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CCASS OPERATIONAL PROCEDURES

Section 18 
Guarantee Fund
18.1
GENERAL 
The Guarantee Fund is administered by HKSCC, subject to the supervision of the Risk Management Committee. 

The failure of a Broker Participant to provide its Contribution to HKSCC will be treated by HKSCC as a default. 

18.2 
CALCULATION OF CONTRIBUTIONS 

18.2.1 
Determination of amount 

The amount of Contribution required from a Broker Participant will be determined by reference to its share of average daily net CNS positions for the previous month, subject to a minimum cash Contribution of HK$50,000 in respect of each Stock Exchange Trading Right held by that Broker Participant. In the case of stock positions in Eligible Securities denominated in an Eligible Currency other than Hong Kong dollars, the positions will be converted into Hong Kong dollar equivalents at exchange rates as determined by HKSCC for the purpose of computing the amount of Contribution required from Broker Participants. HKSCC reserves the right to collect the required amount of Contributions in an Eligible Currency other than Hong Kong dollars. 

In summary, a Broker Participant's required Contribution is the higher of (1) and (2) where: 

	(1) 
A Broker Participant’s Average Daily Net CNS positions for previous month 
	
	Total Broker Participants’

	
---------------------------------------------------------
	X 
	required 

	
All Broker Participants’ Average Daily Net CNS positions for previous month 
	
	Contributions


AND 

(2) HK$50,000 per Stock Exchange Trading Right held 

The Total Broker Participants’ required Contributions will be determined by HKSCC from time to time and subject to a minimum of HK$100 million.

18.2.2 
Example (calculation of Broker Participants’ required Contribution) 

All Broker Participants’ Average Daily Net CNS positions for previous month = HK$15,000 million

Total Broker Participants’ required Contributions = HK$200 million 

Each Broker Participant’s required Contribution: 

	
	
	Broker Participant

	
	
	A
	B 

	(i) 
	Broker Participant’s Average Daily Net CNS positions for previous month 


	HK$15 million 
	HK$30 million 

	(ii) 
	Number of Stock Exchange Trading Rights held 
	1 
	10 

	Higher of: 

	
	
	
	

	(1) Broker A: 
HK$15 million

	
-------------------- 
	x HK$200 million
	HK$200,000
	

	
HK$15,000 million 

	

	
Broker B: 
HK$30 million

	
------------------- 
	x HK$200 million
	
	HK$400,000

	
HK$15,000 million 

	AND 



	(2)
Broker Participant A:
HK$50,000 x 1 
	HK$50,000
	

	

Broker Participant B: 
HK$50,000 x 10
	
	HK$500,000 

	
	
	

	Broker Participant A required Contribution = HK$200,000 

	Broker Participant B required Contribution = HK$500,000 


18.2.3
Acquisition of additional Stock Exchange Trading Rights

A Broker Participant acquiring additional Stock Exchange Trading Rights may need to pay to HKSCC an additional amount in respect of its required Contribution.

This will be the case if the minimum cash Contribution required of the Broker Participant as a result of its acquisition of additional Stock Exchange Trading Rights will exceed the amount otherwise required of it based on its share of average daily net CNS positions for the previous month.

Any additional amount so required from a Broker Participant as Contribution (as a result of its acquiring an additional Stock Exchange Trading Right), must be made in cash within seven Business Days from the date on which notice of approval of the Exchange (in respect of the transfer of such Stock Exchange Trading Right to that Broker Participant) is given. 

18.3
FORM OF CONTRIBUTIONS

The minimum cash Contribution of a Broker Participant, which is determined by reference to the number of Stock Exchange Trading Rights held by it, will be collected by way of a DDI as part of the CCASS money settlement process.

Any further amount required of a Broker Participant as its Contribution (i.e. in excess of the minimum cash Contribution required) may be provided in cash or, by way of a bank guarantee in the form prescribed by HKSCC and issued by a licensed bank under the Banking Ordinance which is acceptable to HKSCC from time to time.

Interest on or other sums accruing to the minimum cash Contribution will be appropriated by HKSCC to the Guarantee Fund.  Interest on or other sums accruing to Contributions which are made in cash and are in excess of the minimum cash Contribution may be paid to the appropriate Broker Participant as determined by HKSCC.

Clearly, no interest will be allowed on the amount of Contribution provided by a Broker Participant by way of a bank guarantee.

18.4
REVIEW OF CONTRIBUTIONS

18.4.3
Collection and return of Contributions following reviews

HKSCC will notify Broker Participants of any additional amount required from Broker Participants as Contributions as a result of a review described in Section 18.4.1 and Section 18.4.2.
Similarly, following such a review, should a Broker Participant's required Contribution be less than its existing Contribution, HKSCC may return to the Broker Participant, by means of DCIs (see Section 14), an amount that is the lesser of :

(i)
the surplus of the Broker Participant's existing Contribution over its required Contribution; and

(ii)
the surplus of the Broker Participant's cash Contribution over its minimum  cash Contribution. 

Any guarantee provided by a Participant in satisfaction of its obligations to provide a Contribution may, upon application by the Participant, be released by HKSCC in its absolute discretion. 
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