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CCASS OPERATIONAL PROCEDURES

Definitions

(a)
For the convenience of readers, the definitions contained in the Rules are repeated below.

"Callable Bull/Bear Contract"
has the same meaning as "CBBC" in the Exchange Rules;

"derivative warrant"


has the same meaning as "derivative warrant" in the Exchange Rules;
    "Structured Products"
has the same meaning as "structured products" in the Exchange's Listing Rules which may include, but are not limited to, derivative warrants,  Equity Linked Instruments and Callable Bull/Bear Contracts;


   “Trade Amendment”

means, in relation to an Exchange Trade, errors relating to details of such Exchange Trade reported to HKSCC by the Exchange, the rectification of which have been approved by the Exchange in accordance with the Exchange Rules;
Section 8

Nominee Services

8.2.3
Scope of nominee services provided by HKSCC

Full nominee services will normally be provided by HKSCC in respect of the following types of corporate actions or activities: 

(xi) automatic exercise of derivative warrants at expiry – Section 8.13A;

(xii)
automatic exercise of Callable Bull/Bear Contracts at expiry – Section 8.13B;
(xiii)
sub-divisions, consolidations etc. - Section 8.14;

(xiv)
interest payments - Section 8.15;

(xv)
conversion of bonds - Section 8.16; 

(xvi)
bond, Exchange Fund Notes, Specified Instruments and CMU Instruments redemption - Section 8.17;

(xvii)
redemption of shares – Section 8.17A;

(xviii) Electronic Application Instructions for New Issue Shares - Section 8.18;

(xix)
Tender Instructions - Section 8.19; 


(xx)
electronic applications for the issue and redemption of Units - Section 8.20; and
(xxi)
redemption of Equity Linked Instruments at expiry – Section 8.20A.

8.13B
AUTOMATIC EXERCISE OF CALLABLE BULL/BEAR CONTRACTS AT EXPIRY

8.13B.1
General

This Section is concerned with the automatic exercise of Callable Bull/Bear Contracts at expiry and the collection, receipt and distribution of cash payments to Participants.
8.13B.2
Automatic exercise of Callable Bull/Bear Contracts at expiry
Callable Bull/Bear Contracts will be exercised automatically at expiry upon the lapse of the date of expiry specified in the relevant listing document (“normal expiry”) or upon the Callable Bull/Bear Contracts being early terminated as a result of the occurrence of the relevant call event (“early expiry”).  Participants recorded by CCASS as holders of such Callable Bull/Bear Contracts at the end of the day specified in Section 8.13B.2(a) will have the right to receive cash payments calculated in accordance with the terms and conditions of the Callable Bull/Bear Contracts approved by the Exchange.

The following procedures will usually apply:

(a) a Participant’s cash payment will normally be determined by reference to the relevant Callable Bull/Bear Contracts in its Stock Account as at the end of the second Settlement Day following the relevant call event in the case of early expiry or as at the end of the first Settlement Day following expiry in the case of normal expiry.  For administrative convenience or if the expiry day does not fall on a Settlement Day or if considered appropriate by HKSCC, HKSCC may in its absolute discretion use another date for the purpose of determining the Participant’s cash payment; 

(b) HKSCC will inform Participants other than Investor Participants of the details of their cash payments via the "Enquire Announcement Information" function and the Broadcast Message Service available through their CCASS Terminals and Participant Gateways and also in the i) Corporate Announcement Master Data File; and ii) Corporate Announcement Maintenance Activities Report.  Investor Participants will be informed of the details of their cash payments via their activity statements on the payment day;

(c) at the end of the second Settlement Day following the relevant call event or the first Settlement Day following normal expiry of the Callable Bull/Bear Contracts, as the case may be, or such later date as determined by HKSCC, all relevant Callable Bull/Bear Contracts will be debited from the Stock Accounts of the Participants concerned;

(d) upon receipt of the cash payments by HKSCC from the relevant Issuer or its agent, HKSCC will inform Participants other than Investor Participants of the receipt via the Broadcast Message Service available through their CCASS Terminals and Participant Gateways and will cause the cash payments to be distributed to the Participants concerned;

(e) if the cash payments are received by HKSCC at or before 3:45 pm on a Business Day or 10:00 am on a Saturday, HKSCC will usually cause the cash payments to be credited to the Money Ledgers of the relevant Participants on the same day.  Otherwise, HKSCC will credit the cash payments on the following Business Day (Saturday being treated as a Business Day for this purpose, unless it is a public holiday); and  

(f) upon distribution of the cash payments by HKSCC, the Entitlement Statements of the relevant Participants other than Investor Participants and the activity statements of the relevant Investor Participants will be updated.

8.13B.3
Other procedures

Participants will be advised of other relevant procedures to be followed/observed with respect to the automatic exercise of Callable Bull/Bear Contracts on a case by case basis.
Section 9

Overview of Clearing and Settlement in CCASS

9.1
TRANSACTIONS ACCEPTED FOR SETTLEMENT IN CCASS

In brief, subject to the Rules, transactions in Eligible Securities accepted for settlement in CCASS will be (i) Exchange Trades between two Broker Participants, or (ii) SI Transactions between any two Participants other than Investor Participants, or (iii) Clearing Agency Transactions between Clearing Agency Participants and Participants other than Investor Participants, or (iv) ISI Transactions involving Investor Participants, or (v) Compulsory Stock Borrowing Transactions between a Lender and HKSCC.  Transfer Instructions to effect transfers of Exchange Fund Notes or Specified Instruments between a Participant and a Recognized Dealer and Transfer Instructions to effect transfers of CMU Instruments between a Participant and a CMU Member are also accepted for settlement between CCASS and CMU.  Cross-Border Transfer Instructions are accepted for settlement and/or clearance by HKSCC on a Free of Payment basis for the time being.
9.2
EXCHANGE TRADES

Under the Exchange Rules, all Exchange Trades (excluding those not recognized by the Exchange) will have to be settled in CCASS.

Section 10
Exchange Trades – CNS System

10.1
ACCEPTANCE FOR SETTLEMENT UNDER THE CNS SYSTEM

10.1.1 Details of Exchange Trades

Subject to any Trade Amendments, any “late” Exchange Trades and trades not recognized by the Exchange as referred to in Section 10.2, Exchange Trades will be settled under the CNS System unless they are isolated from the CNS System by the counterparty Broker Participants at the time of trade or unless they are isolated from the CNS System by HKSCC.

10.1.2
Confirmation of acceptance under the CNS System

Subject to any Trade Amendments, any “late” Exchange Trades and trades not recognized by the Exchange as referred to in Section 10.2, an Exchange Trade accepted for settlement under the CNS System will not normally be excluded from the CNS System by HKSCC subsequent to the issue of the relevant PCS.

10.1.5
Information contained in PCSs

The information contained in a PCS will only be indicative of the settlement obligations of a Broker Participant on the due settlement date (i.e. T+2).  Trade Amendments may be made, “late” Exchange Trades may be accepted, trades not recognized by the Exchange may be excluded and the settlement obligations may be affected by unsettled positions under the CNS System in the intervening day (i.e. T+1) before the due settlement date.
10.2
TRADE AMENDMENTS, “LATE” EXCHANGE TRADES AND TRADES NOT RECOGNIZED BY THE EXCHANGE
10.2.2A
Trades not recognized by the Exchange


Trades in a Structured Product which are effected on or reported to the Exchange on a particular day after the time of the relevant call event as notified by the Issuer of the Structured Product to or otherwise determined by the Exchange and which are not recognized by the Exchange in accordance with the Exchange Rules may not be reported by the Exchange to HKSCC on the same day, or even if on the same day, may not be reported in time for such trades to be excluded from the relevant PCSs.    Any such trades not recognized by the Exchange, if not already excluded from the PCSs issued to Broker Participants, will be excluded from the Final Clearing Statements (see Section 10.2.3).
10.2.3
Confirmation of acceptance under CNS System of Exchange Trades subject to Trade Amendments and “late” Exchange Trades and exclusion of trades not recognized by the Exchange 


Acceptance by HKSCC of the Exchange Trades subject to Trade Amendments for settlement under the CNS System and “late” Exchange Trades as referred to in Section 10.2.2, as well as exclusion of trades not recognized by the Exchange as referred to in Section 10.2.2A, will be confirmed by details contained in the “Final Clearing Statements” or “FCSs” issued by HKSCC daily to Broker Participants at or about 2:00 p.m., on the Business Day next following the relevant day of trade.
10.2.5
Information contained in FCSs


A FCS will contain the following information in relation to (a) trades of a Broker Participant concluded on the Exchange and/or (b) Clearing Agency Transactions of a Participant, effected on the previous Business Day (i.e. T-Day) and which are to be settled on the following Settlement Day (i.e. T+2):


(i)
the net stock positions with HKSCC in each Eligible Security (which will each be assigned a unique settlement position number) and their related money positions under the CNS System (taking into account any Trade Amendments accepted by HKSCC, any “late” Exchange Trades accepted by HKSCC and the exclusion of any trades not recognized by the Exchange) as well as details of individual Exchange Trades and Clearing Agency Transactions of a Participant effected on the previous Business Day;
(v)
details of Trade Amendments, any "late" Exchange Trades accepted by HKSCC and the exclusion of any trades not recognized by the Exchange, if any;
10.9.11A 
Automatic exercise of Callable Bull/Bear Contracts at expiry

Callable Bull/Bear Contracts will be exercised automatically at expiry upon the lapse of the date of expiry specified in the relevant listing document (“normal expiry”) or upon the Callable Bull/Bear Contracts being  early terminated as a result of the occurrence of the relevant call event  (“early expiry”).  In relation to the cash payments to which Participants are entitled upon the automatic exercise of Callable Bull/Bear Contracts at expiry, the following procedures will usually apply:

(i) on the Business Day following the second Settlement Day in the case of early expiry or the second Business Day following the expiry day in the case of normal expiry, HKSCC will debit the Entitlements Account (a sub-account of the Money Ledger) of each Short Broker Participant to collect from it an amount representing the cash payment accruing to its outstanding short CNS stock positions in the Callable Bull/Bear Contracts.  For administrative convenience or if the expiry day does not fall on a Settlement Day or if considered appropriate by HKSCC, HKSCC may in its absolute discretion collect the cash payment from each Short Broker Participant on some other date; and
(ii)
on the payment day or such other date as HKSCC shall consider fair and appropriate, HKSCC will credit the Entitlements Account of each Long Broker Participant with an amount representing the cash payment accruing to its outstanding long CNS stock positions in the Callable Bull/Bear Contracts.

HKSCC will be responsible, following the payment day, to pay the Long Broker Participants the cash payments accruing to their outstanding CNS long stock positions in the Callable Bull/Bear Contracts irrespective of whether or not HKSCC is able to collect such amounts from the Short Broker Participants. 

10.10
RISK MANAGEMENT: MARKS

10.10.1

General

Under the Rules, HKSCC has the right to collect Marks from Broker Participants in respect of all unsettled stock positions under the CNS System, whether or not due for settlement and whether or not such stock positions may be subsequently amended or excluded in accordance with the Rules.
Section 11

Exchange Trades – Isolated Trades Exchange Trades

11.1.1 
Details of Exchange Trades


To recap, subject to any Trade Amendments, any “late” Exchange Trades and trades not recognized by the Exchange, Exchange Trades will be settled in CCASS under the Isolated Trades System only if they are isolated from the CNS System by the counterparty Broker Participants at the time of trade or by HKSCC.

11.1.4
Confirmation of acceptance under the Isolated Trades System


Acceptance by HKSCC of Exchange Trades for settlement under the Isolated Trades System will only be confirmed by details contained in the second batch of PCSs issued by HKSCC to Broker Participants at or about 8:00 p.m. on each Business Day.   Notwithstanding the foregoing, Trade Amendments and “late” Exchange Trades may be accepted by HKSCC, and trades that are not recognized by the Exchange may be excluded, subsequent to the issue of the relevant PCS.

11.1.5
Availability of and information contained in PCSs


The information contained in a PCS will only be indicative of the settlement obligations of a Broker Participant on the due settlement date (i.e. T+2).  Trade Amendments may be made, “late” Exchange Trades may be accepted, trades not recognized by the Exchange may be excluded and the settlement obligations may be affected by unsettled positions under the CNS System in the intervening day (i.e. T+1) before the due settlement date.  

11.1.6
Availability of and information contained in FCSs


(i)
the net stock positions with HKSCC in each Eligible Security (which will each be assigned a unique settlement position number) and their related money positions under the CNS System (taking into account any Trade Amendments accepted by HKSCC, any "late" Exchange Trades accepted by HKSCC and the exclusion of any trades not recognized by the Exchange) as well as details of individual Exchange Trades;
(v)
details of Trade Amendments,  any "late" Exchange Trades accepted by HKSCC and the exclusion of any trades not recognized by the Exchange, if any;
11.2
TRADE AMENDMENTS, “LATE” EXCHANGE TRADES AND TRADES NOT RECOGNIZED BY THE EXCHANGE

11.2.1
General


In respect of any error relating to Isolated Trades, counterparty Broker Participants may effect Trade Amendments in the usual way, in accordance with Exchange Rules (i.e. not later than 12:00 noon on the Business Day next following the day of trade).  Similarly any “late” Exchange Trades should also be dealt with by the Broker Participants concerned.  Trades in a Structured Product which are effected on or reported to the Exchange after the time of the relevant call event as notified by the Issuer of the Structured Product to or otherwise determined by the Exchange and which are not recognized by the Exchange in accordance with the Exchange Rules may also be excluded. 

Arrangements have been made by HKSCC for details of such Trade Amendments, “late” Exchange Trades or trades that are not recognized by the Exchange to be reported to it by the Exchange.  Provided that such details are received by HKSCC by the Business Day next following the relevant day of trade, before the usual time for the issue of Final Clearing Statements by HKSCC (see Section 10.2.3), HKSCC will normally accept such Trade Amendments, “late” Exchange Trades and exclusion of trades not recognized by the Exchange and cause adjustments to be made to the settlement positions of the Broker Participants concerned under the Isolated Trades System (or the CNS System, if relevant). 

11.2.2
Availability of and information contained in FCSs for Trade Amendments etc


Details of any Trade Amendments, or “late” Exchange Trades accepted by HKSCC or the exclusion of trades not recognized by the Exchange will be set out or reflected in FCSs issued by HKSCC to Broker Participants at or about 2:00 p.m. on the Business Day following the relevant day of trade.

11.3
HKSCC NOT RESPONSIBLE FOR ISOLATED EXCHANGE TRADES


It should also be noted that, although under the Rules (see Rule 3402) HKSCC may take certain measures in case of late deliveries under the Isolated Trades System, HKSCC is not obliged to do so.  Further, such measures by HKSCC, unlike similar measures HKSCC may take under the CNS System, will not be protected under the Securities and Futures Ordinance.

11.9.8A 
Automatic exercise of Callable Bull/Bear Contracts at expiry

Callable Bull/Bear Contracts will be exercised automatically at expiry upon the lapse of the date of expiry specified in the relevant listing document (“normal expiry”) or upon the Callable Bull/Bear Contracts being  early terminated as a result of the occurrence of the relevant call event  (“early expiry”).  In relation to the cash payments to which Participants are entitled upon the automatic exercise of Callable Bull/Bear Contracts at expiry, the Short Broker Participants are obliged to deliver to the relevant counterparty Long Broker Participants cheques for the relevant amounts representing the cash payments due to such Long Broker Participants (or by foreign currency bank drafts in relation to cash payments in a foreign currency) on or before the relevant payment day.

HKSCC will not be responsible for paying the Long Broker Participants the cash payments accruing to their outstanding unsettled Isolated Trades.  If the Long Broker Participants do not receive such cash payments from the relevant counterparty Short Broker Participants, the Long Broker Participants will have to pursue their own claims against the relevant counterparty Short Broker Participants.

Section 14

Money Settlement

14.3.4
Amounts arising out of nominee services

(xiv) for Callable Bull/Bear Contracts at expiry where the cash payments are payable in an Eligible Currency, HKSCC will normally issue credit entries to the Participants' Money Ledgers to be settled against the Designated Bank Accounts of the Participants entitled to such cash payments on the same day depending on the time of receipt of payments by HKSCC.
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