to time in force.

CHAPTER 7 
SERVICES - GENERAL 

701. 
Services 

Subject to the Rules, HKSCC may supply to Participants the services referred to in the Rules and such other services as may from time to time be deemed appropriate by HKSCC.

In relation to those types of services supplied by HKSCC to a Clearing Participant or Custodian Participant in respect of the Participant’s holdings in the SSA with Statement Service which HKSCC finds it appropriate to make available for use by SSA Statement Recipients for the account of the Participant as provided in the Rules, the Participant may, in such manner as HKSCC may from time to time prescribe, authorize any its SSA Statement Recipients to use any such services (including the giving of instructions in relation thereto) for the account of the Participant subject to the Rules.  For the avoidance of doubt, the use of such services by SSA Statement Recipients for the account of the Participant as aforesaid shall, for the purposes of the Rules, be considered use of the services by the Participant which shall be liable therefor.  Unless otherwise stated in the Rules, such authorization to SSA Statement Recipient is personal to that SSA Statement Recipient.

Notwithstanding anything to the contrary in the Rules, HKSCC may decline in its discretion to provide one or more services or facilities with respect to any transaction or class of transactions, or with respect to any Participant or category of Participants or SSA Statement Recipients. 

Participants (except Investor Participants) or its Settlement Agent shall gain access to services of CCASS via a CCASS Terminal or a Participant Gateway in accordance with these Rules and such conditions as prescribed by HKSCC from time to time.

704. 
Access to CCASS 

Unless the prior written approval of HKSCC is obtained, CCASS Terminals and Participant Gateways can only be installed at the office premises of a Participant or its Settlement Agent. 
Where a Participant can demonstrate to the satisfaction of HKSCC that there is sufficient commercial and policy justification, it may, with the prior written approval of HKSCC, install a CCASS Terminal or a Participant Gateway at a location which is not the office premises of the Participant or its Settlement Agent. Where approval is granted, such installation and access shall be subject to the Rules and such conditions as prescribed by HKSCC from time to time. Where a CCASS Terminal is approved to be installed in a foreign jurisdiction or where CCASS is accessed from a foreign jurisdiction pursuant to Rule 3901, approval shall be subject to such conditions as stipulated in the Rules 3902 to 3904. For the avoidance of doubt, Participant shall continue to be liable as principal and shall bear full responsibility for all acts, omissions, breaches and defaults, even when it or its Authorised User accesses CCASS or conduct its activities in CCASS at a location not at the office premises of the Participant or its Settlement Agent. 

Each Participant must ensure that only persons approved as its Authorised Users are allowed access to CCASS via CCASS Terminals and/or via Participant Gateways.  Where the approval is for access by an Authorised User who is not employed by or affiliated with the Participant or its Settlement Agent, the Participant shall ensure and procure that the Authorised User, in accessing CCASS or conducting its activities in CCASS on behalf of the Participant, complies with the Rules and such other conditions as prescribed by HKSCC from time to time.  

A Participant that wishes to share CCASS Terminal and Participant Gateway with other Participants, Settlement Agents and in the case of CCASS Terminal, Designated Banks, must obtain HKSCC’s prior approval to do so. Where approval is granted, such sharing of CCASS Terminal shall be subject to the Rules and such conditions as prescribed by HKSCC from time to time. For the avoidance of doubt, Participant shall continue to be liable as principal and shall bear full responsibility for all acts, omissions, breaches and defaults, even when it shares CCASS Terminal or Participant Gateway with other Participant, Settlement Agent and or Designated Bank.
CHAPTER 8

DEPOSITORY AND CUSTODIAN SERVICES

815.
HKSCC's liability for defects 

To the extent that the aggregate of the funds or assets available to HKSCC are insufficient at any time to meet all of HKSCC's obligations to Participants subsisting at any time to replace Eligible Securities or to make money compensation to Participants pursuant to Rule 812, Rule 813, Rule 814 and this Rule, based on the amount of the funds or assets available to HKSCC for the purpose at the time (taking into account HKSCC's other liabilities then subsisting), as certified by HKSCC, each Participant to whom HKSCC is liable pursuant to Rule 812, Rule 813, Rule 814 and this Rule shall only be entitled to receive payment pro-rata to the amount due to it as compared with the aggregate amount due to all Participants pursuant to such Rules; HKSCC shall remain liable to Participants but payment of the balance of such amounts due shall only be made as and when, and to the extent that, such funds or assets are subsequently available. In relation to the funds or assets available to HKSCC both to meet its liabilities to Participants pursuant to Rule 812, Rule 813, Rule 814 and this Rule, and to meet its liabilities to Clearing Participants under Market Contracts (as referred to in Rule 3307), HKSCC may apportion the funds or assets so available to it between its liabilities to Participants pursuant to Rule 812, Rule 813, Rule 814 and this Rule and its liabilities to Clearing Participants under Market Contracts, either on a pro-rata basis or in such other manner as HKSCC shall consider fair and appropriate in the circumstances. 

CHAPTER 9

CLEARING SERVICES

901.
Clearance of Exchange Trades 

(i)
Provision of Exchange Trades Details 

In relation to Exchange Trades on each Business Day, details thereof are to be reported to HKSCC by the Exchange. 

HKSCC shall be entitled to rely on the accuracy of the details of the Exchange Trades so reported (and may, in its absolute discretion, accept from the Exchange amendments to such details, including, without limitation, amendments relating to Trade Amendments, “late” Exchange Trades and trades subsequently reported as not recognized by the Exchange) and act on them in accordance with the Rules. 

For the avoidance of doubt, HKSCC shall not be responsible for any delays or inaccuracies in relation to the reporting of details of Exchange Trades by the Exchange to HKSCC. 

HKSCC may require Clearing Participants to provide details of Exchange Trades to it, such details to be in such form as may be specified by HKSCC from time to time. 

(ia)
Substitution Process

Where at least one of the parties to an Exchange Trade is a NCP, the GCP of that NCP designated for clearing Exchange Trades of such NCP shall become a party to the Exchange Trade as principal in substitution for, and with exactly the same rights and obligations under the Exchange Trade as, that NCP. 

(ii)
CNS System/Isolated Trades System for Exchange Trades 

Subject to the Rules, Exchange Trades are to be cleared and settled in CCASS either:- 

(a)
under the Continuous Net Settlement System; or 

(b)
under the Isolated Trades System. 

An Exchange Trade will be cleared and settled in CCASS under the CNS System unless, (a) in accordance with the Exchange Rules, the two counterparty Exchange Participants to an Exchange Trade elect to settle such trade under the Isolated Trades System or (b) the Exchange Trade is not accepted for clearance and settlement under the CNS System by HKSCC in accordance with the Rules. 

Notwithstanding the foregoing, HKSCC shall have the right at any time prior to acceptance for settlement under the CNS System to exclude Exchange Trades for settlement thereunder in which case such trades will be settled under the Isolated Trades System. 

For the avoidance of doubt, if HKSCC exercises its right pursuant to Rule 901 to rely on the accuracy of the details of the Exchange Trades reported to it by the Exchange and elects not to accept any Trade Amendment affecting an Exchange Trade which has been accepted for settlement under the CNS System, the acceptance of such Exchange Trade for settlement under the CNS System will be binding on the Clearing Participants concerned; and if HKSCC accepts that certain trades shall not be recognized, such trades shall be excluded from clearing and settlement in CCASS and shall be deemed not to have been accepted by HKSCC. 
902. Clearance of Clearing Agency Transactions 

(ia)
Substitution Process 

Where the party to a Clearing Agency Transaction is a NCP, the GCP of that NCP designated for clearing Clearing Agency Transactions of that NCP shall become a party to the Clearing Agency Transaction as principal in substitution for, and with exactly the same rights and obligations under the Clearing Agency Transaction as, that NCP. 
CHAPTER 12

MONEY SETTLEMENT SERVICES

1201.
Participants to have Designated Bank Accounts 

Each Participant shall maintain a General Purpose Designated Bank Account in its own name and denominated in Hong Kong dollars for the settlement of money obligations in CCASS.  Each Participant which wishes to settle money obligations in CCASS in an Eligible Currency other than Hong Kong dollars must maintain a Designated Bank Account in its own name and denominated in that Eligible Currency for the settlement of money obligations in CCASS. 

Save with the written approval of HKSCC, a Participant shall not close or change any of its Designated Bank Accounts or modify HKSCC's authority in respect thereof or change any of its Designated Banks.  Without prejudice to the aforesaid, a Clearing Participant which is an Exchange Participant may, subject to the Rules, receive into its General Purpose Designated Bank Account New Issue Brokerage passed on to it. 
A Clearing Participant or a Custodian Participant which wishes to make payment in Hong Kong dollars or an Eligible Currency other than Hong Kong dollars under STI Transfers on a DVP basis in CCASS to its SSA Statement Recipient shall provide HKSCC with the information of the receiving bank account of SSA Statement Recipient denominated in Hong Kong dollars or that Eligible Currency, as the case may be.  The Clearing Participant or Custodian Participant shall ensure that such receiving bank account is maintained by and in the name of SSA Statement Recipient with a bank that has been approved by HKSCC as a Designated Bank, and that such receiving bank account shall not be closed or changed by SSA Statement Recipient save with the written approval of HKSCC.  In providing such information of SSA Statement Recipient to HKSCC, the Clearing Participant or Custodian Participant undertakes to HKSCC that it has obtained the written consent of SSA Statement Recipient to provide the information to HKSCC and for HKSCC to release such information to other persons for the purpose of effecting payment to SSA Statement Recipient.
1202.
Participants to authorise HKSCC 
Each Clearing Participant which is an Exchange Participant is deemed to have authorised HKSCC to disclose information relating to its General Purpose Designated Bank Account to any Issuer and/or its agent subject to the Rules to enable such Issuer or its agent to pay the New Issue Brokerage, if any, into such General Purpose Designated Bank Account. 
1203.
Extent of HKSCC's authority 

HKSCC shall be authorised to cause credits and debits to be made to the Designated Bank Accounts in relation to the following:- 

(i)
the money obligations due to or from Clearing Participants by or to HKSCC under the CNS System and all other money payments in relation thereto; 

(iii) 
the money obligations, if any, between Clearing Participants in respect of the settlement of Exchange Trades under the Isolated Trades System stipulated to be made against payment in CCASS in accordance with the Rules; 

(xi)
the payment of money by Clearing Participants and Custodian Participants to their SSA Statement Recipients in respect of STI Transfers effected as a result of Stock Segregated Account Transfer Instructions stipulated to be made against payment in CCASS in accordance with the Rules.  

In relation to the payment of the New Issue Brokerage into the General Purpose Designated Bank Accounts of Clearing Participants which are Exchange Participants, HKSCC is deemed to have been authorised by the Clearing Participants to disclose to the Issuer and/or its agent information relating to the Clearing Participants’ General Purpose Designated Bank Accounts.  For the avoidance of doubt, all New Issue Brokerage paid into the General Purpose Designated Bank Accounts of Clearing Participants shall be subject to the rights and authorities of HKSCC in relation to the General Purpose Designated Bank Accounts under the Rules, including but not limited to HKSCC’s right of set off under Rule 1207.

1205A.
 Payments relating to STI Transfer
In relation to the transfer of Eligible Securities in CCASS under STI Transfer, the Clearing Participant or Custodian Participant shall specify in the Stock Segregated Account Transfer Instruction whether or not the transfer of Eligible Securities in CCASS is to be made against payment in CCASS in accordance with the Rules on a Delivery Versus Payment or DVP basis and if so, specify the amount of such payment.

1209.
Extent of obligations of HKSCC

The extent of involvement of HKSCC in relation to the payment of the New Issue Brokerage to the General Purpose Designated Bank Accounts of Clearing Participants which are Exchange Participants is limited to the provision of information relating to the General Purpose Designated Bank Accounts to the Issuer and/or its agent to facilitate them to make payment into such General Purpose Designated Bank Accounts.

Without prejudice to any liability that HKSCC may have in respect of anything not done or not omitted to be done in good faith on its part, HKSCC, the Exchange, and a recognized exchange controller which is the controller of HKSCC shall not be liable for any delay by any Designated Bank in giving effect to HKSCC’s instructions or if HKSCC fails to give instructions to any Designated Bank in time on a Settlement Day to achieve payment for value the same day or for any error, discrepancy, delay, default or failure by any Issuer and/or its agent in paying the New Issue Brokerage into the General Purpose Designated Bank Account of any Clearing Participant which is an Exchange Participant or for any delay or failure by HKSCC in providing information in time to facilitate payment of the New Issue Brokerage into the General Purpose Designated Bank Account or for any delay, error or failure in the transmission, receipt or execution of information or instructions due to a breakdown or failure of any communication or telecommunications network facilities or for any delay, error, omission or default on the part of, or of any operator of, any clearing house for any Eligible Currency or of any institution or person providing clearing and settlement services in any Eligible Currency or, without prejudice to the generality of the foregoing, for any defective or incorrect or incomplete messages received from any such clearing house, operator, institution or person or from any action taken or omitted by HKSCC in reliance on such messages.

CHAPTER 14

STATEMENTS AND REPORTS

1402.
Participants to check

It shall be the responsibility of each Participant to promptly check and reconcile with its own records details of such advices, statements and reports and to promptly notify HKSCC in writing and in respect of the Yellow Form Share Allotment Report in the notification of discrepancies form prescribed by HKSCC of any error or omission contained in such advices, statements and reports (in any event within one Business Day in the case of Participants other than Investor Participants and within ten Business Days in the case of Investor Participants except in respect of the Yellow Form Share Allotment Report, Participants other than Investor Participants shall notify HKSCC of the error or omission before the deadline stipulated in the notification of discrepancies form).  HKSCC reserves the right to rectify errors and omissions at any time.

1403.
Advices, statements, reports to be conclusive

Unless otherwise stated in the Rules, any advice, statement or report provided by HKSCC shall, in the absence of manifest error (and in any event after one Business Day of the availability of such advice, statement or report (except in respect of the Yellow Form Share Allotment Report, after the deadline stipulated in the notification of discrepancies form) in the case of Participants other than Investor Participants and after ten Business Days of the deemed receipt of such advice, statement or report in the case of Investor Participants), be conclusive as to its subject matter. Except as otherwise agreed by HKSCC, the failure of a Participant to inform HKSCC of any error or omission in any advice, statement or report promptly (in any event within one Business Day (except in respect of the Yellow Form Share Allotment Report, before the deadline stipulated in the notification of discrepancies form) in the case of Participants other than Investor Participants and within ten Business Days in the case of Investor Participants) shall constitute a waiver in favour of HKSCC by such Participant of any right to require rectification.  
CHAPTER 19
INDEMNITY
1902.
Participants liable for officers, employees etc. 
For the purpose of determining whether a Participant other than an Investor Participant or a Corporate Investor Participant is liable under Rule 1901, the acts or omissions of its officers, employees, agents, representatives, SSA Statement Recipients and the persons comprising SSA Statement Recipients, and NCPs shall be deemed to be the acts or omissions of the Participant.

CHAPTER 20

DISCIPLINARY ACTIONS

2001.
Circumstances subject to disciplinary actions

Subject to Rule 2013, HKSCC may institute disciplinary proceedings against a Participant in respect of an act of misconduct committed or reasonably believed to have been committed by it.  An act of misconduct includes :- 

(i)
a breach of the Rules or the Participant Agreement (including, without limitation, in the case of a Clearing Participant, where the Clearing Participant fails to comply with its obligations to HKSCC or to other Clearing Participants (as the case may be) in relation to the due and punctual settlement under the CNS System or under the Isolated Trades System and matters relating thereto); 

2012.
Commission, Exchange to be notified
Where HKSCC takes disciplinary action against a Participant, it shall notify the Commission and, in the case of disciplinary action being taken against a Clearing Participant which is an Exchange Participant, also notify the Exchange. 

CHAPTER 21

DUTIES AND LIABILITIES OF HKSCC

2104.
HKSCC not to be liable

 (viii)
any act or omissions of any Issuer, any agent of the Issuer or any other party involved in a New Issue, including any delay by any Issuer or its agents in notifying HKSCC of (a) the identity of Participants to whom New Issue Shares have been allocated and the number of New Issue Shares allocated to each of them or (b) the identity of Participants whose applications or tender have been unsuccessful in whole or in part and the amounts of the refunds due to each of them or any failure by any Issuer so to notify HKSCC or the insolvency of any Issuer, any agent of any Issuer or any such other party and/or any error, discrepancy, default, failure or delay by any Issuer or its agent in paying the New Issue Brokerage into the General Purpose Designated Bank Accounts of the Clearing Participants which are Exchange Participants or otherwise;

CHAPTER 22

TERMINATION OF PARTICIPATION

2202.
Forthwith termination by HKSCC 

(vii)
in the event that an Event of Default as referred to in Rule 3701 has occurred in respect of a Clearing Participant, including a failure to provide or replenish its Contribution pursuant to Rule 2508 or Rule 2509; or

2205.
HKSCC to notify Participants etc.

In the case of a Participant other than an Investor Participant, in the event of the termination of participation by such Participant or the receipt of notification to terminate, HKSCC shall as soon as practicable notify the other Participants (other than Investor Participants), the Commission and, in the case of termination of participation by a Clearing Participant which is an Exchange Participant, the Exchange. 

CHAPTER 25

GUARANTEE FUND

2502.
Contributions by Clearing Participants 
Each Clearing Participant shall pay to HKSCC its Contribution. HKSCC shall credit the Contributions by Clearing Participants to the Guarantee Fund. 

Subject to Rule 2508 and Rule 2509, the amount of Contribution from time to time required to be made by each Clearing Participant shall be determined by reference to and shall be subject to such adjustments as are provided in the Operational Procedures.  The minimum amount of the Contribution to be made by each DCP shall be HK$50,000 in respect of each Stock Exchange Trading Right held by such DCP in the Exchange.  The minimum amount of the Contribution to be made by each GCP shall be HK$150,000 or the aggregate of HK$50,000 in respect of Stock Exchange Trading Right held by it and HK$50,000 in respect of each NCP with whom such GCP has entered into a Clearing Agreement, whichever is the higher.  The minimum amount of the Contribution to be made by each Clearing Participant shall be made in cash. HKSCC may from time to time specify such other amount as the minimum amount of the Contribution by each Clearing Participant. 

2503. 
Form of Contributions 
Contributions in excess of the minimum amount required under Rule 2502 may be provided by Clearing Participants in cash or by way of bank guarantees or in such other form as may be acceptable to HKSCC. 

Where applicable, a Clearing Participant providing Contributions shall be deemed to represent and warrant in favour of HKSCC that it has title to and authority over such Contributions, free from all liens, charges, encumbrances, equities and other third party rights of any nature whatsoever.

2504.
Additional resources to Guarantee Fund 
The costs and expenses incurred in establishing, maintaining, managing, administering and terminating such arrangements shall from time to time be paid out of the Guarantee Fund and/or the interest or other sums accruing to the assets of the Guarantee Fund. Further, HKSCC may require Clearing Participants to reimburse it in respect of such costs and expenses, pro-rata to the minimum amount of their respective Contributions required under Rule 2502 or in such other manner as HKSCC considers fair and appropriate. 

2506.
Application of Guarantee Fund 
Without prejudice to other provisions of the Rules, the Guarantee Fund may be applied in respect of:- 

(i)
the obligations and liabilities of HKSCC arising out of Market Contracts (including, but not limited to the costs and expenses incurred in relation to making recoveries from Clearing Participants and in relation to risk management measures effected by HKSCC with respect to Market Contracts); and 

(ii) 
the liabilities of HKSCC for a loss of or defects affecting Eligible Securities pursuant to Rule 813, Rule 814, Rule 815 and Rule 816 and in respect of which a Clearing Participant shall be liable to HKSCC. 

2507. 
Order of application of Contributions 
Without prejudice to HKSCC's right to draw on other resources available to the Guarantee Fund and subject to the terms of any guarantees, facilities, policies or other assets from time to time forming part of the resources of the Guarantee Fund, payments out of the assets of the Guarantee Fund representing the Contributions by Clearing Participants shall be treated as payments out of Contributions by Clearing Participants in the following order of priority : -

(i) 
first, the Contributions made by the Clearing Participants in default (if applicable); and 

(ii) 
then, the Contributions made by all other Clearing Participants (or all Clearing Participants if sub-paragraph (i) above is not applicable) on a pro-rata basis. 

HKSCC shall notify the Clearing Participants concerned in the case of an application under paragraph (i) of this Rule and shall notify all Clearing Participants in the case of an application under paragraph (ii) of this Rule.

2508. 
Replenishment of Contributions 
Whenever the Contribution of a Clearing Participant is applied in accordance with Rule 2507, HKSCC shall require and the Clearing Participant shall promptly replenish the deficiency of its Contributions as a result of such application. 

For the avoidance of doubt, HKSCC may require a Clearing Participant to provide additional amounts as its Contribution in respect of any pending applications thereof pursuant to Rule 2507.

2509. 
Opting out for Contributions exceeding limit 
Notwithstanding Rule 2508, unless otherwise approved by the Risk Management Committee and the Commission, if a Clearing Participant shall, immediately upon receiving notice to it from HKSCC (in any event within two Business Days) of a pro-rata application of the Guarantee Fund pursuant to paragraph (ii) of Rule 2507, give notice in writing to HKSCC of its election to terminate its participation in CCASS pursuant to Rule 2203 and without prejudice to Rule 2202 (and for the avoidance of doubt, without prejudice to HKSCC's right to immediately cease to act for the Clearing Participant), such Clearing Participant's aggregate liability to HKSCC to replenish its Contribution in respect of such pro-rata application and all other pro-rata applications made thereafter by reason of events occurring before the termination of its participation in CCASS, shall not exceed an amount equal to its required Contribution at the date of receipt by HKSCC of such notice by the Clearing Participant, plus two times such amount. 

This Rule shall only apply where a Clearing Participant gives notice to terminate pursuant to Rule 2203 in response to a notice by HKSCC of a pro-rata application of the Guarantee Fund as aforementioned, and not in relation to any other notice to terminate by a Clearing Participant or by HKSCC, as the case may be, provided that if at the time of notice from HKSCC of a pro-rata application of the Guarantee Fund, a Clearing Participant shall have already given notice to terminate its participation in CCASS pursuant to Rule 2203, such Clearing Participant's aggregate liability to HKSCC to replenish its Contribution in respect of all pro-rata applications of the Guarantee Fund by reason of events occurring before the termination of its participation in CCASS, shall not exceed an amount equal to its required Contribution at the date of the notice by HKSCC of a pro-rata application of the Guarantee Fund, plus two times such amount. 

2510. 
Recovery of sums 
If any amount paid out of the Guarantee Fund pursuant to Rule 2506 is subsequently recovered by HKSCC in whole or in part, HKSCC shall, in the absence of any obligation of HKSCC to deal with the amounts so recovered in any other way, credit the amount so received to the Guarantee Fund (and where Contributions by Clearing Participants were used, the amount so received shall be credited to their Contributions in the appropriate manner, having regard to Rule 2507). For the avoidance of doubt, a defaulting Clearing Participant shall be liable to reimburse HKSCC in full for any amount paid out of the Guarantee Fund as a result of its default.

2512. 
Return of Contributions 
For the avoidance of doubt, once credited to the Guarantee Fund, the Contributions made by Clearing Participants shall be dealt with in accordance with the Rules and will not be returned to Clearing Participants except in accordance with the Rules. 

Six months after the termination of the participation in CCASS of a Clearing Participant, provided that all liabilities of such Clearing Participant to HKSCC at the time of termination, actual and contingent, shall have been satisfied or provided for in full, HKSCC may return to the Clearing Participant the balance of its Contribution (taking into account any pending and previous applications of the Guarantee Fund at the time of such termination).

2513. 
Dissolution of Guarantee Fund 
If at any time it appears in the opinion of HKSCC to be in the interests of Clearing Participants or in the interests of the operations of CCASS, HKSCC may, with the approval of the Risk Management Committee and the Commission, dissolve the Guarantee Fund. Unless otherwise provided in the Rules, HKSCC shall be entitled to adopt such procedures in relation to the dissolution of the Guarantee Fund as it shall deem appropriate.

2514. 
Application upon dissolution of Guarantee Fund 
Upon dissolution of the Guarantee Fund, HKSCC may apply the Guarantee Fund in respect of one or more of the following matters:- 

(iii) 
at the discretion of HKSCC, the balance of the Contributions may be returned to Clearing Participants; and

CHAPTER 28

DISCLOSURE

2802.
Disclosure to Issuers of Eligible Securities 

Upon receiving the written request of an Issuer informing HKSCC that New Issue Brokerage is to be passed on to the General Purpose Designated Bank Accounts of Clearing Participants which are Exchange Participants, HKSCC may disclose, in such manner as HKSCC may from time to time determine, information relating to the General Purpose Designated Bank Accounts of the relevant Clearing Participants to the Issuer and/or its agent to facilitate the payment of the New Issue Brokerage.  Such written request shall be in such form and include such provisions as HKSCC may from time to time require, and be received by HKSCC at least three business days before the date of the Prospectus in respect of the relevant New Issue.  HKSCC is deemed to have been authorised by the Clearing Participants which are Exchange Participants to disclose such information to the Issuer and/or its agent.

CHAPTER 33

CONTINUOUS NET SETTLEMENT SYSTEM
3301. 
Novation of Exchange Trades and Clearing Agency Transactions and replacement by Market Contracts 
Upon acceptance of an Exchange Trade by HKSCC for settlement under the CNS System in accordance with the Rules, such Exchange Trade shall be replaced by two Market Contracts through Novation, one between the selling Clearing Participant and HKSCC as buyer, as principals to such contract, and another between the buying Clearing Participant and HKSCC as seller, as principals to such contract. 

Upon acceptance of a Clearing Agency Transaction by HKSCC for settlement under the CNS System in accordance with the Rules, such Clearing Agency Transaction shall be replaced by two Market Contracts through Novation, one between the Participant other than Investor Participant and HKSCC, as principals to such contract, and another between the Clearing Agency Participant and HKSCC, as principals to such contract.

3302. 
Terms of Novation 
The benefit of the performance by HKSCC of such obligations is conferred upon Clearing Participants or Clearing Agency Participants, as the case may be, as principals and not upon any other person whatsoever. 

3303. 
Daily netting 
Immediately upon Novation, the obligations to deliver Eligible Securities between HKSCC and each Clearing Participant or Clearing Agency Participant, as the case may be, under Market Contracts in respect of the same issue of Eligible Securities and having the same settlement date shall be set-off against each other and settlement of the net delivery obligation of a Clearing Participant or Clearing Agency Participant, as the case may be, or HKSCC in that issue, shall take place in accordance with the Rules.

3304. 
Cross-day netting 
In accordance with the Operational Procedures, the obligation to deliver Eligible Securities by a Clearing Participant or Clearing Agency Participant, as the case may be, arising out of Market Contracts in respect of an issue of Eligible Securities on a particular Settlement Day shall be offset against any previously unsettled obligations to deliver Eligible Securities by HKSCC to them arising out of Market Contracts in the same issue (or added to any previously unsettled obligations to deliver such Eligible Securities by them to HKSCC, as the case may be) and vice versa.

3305. 
Allocation algorithm 
In effecting settlement of its obligations to deliver Eligible Securities arising out of Market Contracts, HKSCC may allocate Eligible Securities available to it to Clearing Participants or Clearing Agency Participant, as the case may be, due to receive Eligible Securities in accordance with such allocation algorithm as is provided in the Operational Procedures or in such other manner as it considers appropriate. 

3306. 
Daily netting of money sums upon delivery in CCASS 
Upon delivery of Eligible Securities in CCASS on each Settlement Day pursuant to Market Contracts, the amounts to be paid between each Clearing Participant or Clearing Agency Participant, as the case may be, and HKSCC arising thereunder shall be determined in accordance with the Operational Procedures and shall be set-off against each other to arrive at a daily net money position for such Participant due to or from HKSCC on each Settlement Day. 

Settlement of such daily net money positions is to be made by HKSCC causing debits or credits to the Designated Bank Accounts of Clearing Participants or Clearing Agency Participant, as the case may be, and corresponding credits and debits to its own bank account for value on the same Settlement Day.

3307. 
HKSCC's obligations under Market Contracts 
To the extent that the aggregate of the funds or assets available to HKSCC are insufficient at any time to meet the aggregate of HKSCC's liabilities to Clearing Participants or Clearing Agency Participants, as the case may be, under all Market Contracts subsisting at any time, based on the amount of the funds or assets available to HKSCC for the purpose at the time (taking into account HKSCC's other liabilities then subsisting), as certified in writing by HKSCC, each such Participant to whom HKSCC is liable under Market Contracts shall only be entitled to receive payment pro-rata to the amount due to it as compared with the aggregate amount due to all Clearing Participants or Clearing Agency Participants, as the case may be, under Market Contracts; HKSCC shall remain liable for such Market Contracts but payment of the balance of such amounts due shall only be made as and when and to the extent that funds or assets are subsequently available.  In relation to the funds or assets available to HKSCC both to meet its liabilities to Clearing Participants or Clearing Agency Participants, as the case may be, under Market Contracts and to meet its liabilities to Participants pursuant to Rule 813, Rule 814, Rule 815 and Rule 816 (as referred to in Rule 816), HKSCC may apportion the funds or assets so available to it between its liabilities to Clearing Participants or Clearing Agency Participants, as the case may be, under Market Contracts and its liabilities to Participants pursuant to Rule 813, Rule 814, Rule 815 and Rule 816, either on a pro-rata basis or in such other manner as HKSCC shall consider fair and appropriate in the circumstances. 

3308. 
Non-operation of CNS System 
For the avoidance of doubt, each Clearing Participant shall still provide to HKSCC its Contribution as referred to in Rule 2502. 

CHAPTER 34

ISOLATED TRADES SYSTEM

3401.
Direct settlement in CCASS between Participants

Subject to Rule 3407, each Participant shall settle the Isolated Trades to which it is a party or in the case of a GCP, to which its NCP is a party direct with the other counterparty Participants concerned in CCASS and for the avoidance of doubt, HKSCC will not be responsible for the failure of a Participant to settle Isolated Trades in CCASS.

3402.
Possible measures by HKSCC in case of late delivery

If a Participant fails to deliver Eligible Securities on time under the Isolated Trades System, without prejudice to such other rights as it may have under the Rules, HKSCC reserves the right at any time: 

(iv) 
to execute or arrange on behalf of that Participant a Buy-in on the Exchange to purchase the Eligible Securities required by that Participant in order to settle obligations under Isolated Trades in respect of which that Participant is the seller or delivering party.  For such purpose, HKSCC may on behalf of that Participant instruct its authorized brokers to assist. 
A Buy-in pursuant to this Rule will be settled under the Isolated Trades System.  Without prejudice to any other rights HKSCC may have, HKSCC may require that such a Buy-in be settled on the day of its execution or within such other period as HKSCC in its absolute discretion considers appropriate. In the event that a Buy-in is required by HKSCC to be settled under the Isolated Trades System, if the counterparty Clearing Participant to a Buy-in fails to deliver Eligible Securities on the due date, HKSCC may direct that Clearing Participant to (or may itself on behalf of that Clearing Participant) execute or arrange a further Buy-in on the Exchange to purchase the Eligible Securities required to settle the original Buy-in and so on and so forth.

CHAPTER 35 
LATE DELIVERY OF SECURITIES - CNS SYSTEM 
3501. 
Default fee, stock borrowing and Buy-in 
Subject to the Rules, if a Clearing Participant or Clearing Agency Participant fails or considers prior to T+3 that it may be unable to deliver Eligible Securities on time under the CNS System by the final Batch-settlement-run on the due date (i.e. T+2), then without prejudice to such other rights as it may have under the Rules, HKSCC reserves the right at any time: 

For the purpose of paragraphs (iii) and (iv) of this Rule 3501, HKSCC may on behalf of that Participant instruct its authorized brokers to assist in executing such Buy-in on or off the Exchange.  HKSCC reserves the right to disclose the name and other details of such Participant to its authorized brokers effecting the Buy-in together with such details of the relevant Market Contracts in respect of which a Buy-in is to be effected as HKSCC deems fit. 
HKSCC may grant an exemption from or suspend a Buy-in on behalf of a Clearing Participant or Clearing Agency Participant, as the case may be, on T+3 in accordance with the Operational Procedures. 

The Clearing Participant or Clearing Agency Participant, as the case may be, to whom an exemption from a Buy-in is granted shall be obliged to settle overdue short positions of which exemption is granted by day-end of T+3. In the event that any such Participant fails to do so for whatever reason, HKSCC may consider executing on behalf of such Participant a Buy-in on T+4 (or, if it is not practicable to do so on T+4, at any time thereafter) in its absolute discretion as it may think fit. 

For the avoidance of doubt, any borrowing of Eligible Securities effected by HKSCC pursuant to paragraph (ii) of this Rule shall not affect the obligation of any such Participant to deliver Eligible Securities under the CNS System (in respect of which a borrowing was effected) and HKSCC shall be free to make use of the Eligible Securities so borrowed in such manner as it considers appropriate to satisfy its obligations to deliver Eligible Securities to Clearing Participants or Clearing Agency Participants, as the case may be, under the CNS System. 

In respect of any sums and/or Charged Property provided as Collateral by a Clearing Participant or Clearing Agency Participant, as the case may be, which has failed to deliver Eligible Securities under the CNS System, the only obligation of HKSCC in respect of any such sum so paid by such Participant and/or charged Property provided by the Participant shall be to pay such Participant an amount equal to the balance remaining after satisfaction of all obligations and liabilities (actual or contingent) of such Participant to HKSCC and/or to return to such Participant the balance of the Charged Property remaining after satisfaction of all obligations and liabilities (actual or contingent) of such Participant to HKSCC. 

A Buy-in trade will be executed on behalf of the Clearing Participant or the Clearing Agency Participant, as the case may be, in default to fulfil its delivery obligation and that Buy-in trade will normally be settled under the CNS System in CCASS in accordance with Rules 3301 to 3307. 

Without prejudice to any other rights HKSCC may have, HKSCC may require that a Buy-in pursuant to this Rule be settled under the Isolated Trades System and may also require that such a Buy-in be settled on the day of its execution or within such other period as HKSCC in its absolute discretion considers appropriate. In the event that a Buy-in is required by HKSCC to be settled under the Isolated Trades System, if the counterparty Clearing Participant to a Buy-in fails to deliver Eligible Securities on the due date, HKSCC may direct that Clearing Participant to (or may itself on behalf of that Clearing Participant) execute or arrange a further Buy-in on the Exchange to purchase the Eligible Securities required to settle the original Buy-in and so on and so forth.

In the event that HKSCC executes a Buy-in on behalf of a Clearing Participant or Clearing Agency Participant, as the case may be, pursuant to this Rule, it shall do so at what it determines to be the best prevailing market price and terms available (but taking into account the fact that HKSCC may need to act promptly and provided that HKSCC shall have no liability if it acts in good faith). 

3502. 
Procedures for adjustments in respect of dividends etc. 
HKSCC may from time to time establish such facilities and procedures as it considers appropriate in relation to adjustments or claims in respect of dividends, interest payments, debt redemptions, rights, entitlements, securities and other property accruing to Eligible Securities as a result of late deliveries of Eligible Securities by Clearing Participants or Clearing Agency Participants, as the case may be, under the CNS System.  Any such facilities and procedures shall be binding on such Participants and any such Participants failing to deliver Eligible Securities on time shall be liable to HKSCC accordingly.  Save as otherwise provided, a Clearing Participant or Clearing Agency Participant, as the case may be, due to receive Eligible Securities from HKSCC under the CNS System shall have no claims against HKSCC in respect of such dividends, interest payments, debt redemptions, rights, entitlements, securities and other property as aforesaid. 

Without prejudice to any other right HKSCC may have, if as a result of late deliveries of Eligible Securities by a Clearing Participant or Clearing Agency Participant, as the case may be, under the CNS System such Participant is liable to deliver securities or other property accruing to Eligible Securities to HKSCC, HKSCC may require such a Participant to pay to it forthwith a cash sum of such amount as HKSCC considers appropriate as collateral, until such time as the Participant shall have delivered such securities or other property to HKSCC. HKSCC may require any such Participant to purchase such securities or property and further, may itself at any time purchase such securities or property and the costs and expenses of such purchase shall be borne by the Participant.  In respect of any cash collateral provided to HKSCC by any such Participant, the only obligation of HKSCC in respect of any such sum so paid by the Participant shall be to pay such Participant an amount equal to the balance remaining after satisfaction of all obligations and liabilities (actual or contingent) of the Participant to HKSCC. 

3503. 
Compulsory stock borrowing by HKSCC in case of late delivery 
HKSCC reserves the right at any time to effect a Compulsory Stock Borrowing Transaction in order to: 

(i) 
meet the aggregate of HKSCC's delivery obligations to Clearing Participants or Clearing Agency Participants, as the case may be, which have not been satisfied as a result of a failure by any Clearing Participant or Clearing Agency Participant, as the case may be, to deliver Eligible Securities to HKSCC by the final Batch-settlement-run on the due date (i.e., T+2); or 

For the avoidance of doubt, any borrowing of Eligible Securities effected by HKSCC pursuant to this Rule 3503 shall not affect the obligation of the Clearing Participant or Clearing Agency Participant, as the case may be, to deliver Eligible Securities under the CNS System. 

CHAPTER 36 
RISK MANAGEMENT MEASURES - CNS SYSTEM 
3601. 
Marks 
Each Clearing Participant and Clearing Agency Participant which is a party to a Market Contract shall on demand provide to HKSCC such amounts ("Marks") as may be considered appropriate by HKSCC as a result of the Mark-to-market of all unsettled Market Contracts to which such Participant is a party. 

Where a Clearing Participant and Clearing Agency Participant which is a party to a Market Contract wishes HKSCC to waive computation of Marks on a part or the whole of a short stock position not due for settlement, it may provide the relevant quantity of Collateral Security representing the short stock position to HKSCC.  HKSCC will have absolute right to use such Collateral Security to settle the covered portion of the stock position on or before its Settlement Day. 

3602. 
Collateral 
HKSCC shall be entitled from time to time to require a Clearing Participant and a Clearing Agency Participant which is party to a Market Contract to provide on demand collateral (including concentration collateral) or additional collateral ("Collateral") in such form, to such extent and in such manner as is determined by HKSCC to be appropriate by reference to, inter alia, the level of exposure of such Participant to HKSCC (including, but not limited to, the risks associated with the effecting of Closing-out Contracts pursuant to Rule 3607 and the risks of effecting Buy-ins pursuant to Rule 3501 in the event of a default by the Participant) and such other matters as HKSCC shall consider relevant, all in accordance with the Rules. 

A Clearing Participant or Clearing Agency Participant which is a party to a Market Contract providing Collateral to HKSCC, where applicable, represents and warrants in favour of HKSCC that it has title and authority to provide such Collateral to HKSCC, free from all liens, charges, encumbrances, equities and all other third party rights of any nature whatsoever.

3603. 
Form of Marks and Collateral 
Without prejudice to Rules 3601 and 3602, HKSCC may, for the purposes of deciding whether or not to require Clearing Participants and Clearing Agency Participants which are parties to Market Contracts to provide Marks or Collateral, prescribe position limits on such Participants. 

HKSCC may apply all or any of the Marks, and/or Collateral (including all rights and entitlements thereto, if any) and/or Charged Property or the proceeds thereof at any time without prior notice to a Clearing Participant or Clearing Agency Participant which is a party to a Market Contract, as the case may be, which has made the provision of Marks, Collateral and/or Charged Property in or towards satisfaction of the obligations and liabilities (actual or contingent) of such Participant to HKSCC. 

A Clearing Participant or Clearing Agency Participant which is a party to a Market Contract, as the case may be, which provides Marks, Collateral and/or Charged Property shall not create or permit to subsist any mortgage, charge or other encumbrance over all or any of the Marks, Collateral or Charged Property.  The Marks, Collateral and Charged Property shall be in addition to and independent of any security which HKSCC may at any time hold for the obligations and liabilities of such Participant. 

In respect of any sums received by HKSCC and/or Eligible Securities deposited with HKSCC as Marks, Collateral and/or Charged Property from a Clearing Participant or Clearing Agency Participant which is a party to a Market Contract, as the case may be, the only obligation of HKSCC to such Participant shall be to pay such Participant an amount equal to the balance remaining after satisfaction of all obligations and liabilities (actual or contingent) of such Participant to HKSCC and/or to return to such Participant the balance of the Charged Property remaining after satisfaction of all obligations and liabilities (actual or contingent) of such Participant to HKSCC.

3604. 
Securities-on-hold 
Until such time as HKSCC is satisfied that it has received payment in full in respect of Eligible Securities delivered by HKSCC to a Clearing Participant or Clearing Agency Participant as the case may be under the CNS System on a particular Settlement Day or unless otherwise agreed by HKSCC, title and property in such Eligible Securities ("Securities-on-hold") shall not pass to such Clearing Participant or Clearing Agency Participant, as the case may be.

For the avoidance of doubt, title and property in Securities-on-hold shall be deemed to have passed when such Clearing Participant or Clearing Agency Participant, as the case may be, is allowed by HKSCC to use or withdraw such Eligible Securities from CCASS but at any time before then, HKSCC shall be free to use or apply such Eligible Securities in such manner as HKSCC considers appropriate.

3605. 
Evidence of Securities available for settlement 
In relation to Exchange Trades or Clearing Agency Transactions in Eligible Securities which are subject to expiry (e.g. warrants) or which HKSCC considers as high risk securities and which are to be settled under the CNS System, the delivering Clearing Participant or the delivering Clearing Agency Participant as the case may be must ensure that when they or, in the case of GCPs, including their NCPs, place a selling order or in the case of a Clearing Agency Transaction when the transaction is reported to HKSCC by the Clearing Agency Participant they have readily available evidence showing that, on or before the due date for settlement of the Market Contracts, they have or will have the required quantity of Eligible Securities in their stock accounts in CCASS for settlement of the Market Contracts. The delivering Clearing Participant or delivering Clearing Agency Participant, as the case may be, shall provide the evidence to HKSCC upon request. 

If at any time HKSCC is not satisfied that such Participant has or will have the Eligible Securities on the due date for settlement of the Market Contract, HKSCC may direct such Participant to arrange or may on behalf of such Participant execute immediately a Buy-in on or off the Exchange to purchase the Eligible Securities required by that Participant to settle its obligations in respect of that Market Contract.  If a Buy-in is unable to be effected, HKSCC may require additional cash collateral to be provided by the Participant in such amount as HKSCC considers appropriate.

3607. 
Closing-out 
If at any time HKSCC decides that an Event of Default exists in relation to a Clearing Participant or Clearing Agency Participant, HKSCC may, in respect of the obligations of such Clearing Participant or Clearing Agency Participant arising out of all or any Market Contracts to which it is a party and which are unsettled at the time (whether or not due for settlement), on behalf of the Clearing Participant or Clearing Agency Participant, enter into Closing-out Contracts at what it determines to be the best prevailing market price and terms available (but taking into account that HKSCC may need to act promptly and provided that HKSCC shall have no liability if it acts in good faith) and for such purpose, HKSCC may instruct other authorized brokers to assist. 

Each defaulting Clearing Participant or Clearing Agency Participant shall indemnify HKSCC against all costs, fees, expenses, liabilities, losses and damages of any nature whatsoever suffered or incurred by it directly or indirectly arising out of the entering into such Closing-out Contracts by HKSCC. 

CHAPTER 37 
DEFAULT RULES - CNS SYSTEM 
3701. 
Events of Default 
In the event that:- 

(i) 
a Clearing Participant or Clearing Agency Participant fails duly to perform or is, in the opinion of HKSCC, in material breach of any provision of the Rules or of any agreement, understanding or arrangement which the Clearing Participant or Clearing Agency Participant has from time to time entered into with HKSCC; 

(ii) 
a Clearing Participant which is an Exchange Participant is in breach of the terms of its Exchange Participantship or the rules of any market or is suspended or expelled from Exchange Participantship or ceases to be an Exchange Participant or a SEOCH Participant ; 

(iii) 
a Clearing Participant ceases to be a licensed corporation licensed or a registered institution registered to carry on Type 1 regulated activity under the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong) or fails to comply with the rules and regulations applicable to such licensed corporation or registered institution; 

(iv) 
a Clearing Participant or Clearing Agency Participant defaults in payment of any sum payable to HKSCC or, if the Clearing Participant is a Common Participant, defaults in payment of any sum payable to any other Recognized Clearing House or commits an event of default under the rules of such Recognized Clearing House; 

(v) 
a Clearing Participant or Clearing Agency Participant fails to pay when due any sum due and payable, or is otherwise in default under the terms of any agreement or threatens or proposes to suspend payment or to default under the terms of any agreement; 

(vi) 
in respect of a Clearing Participant or Clearing Agency Participant, a bankruptcy or winding-up petition is presented, or a notice of a proposal for a resolution for its winding-up is given, or a voluntary arrangement is approved by the court for the benefit of creditors, or if HKSCC considers in its absolute discretion that the occurrence of such events are imminent or likely; 

(vii) 
in respect of a Clearing Participant or Clearing Agency Participant, a receiver, manager or administrative receiver is appointed or a composition or scheme of arrangement is approved by the court, or if HKSCC considers in its absolute discretion that the occurrence of such events are imminent or likely; 

(viii) 
an assignment or composition is made by a Clearing Participant or Clearing Agency Participant for the benefit of its creditors or any of them, or if HKSCC considers in its absolute discretion that the occurrence of such events are imminent or likely;

(ix) 
in respect of a Clearing Participant or Clearing Agency Participant, a resolution is passed for its winding-up (save for the purpose of amalgamation or reconstruction) or a bankruptcy or winding-up order is made, or if HKSCC considers in its absolute discretion that the occurrence of such events are imminent or likely; 

(x) 
[Repealed];

(xi) 
any distress, execution or other process is levied or enforced or served upon or against any property of a Clearing Participant or Clearing Agency Participant; 

(xii) 
in respect of a Clearing Agency Participant that is a “recognized clearing house” under the Securities and Futures Ordinance (Chapter 571 of the laws of Hong Kong) as the term is defined therein, if it ceases to be so recognized; or 

3702. 
Actions on default 
Without prejudice to any other provision of the Rules, the actions which HKSCC may take as referred to in Rule 3701 are:- 

(ii) 
to sell or apply Marks, Collateral, Charged Property (including, but not limited to, Derived Assets credited to the Entitlement Account of a defaulting Clearing Participant or Clearing Agency Participant), any Eligible Securities held by HKSCC in lieu of Marks or for HKSCC’s waiver in computation of Marks on any Market Contract and any securities furnished by a defaulting Clearing Participant or Clearing Agency Participant, without further reference to the Clearing Participant or Clearing Agency Participant and to execute all such documents and take all such action as may be necessary in connection therewith, if appropriate, on behalf of the Clearing Participant or Clearing Agency Participant; 

(v) 
to debit Eligible Securities from the Stock Clearing Account of a defaulting Clearing Participant or Clearing Agency Participant without further reference to the Clearing Participant or Clearing Agency Participant;

(vii) 
to take such other action as it deems necessary or desirable for the protection of HKSCC with respect to Market Contracts to which a defaulting Clearing Participant or Clearing Agency Participant is a party, at the Clearing Participant's or Clearing Agency Participant's expense and if appropriate, in its name. 

In the event that HKSCC takes one or more steps referred to in this Rule against a Clearing Participant or Clearing Agency Participant, HKSCC may declare the Clearing Participant or Clearing Agency Participant to be a "Defaulter". 

In the event that HKSCC takes any action under sub-paragraphs (i) and (ii) of this Rule 3702 against a Clearing Participant or Clearing Agency Participant, HKSCC shall declare the Clearing Participant or Clearing Agency Participant to be a "Defaulter". 

On the occurrence of an event set out in sub-paragraph (ix) of Rule 3701, HKSCC shall declare the Clearing Participant or Clearing Agency Participant to be a "Defaulter". 

3703. 
Declaration as Defaulter 
A Clearing Participant or Clearing Agency Participant declared to be a Defaulter shall, unless otherwise decided by HKSCC, thereupon cease to be a Participant but shall nevertheless be bound to take or refrain from taking all such action and suffer all such things to be done under the Rules in the case of a Defaulter and shall continue to be bound by the Rules in relation to all matters, transactions and circumstances arising whilst it was a Participant.

CHAPTER 38 
SETTLEMENT AGENT 

3801.  Application for Settlement Agents to be connected to CCASS 
HKSCC may, on a Participant’s application, approve the appointment of a Settlement Agent by a Participant to access CCASS and conduct settlement and other activities in CCASS on behalf of the Participant. For the avoidance of doubt, Investor Participants are not entitled to apply for the appointment of a Settlement Agent, and a Participant (other than an Investor Participant) shall not appoint more than one Settlement Agent unless with the prior written approval of HKSCC. 

In applying for the appointment of a Settlement Agent to access CCASS, a Participant shall follow such procedures as may from time to time be prescribed by HKSCC. 

Approval of an application for the appointment of a Settlement Agent is entirely at the discretion of HKSCC. HKSCC may impose such conditions and restrictions as it thinks fit at the time of approval of such application and at any time thereafter during the appointment of the Settlement Agent by giving written notice to the Participant.

3802.  Obligations of CCASS Participants in connection with Settlement Agents 
So long as its appointment of a Settlement Agent is valid, the Participant shall ensure and shall procure that the Settlement Agent, in conducting its activities in CCASS on behalf of the Participant, complies with the Rules and the Operational Procedures as set out by HKSCC from time to time. Where its Settlement Agent’s access to CCASS is from a foreign jurisdiction or its Settlement Agent’s office premises are located in a foreign jurisdiction, the Participant shall specifically comply with Rules 3901 to 3904. 

A Participant shall give prompt notice to HKSCC of any change in information regarding the Settlement Agent or its appointment as supplied to HKSCC at the time of application under Rule 3801 or as supplied to HKSCC from time to time after the application has been approved. 

A Participant shall, in relation to all its activities, dealings and transactions in CCASS or with HKSCC or in relation to all Eligible Securities standing to its credit in CCASS from time to time, be liable to HKSCC under the Rules as principal notwithstanding its arrangement with a Settlement Agent. For the avoidance of doubt, all acts done, instructions input and communications given in or related to CCASS by a Participant’s Settlement Agent or purported to be done, input or given via the Participant’s Settlement Agent’s access and connection to CCASS shall, for the purposes of the Rules, be treated as those of the Participant, and the Participant shall be liable as principal for all such acts, instructions and communications. 

A Participant shall ensure that it is able to, and shall continue to, comply with all of its obligations as a Participant under the Rules despite its appointment of and engagement of the services of a Settlement Agent.  A Participant shall further ensure that its Settlement Agent does not subcontract, assign or in any way permit any other party (whether or not associated with the Settlement Agent or the Participant) to perform its rights and obligations as the Participant’s Settlement Agent except with the prior written approval of HKSCC. 

CHAPTER 39 
ACCESS TO CCASS FROM A FOREIGN JURISDICTION 

3901.  Obligations of Participants or Settlement Agents located in a foreign jurisdiction 
A Participant that wishes (i) to install a CCASS Terminal at its or its Settlement Agent’s office premises located in a foreign jurisdiction or (ii) to access and operate CCASS from a foreign jurisdiction must obtain HKSCC’s prior written approval to do so. Where approval is granted, such installation shall be subject to the following Rules of this chapter and such conditions as prescribed by HKSCC from time to time. 

A Participant shall ensure that it is able to, and shall continue to, comply with all of its obligations as a Participant under the Rules despite the location from where it is accessing CCASS and despite its appointment of a Settlement Agent which accesses or operates from a foreign jurisdiction. 

A Participant shall ensure that its money obligations arising from the operation of CCASS or other liabilities owing to HKSCC are settled in Hong Kong via one of the Designated Banks and that all money settlement is effected under Hong Kong business hours within the time and in accordance with the process specified under the Rules. 

A Participant shall satisfy such other requirements and conditions in relation to its or its Settlement Agent’s access to CCASS from a foreign jurisdiction as may from time to time be imposed by HKSCC. For the avoidance of doubt, in the event that any access to CCASS from a foreign jurisdiction is determined by HKSCC to be inappropriate for CCASS, HKSCC may discontinue such arrangement at any time by notifying the Participant in writing. 

3902.  Books and records 
A Participant or its Settlement Agent which accesses and operates CCASS from a foreign jurisdiction, shall maintain in Hong Kong a set of books and records of its CCASS related activities, and ensure, and shall procure the Settlement Agent to ensure, that it is kept up-to-date on a day to day basis. The duplicate set can be in hardcopy or electronic form. Upon HKSCC’s request, a Participant shall make available the hardcopy of books and records for inspection by HKSCC. Such copy shall be certified by a director or the company secretary of the Participant that it is a true and complete copy of the original. 

3903.  Communication 
A Participant shall provide a means of communication with HKSCC, so that HKSCC will not bear any additional cost or suffer from any inconvenience due to the location of the Participant’s CCASS Terminal or the location from where the Participant or its Settlement Agent access CCASS. A Participant may be required to reimburse HKSCC against all costs incurred by HKSCC in connection with any communication or correspondence with the Participant and its Settlement Agent, employees or representatives outside Hong Kong. The Participant shall be available for contact during normal CCASS operation hours. Emergency contacts in the relevant foreign jurisdictions shall also be available for time outside normal CCASS operation hours. 

3904. Legal liabilities 

A Participant shall obtain from a reputable law firm of a foreign jurisdiction a legal opinion issued in favor of HKSCC confirming that : 

(i)  having the Participant’s CCASS operation and the placement of the CCASS Terminal in a foreign jurisdiction; and/or 

(ii) appointing a Settlement Agent which accesses CCASS on the Participant’s behalf from or has its operation in a foreign jurisdiction 

will not (a) subject HKSCC, the Exchange or a recognized exchange controller to any legal, regulatory, reporting, registration or other requirements of the foreign jurisdiction; (b) deem HKSCC, the Exchange or a recognized exchange controller to be carrying on any business in that jurisdiction; (c) have any tax implications on HKSCC, the Exchange or a recognized exchange controller; and (d) affect the right of inspection by HKSCC to books, records or systems relating to CCASS or transactions conducted through CCASS in that jurisdiction. The legal opinion shall be issued in such form as may be required by HKSCC. 

A Participant shall ensure that it complies with all applicable laws, regulations and requirements of the jurisdiction where its and its Settlement Agent’s CCASS Terminals, office premises or operations are located.
CHAPTER 40
 CLEARING BY GENERAL CLEARING PARTICIPANTS

4001. 
Execution of Clearing Agreement
Every GCP which intends to clear and settle Exchange Trades and Clearing Agency Transactions for NCPs shall enter into a Clearing Agreement with each NCP the Exchange Trades and Clearing Agency Transactions of which it clears and settles. Except as otherwise approved by HKSCC and subject to such terms and conditions as HKSCC may from time to time specify, a GCP shall not accept for clearing and settlement of any Exchange Trades and Clearing Agency Transactions of a NCP unless and until there is in place a valid, binding and effective Clearing Agreement between it and the NCP.  

4002.
Notification of execution of Clearing Agreement

A GCP shall notify HKSCC of each Clearing Agreement it entered into with a NCP forthwith upon its execution.  Such notification shall be in such form as HKSCC may from time to time specify and be accompanied by a certified copy of the executed Clearing Agreement. 

4003. 
Obligations of GCP 
A GCP shall capture all liabilities for all the Exchange Trades and Clearing Agency Transactions concluded by each NCP with which it has entered into a Clearing Agreement, as if it was a party to these trades and transactions and shall not be entitled to decline to settle and clear any Exchange Trades and Clearing Agency Transactions of the NCP.   A GCP shall have arrangement in place with each NCP for the NCP to notify it of all Exchange Trades concluded by the NCP, and all Clearing Agency Transactions of which the NCP is a party. 

A GCP shall have arrangement in place to monitor the ability of each NCP with whom it has entered into a Clearing Agreement to satisfy promptly all obligations arising from the Exchange Trades and Clearing Agency Transactions concluded by such NCP.  A GCP must forthwith notify HKSCC of any failure of its NCP to meet its obligations under the Clearing Agreement.
A GCP shall, within a period as HKSCC may specify, provide information in its possession about its NCPs to HKSCC, including but not limited to, financial position, a NCP’s underlying client information or any other information or documents as HKSCC may demand.

A GCP shall ensure that the Clearing Agreement to which it is a party, and all subsequent agreements to amend the Clearing Agreement do not contain any provision which is inconsistent with the Rules and has terms and conditions to facilitate the performance of, and be consistent with, the GCP’s obligations under the Rules.  The Clearing Agreement shall incorporate any additional conditions prescribed by HKSCC from time to time. A GCP shall be bound by and comply strictly with the terms of each Clearing Agreement to which it is a party, to the extent that those Clearing Agreements are consistent with the Rules.
A GCP shall notify HKSCC of any changes to any of the Clearing Agreements it entered into forthwith upon such changes being made.  Such notification shall be in a form as HKSCC may from time to time specify and be accompanied by a certified copy of a document evidencing such changes.  For the avoidance of doubt, a GCP must ensure that any changes to the Clearing Agreement and any amendment agreement are in compliance with these Rules.   

4004. 
Termination of Clearing Agreement 
A GCP shall give not less than one Business Day prior written notice to HKSCC if it or any of its NCPs intends to terminate the Clearing Agreement between them. 

When HKSCC receives a termination notice from a GCP, HKSCC will acknowledge receipt of such termination notice to the GCP (with a copy to the NCP concerned) in writing and unless and until written acknowledgement has been issued to the GCP, the Clearing Agreement shall be treated as valid, binding and effective by HKSCC for the purposes of these Rules notwithstanding any provision to the contrary in the Clearing Agreement and/or the termination notice and the GCP shall continue to be bound by the Clearing Agreement and responsible for all the Exchange Trades and Clearing Agency Transactions concluded by such NCP.   

Notwithstanding the above, the Clearing Agreement is deemed to be terminated when the GCP is declared as a defaulter or suspended from further activities in CCASS under the Rules.
The termination of Clearing Agreement will not affect any rights or liabilities of the GCP and NCP arising out of matters which have taken place prior to the termination of the relevant Clearing Agreement and for the purpose of settlement of any such rights or liabilities of the GCP and NCP, HKSCC may continue to treat the GCP as the GCP of the relevant NCP. 
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