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1 Position Account" 

"Client Clearing means the clearing services provided by a Clearing Member 
Services" to its Clients so as to enable the Clearing Member's Clients 

to access the Rates and FX Clearing Services provided by 
OTC Clear; 

"Client Clearing Services means the notice which a Clearing Member shall deliver to 
Notice" its Client(s) prior to the provision of Client Clearing Services 

to such Client(s) in the form prescribed by OTC Clear; 

"Client Entitlement" has the meaning given to it in Clearing Rule 1307(2)(a)(A); 

"CM Branch" means a branch of a Clearing Member; 

"CM Funded Contribution means, with respect to each Clearing Member, the amount 
Amount" determined for such Clearing Member in accordance with 

section 6.1.1 of the Clearing Procedures; 

"CM Unfunded means, with respect to each Clearing Member, its 
Contribution Amount" proportionate share of the Rates and FX Assessments; 

"CNY" means the lawful currency of the People's Republic of China 
excluding, for the purpose of this definition only, Hong Kong, 
Macau and Taiwan; 

"CNY (offshore)" means the currency denomination in respect of an amount 
payable in Renminbi under a transaction that will be settled 
solely by transfer to a Renminbi bank account maintained in 
an Offshore CNY Center; 

"CNY (offshore) means the "Additional Disruption Event Provisions for an 
Disruption Provisions" Offshore Deliverable CNY Transaction dated as of October 

14, 2011" as published by ISDA; 

"Collateral" means money, securities and other property as may, from 
time to time, be so designated by OTC Clear as permissible 
for Margin or Rates and FX Contribution in respect of the 
Rates and FX Clearing Services, in each case in such form 
as may be required by OTC Clear; 

"Collateral Account" has the meaning given to it in Clearing Rule 903; 

"Conditional Approval has the meaning given to it in Clearing Rule 308(1); 
Breach Period" 

"Contract" means a contract between OTC Clear and a Clearing 
Member arising in accordance with these Clearing Rules, 
the terms and conditions of which are the relevant Contract 
Terms; 

"Contract Terms" means any of the Standard Rates Derivatives Contract 
Terms, Standard Cross-currenc~ Rates Derivatives Contract 
Terms, Non Deliverable Rates Derivatives Contract Terms 
and FX Derivatives Contract Terms, as applicable; 

"Contractual Currency" means: 
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"Control" 

"Currency Cum MTM(t)" 

"Currency Cum VM 
Flow(t)" 

(1) in respect of a Standard Rates Derivatives Contract 
or an Original Standard Rates Derivatives 
Transaction, the Currency in which the notional 
amount of such Standard Rates Derivatives Contract 
or Original Standard Rates Derivatives Transaction, 
as the case may be, is denominated; 

(2) in respect of a Standard Cross-currency Rates 
Derivatives Contract or an Original Standard Cross­
currency Rates Derivatives Transaction. the 
Currencies in which the notional amounts of such 
Standard Cross-currency Rates Derivatives Contract 
or Original Standard Cross-currency Rates 
Derivatives Transaction. as the case may be. are 
denominated: 

f211.fil_in respect of a Non Deliverable Rates Derivatives 
Contract or an Original Non Deliverable Rates 
Derivatives Transaction, the "Settlement Currency" of 
such Non Deliverable Rates Derivatives Contract or 
Original Non Deliverable Rates Derivatives 
Transaction, as the case may be; and 

fdt.(1Lin respect of a FX Derivatives Contract or an Original 
FX Derivatives Transaction, the "Settlement 
Currency" of such FX Derivatives Contract or Original 
FX Derivatives Transaction, as the case may be, 

where "Settlement Currency" as used in paragraphs f21.Ql 
and ffi(1l above has the meaning given to it in the FX 
Definitions; 

means any Person or entity who is entitled to exercise or 
control the exercise of 35% or more of the voting power at 
general meetings of the other entity or Person, or who is in a 
position to control the composition of a majority of the board 
of directors of the other entity or Person; 

means, with respect to each OTC Clear Clearing Day t 
during the Loss Distribution Period and a currency, the sum 
of Currency MTM Chg relating to the Currency Payment in 
such currency for each OTC Clear Clearing Day from (and 
including) the DMP Day to (and including) such OTC Clear 
Clearing Day t; 

means, with respect to each OTC Clear Clearing Day t 
during the Loss Distribution Period and a currency, the total 
sum, if any, actually paid by OTC Clear to such 
Non-Defaulting Clearing Member (expressed as a positive 
number) or by such Non-Defaulting Clearing Member to 
OTC Clear (expressed as a negative number) in respect of 
the Currency VM Flow in such currency from (and including) 
the DMP Day to (and including) such OTC Clear Clearing 
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Day t. Currency Cum VM Flow(t-1) shall be the value for 
Currency Cum VM Flow(t) calculated on the OTC Clear 
Clearing Day immediately preceding OTC Clear Clearing 
Day t during the Loss Distribution Period, provided that 
where OTC Clear Clearing Day t is the DMP Day, Currency 
Cum VM Flow(t-1) shall be zero; 

"Currency Day" means, in respect of a currency (including any Contractual 
Currency), a day on which commercial banks and foreign 
exchange markets in places where payment or settlement of 
such currency is normally settled are open for general 
business (including dealings in foreign exchange and foreign 
currency deposits); 

"Currency MTM Chg(t)" means, with respect to each OTC Clear Clearing Day t 
during the Loss Distribution Period and a currency, the 
Currency Payment in such currency (converted, where 
applicable, into the Base Currency at the Latest Exchange 
Rate determined on such OTC Clear Clearing Day t) which 
would be paid by OTC Clear to such Non-Defaulting 
Clearing Member (expressed as a positive number) or by 
such Non-Defaulting Clearing Member to OTC Clear 
(expressed as a negative number) on such OTC Clear 
Clearing Day; 

"Currency Pair" means a currency pair the quotation of which provides the 
relative value of a currency unit against the unit of another 
currency; 

"Currenc:i£ Pair (swau}" means, in res12ect of an Original Standard Cross-currency 
Rates Derivatives Transaction or a Standard Cross-currency 
Rates Derivatives Contract, the currency 12air in which the 
notional amounts are denominated; 

"Currency Payment" means, in respect of any OTC Clear Clearing Day and a 
currency, the aggregated amount which would be paid by 
OTC Clear to a Non-Defaulting Clearing Member (expressed 
as a positive number) or by such Non-Defaulting Clearing 
Member to OTC Clear (expressed as a negative number) 
(including all Variation Margin, coupons and fees but 
excluding 12ayments of any Initial Exchange Amount, Final 
Exchange Amount and VM Reversal due on that OTC Clear 
Clearing Day) in such currency on such OTC Clear Clearing 
Day without application of the VM Haircut; 

"Currency VM Flow(t)" means, with respect to each OTC Clear Clearing Day t 
during the Loss Distribution Period and a currency, an 
amount equal to the net Currency Payment in such currency 
for that OTC Clear Clearing Day after taking into account the 
additional amount payable to OTC Clear or the amount 
received from OTC Clear pursuant to Clearing Rule 1524(2) 
or 1524(3); 
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Derivatives Contract and vice versa; and (c) in 
respect of a FX Derivatives Contract, if the Clearing 
Member is a Reference Currency Buyer under such 
FX Derivatives Contract, such Clearing Member shall 
become the Reference Currency Seller under the 
new FX Derivatives Contract and vice versa, and in 
each case, at a price and on the terms as 
determined by OTC Clear in a commercially 
reasonable manner; 

(2) a Contract is novated from the relevant Clearing 
Member to another Clearing Member by agreement 
between OTC Clear and such other Clearing 
Member in a commercially reasonable manner; or 

(3) a Contract is terminated at a price and on the terms 
determined by OTC Clear in a commercially reasonable 
manner; 

"EMTA" means the Emerging Markets Trade Association; 

"EMTA Template" has the meaning given to it in Clearing Rule 2404; 

"Encumbrance" means any claim, charge, mortgage, security, lien, equity, 
beneficial interest, power of sale, option or other right to 
purchase, usufruct, hypothecation, retention of title, right of 
pre-emption or other third party right or security interest of 
any kind or an agreement to create any of the foregoing; 

"Equal Bidder" means, with respect to an Auction Portfolio, a Bidder, other 
than the Successful Bidder, who has submitted a Bid the 
value of which is exactly the same as the Successful Bid for 
such Auction Portfolio; 

"Error Contract" has the meaning given to it in Clearing Rule 814; 

"Event of Default" has the meaning given to it in Clearing Rule 1301; 

"Excess Margin" means, in relation to a Clearing Member and any of its 
House Position Account or Client Clearing Category 1 
Position Account(s), the amount by which its Margin Balance 
exceeds the aggregate value of its Initial Margin 
requirements, Additional Margin requirements and Variation 
Margin requirements in respect of any Routine Intra-day VM 
Call (but excluding any requirements in respect of end-of-
day Variation Margin or Ad Hoc Intra-day VM Call), in each 
case, applicable to the relevant House Position Account or 
Client Clearing Category 1 Position Account; 

"Expected has the meaning given to it in section 6.1.1 (4) of the 
Uncollateralized Loss" Clearing Procedures; 

"Failure to Pay Notice" has the meaning given to it in Clearing Rule 1317; 

"Final Exchange has the meaning given to it in the ISDA Definitions; 
Amount" 
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"Final Exchange Date" has the meaning given to it in the ISDA Definitions; 

"Final Order Notice" has the meaning given to it in Clearing Rule 1414; 

"Financial Emergency" means, with respect to any Clearing Member, any situation 
in which the financial or operational condition of such 
Clearing Member is not or is likely not to be adequate for 
such Clearing Member to meet its obligations (including, 
without limitation, its obligations to comply with these 
Clearing Rules) or to engage in business, or is such that it 
would not be in the best interests of OTC Clear or the 
marketplace for such Clearing Member to continue to be a 
Clearing Member; 

"Financial Resources means Securities and Futures (Financial Resources) Rules 
Rules" (Laws of Hong Kong Cap. 571 N); 

"Force Majeure Event" means any event beyond the control of any of OTC Clear, its 
Affiliates, a recognized exchange controller which is the 
controller of OTC Clear or any of their respective 
Representatives, or the relevant Clearing Member which 
may hinder, prevent or render it impossible or impracticable 
for OTC Clear or the relevant Clearing Member to perform 
any absolute or contingent obligation to make a payment or 
delivery or to receive a payment or delivery in respect of a 
Contract or to comply with other material provision of the 
Clearing Documentation and/or Contract Terms under such 
Contract, and may include, but shall not be limited to, acts of 
God or the public enemy, acts of a civil or military authority, 
embargoes, fires, floods, explosions, accidents, labor 
disputes, mechanical breakdowns, failures in the payment 
systems or settlement systems, computer or system failures 
or other failures of equipment, failures of or defects in 
computer or system software, unavailability of or restrictions 
on any communication media for whatever reason (whether 
or not such media is used by Clearing Members), 
interruptions (whether in whole or in part) of power supplies 
or other utility or service, any law, decree, regulation or order 
of any government, competent authority or any court or 
tribunal; 

"Former Clearing means, at any time, a Person who was a Clearing Member 
Member" but a Membership Termination Date has occurred in respect 

of it prior to such time; 

"Full First Calculation has the meaning given to it in the 2004 ISDA Novation 
Period" Definitions, as published by ISDA; 

"FXC" means The Foreign Exchange Committee; 

"FX Derivatives" means the types of derivative transactions identified as such 
in accordance with Chapter 3 of the Clearing Procedures; 

"FX Derivatives Clearing means the service provided by OTC Clear in respect of 
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"Hong Kong Trade means the matching and confirmation service provided by 
Repository - Matching HKMA for over-the-counter derivatives transactions; 
and Confirmation" or 
"HKTR-MC service" 

"Hong Kong" means the Hong Kong Special Administrative Region; 

"Hong Kong dollars" or means the lawful currency of Hong Kong; 
"HK$" 

"House Account" means a House Position Account or House Collateral 
Account; 

"House Business" means Contracts recorded in the House Position Account of 
a Clearing Member; 

"House Collateral means, in respect of a House Position Account opened in 
Account" the name of a Clearing Member, an account opened in the 

books of OTC Clear for the purposes of recording the type(s) 
and amount of Collateral attributed by OTC Clear to such 
House Position Account in accordance with these Clearing 
Rules; 

"House Position has the meaning given to it in Clearing Rule 902(1); 
Account" 

"Illegality" means due to the adoption of, or any change in, any 
Applicable Laws after the date on which a Contract is 
registered by OTC Clear, or due to the promulgation of, or 
any change in, the interpretation by any court, tribunal or 
Regulatory Authority with competent jurisdiction of any 
Applicable Laws after such date, it becomes unlawful for a 
Clearing Member and/or OTC Clear who are a party to the 
Contract to perform any absolute or contingent obligation to 
make a payment or delivery or to receive a payment or 
delivery in respect of such Contract or to comply with other 
material provision of the Clearing Documentation and/or 
Contract Terms; 

"Increased Risk" has the meaning given to it in Clearing Rule 1510; 

"Indebtedness" means any obligation (whether present or future, contingent 
or otherwise, as principal or surety or otherwise) in respect 
of payment or, repayment of borrowed money (which term 
shall include, without limitation, deposits and reimbursement 
obligations arising from drawings pursuant to letters of 
credit) or any Derivative Transaction; 

"Information Barrier" means an information barrier established within different 
divisions of a firm to ensure any and all applicable 
confidentiality obligation is respected in order to avoid any 
conflict of interest; 

"Initial Exchange has the meaning given to it in the ISDA Definitions; 
Amount" 
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"Initial Exchange Date" 

"Initial Margin" 

"Initial Order Notice" 

"Insolvency 
Proceedings" 

has the meaning given to it in the ISDA Definitions; 

means, with respect to each Clearing Member and a 
Position Account, an amount required to cover OTC Clear's 
potential future exposure in respect of such Position 
Account, as calculated in accordance with section 4.2 of the 
Clearing Procedures; 

has the meaning given to it in Clearing Rule 1408; 

means where an entity: 

(1) is dissolved (other than pursuant to a consolidation, 
amalgamation or merger); 

(2) becomes insolvent or unable to pay its debts or fails 
or admits in writing in a judicial, regulatory or 
administrative proceeding or filing its inability 
generally to pay its debts as they become due; 

(3) makes a general assignment, arrangement or 
composition with or for the benefit of its creditors; 

(4) institutes or has instituted against it a proceeding 
seeking judgment of insolvency or bankruptcy or any 
other relief under any bankruptcy or insolvency law 
or other similar law affecting creditors' rights or a 
petition is presented for its winding-up or liquidation 
and in the case of any such proceeding or petition 
instituted or presented against it, such proceeding or 
petition: (a) results in a judgment of insolvency or 
bankruptcy, or the entry of an order for relief, or the 
making of an order for winding-up or liquidation; or 
(b) is not dismissed, discharged, stayed or restrained 
in each case within 30 calendar days of the 
institution or presentation thereof; 

(5) has a resolution passed for its winding-up, official 
management or liquidation (other than pursuant to a 
consolidation, amalgamation or merger); 

(6) seeks or becomes subject to the appointment of an 
administrator, provisional liquidator, conservator, 
receiver, trustee, custodian or other similar official for 
it or for all or substantially all of its assets; 

(7) has a secured party take possession of all or 
substantially all its assets, or has a distress, 
execution, attachment, sequestration or other legal 
process levied, enforced or sued on or against all or 
substantially all its assets and such secured party 
maintains possession, or any such process is not 
dismissed, discharged, stayed or restrained in each 
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Period" 

"Mitigating Measures" means the measures set out in sub-12aragra12hs (ii}(b}, (ii}(c} 
and (ii}(d){B) of section 3.14 of the Clearing Procedures; 

"NDCMGF" has the meaning given to it in Clearing Rule 1913(4); 

"NDCM GF Auction means, with respect to an Auction Portfolio, the amount by 
Shortfall" which (1) the remaining Auction Losses relating to such 

Auction Portfolio after utilization of the OTC Clear First 
Contribution in full pursuant to Clearing Rule 1914(3) 
exceeds (2) the product of RAP and NDCM GF (each 
relating to such Auction Portfolio); 

"NDCM GF Auction means, with respect to an Auction Portfolio, the amount by 
Surplus" which (1) the product of RAP and NDCM GF (each relating 

to such Auction Portfolio) exceeds (2) the remaining Auction 
Losses relating to such Auction Portfolio after utilization of 
the OTC Clear First Contribution in full pursuant to Clearing 
Rule 1914(3); 

"ND IRS Amendment" has the meaning given to it in Clearing Rule 2308; 

"ND IRS Definitions" has the meaning given to it in Clearing Rule 2303; 

"ND IRS Template" has the meaning given to it in Clearing Rule 2304; 

"No Position NDCM" means, with respect to an Auction Portfolio, a Non-
Defaulting Clearing Member who does not, on any day 
during the 20 OTC Clear Business Day-period immediately 
preceding the Auction of such Auction Portfolio, have any 
Contract registered in its name of a Transaction Category 
which is the same as any Auction Positions within such 
Auction Portfolio and who chooses not to bid for such 
Auction Portfolio; 

"Non-Bidder'' means a Non-Defaulting Clearing Member who is required to 
bid for an Auction Portfolio but fails to do so; 

"Non-Defaulting Clearing means at any time, any Clearing Member who is not a 
Member" Defaulting Clearing Member at such time; 

"Non-Default Unwind" means, in relation to a Clearing Member, the process by 
which the Clearing Member unwinds its Contracts through a 
liquidation or other form of close-out of its Contracts as part 
of the resignation of a Clearing Member's Membership; 

"Non Deliverable Rates means the types of derivative transactions satisfying the 
Derivatives" Product Eligibilit~ Reguirments for Non Deliverable Rates 

Derivatives set out in aeeeFtlaRee wiU~ Gl:'!apteF asection 3.4 
of the Clearing Procedures; 

"Non Deliverable Rates means a Contract relating to Non Deliverable Rates 
Derivatives Contract" Derivatives; 

"Non Deliverable Rates has the meaning given to it in Clearing Rule 2301; 
Derivatives Contract 
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Terms" 

"Non-delivering Clearing means the Clearing Member resgonsible for a "Notional 
Member" Exchange Failure"; 

"Non-Hong Kong means any Licensed Corporation or Authorized Institution 
Incorporated Person" with jurisdiction of incorporation outside Hong Kong, or any 

Remotely Regulated Entity; 

"Non-Porting Client" has the meaning given to it in Clearing Rule 1707; 

"Notice of Default" has the meaning given to it in Clearing Rule 1304; 

"Notice of Disciplinary has the meaning given to it in Clearing Rule 1410; 
Appeals Committee 
Hearing" 

"Notice of Disciplinary has the meaning given to it in Clearing Rule 1406; 
Committee Hearing" 

"Novation Date" has the meaning given to it in the 2004 ISDA Novation 
Definitions, as published by ISDA; 

"Notional Exchange means a failure by a Clearing Member (a "Non-delivering 
Failure" Clearing Member") to deliver an Initial Exchange Amount or 

Final Exchange Amount, as the case may be, by 12:00 
hours Hong Kong time on the Initial Exchange Date or Final 
Exchange Date resgectively of a Standard Cross-currency 
Rates Derivatives Contract; 

"Notional Exchange Has the meaning given to it in section 3.14 of the Clearing 
Failure Adjustment Procedures; 
Amount" 

"Notional Exchange has the meaning given to it in Clearing Rule 1002A; 
Failure Margin" 

"Notional Exchange Risk has the meaning given to it in section 4.6.1.3 of the Clearing 

YmiE Procedures; 

"Offshore CNY Center" means the jurisdiction specified as such by a Clearing 
Member or a Client to an Original Transaction, or if no 
Offshore CNY Center is specified by the Clearing Member or 
Client, as the case may be, the Offshore CNY Center shall 
be Hong Kong; 

"open position" means a position that arises if a Person is a party to a 
Contract which has not been closed and is not offset by the 
position arising from other Contracts to which such Person is 
a party; 

"Original FX Derivatives means an Original Transaction in relation to a FX Derivatives 
Transaction" transaction; 

"Original Non Deliverable means an Original Transaction in relation to a Non 
Rates Derivatives Deliverable Rates Derivatives transaction; 
Transaction" 
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"Original Standard means an Original Transaction in relation to a Standard 
Cross-currenc~ Rates Cross-currenc~ Rates Derivatives transaction; 
Derivatives Transaction" 

"Original Standard Rates means an Original Transaction in relation to a Standard 
Derivatives Transaction" Rates Derivatives transaction; 

"Original Transaction" means a transaction in relation to Rates Derivatives or FX 
Derivatives originally entered into between two Clearing 
Members, a Clearing Member and a Client, or two Clients, 
and that is submitted for registration with OTC Clear in 
accordance with these Clearing Rules; 

"OTC Clear" means OTC Clearing Hong Kong Limited, a company 
incorporated under the laws of Hong Kong, which is a 
subsidiary of HKEx; 

"OTC Clear Board" means the board of directors of OTC Clear and, where the 
context so permits, any committee of that board; 

"OTC Clear Business means a day (other than Saturday and Sunday) on which 
Day" commercial banks are open for general business in Hong 

Kong; 

"OTC Clear Clearing means, at any time, each day appearing on the OTC Clear 
Day" Clearing Days Calendar that is in effect at such time; 

"OTC Clear Clearing means the OTC Clear clearing days calendar published by 
Days Calendar" OTC Clear which includes each day on which the Rates and 

FX Clearing Services is in operation, as updated from time 
to time; 

"OTC Clear Contribution" means OTC Clear First Contribution and OTC Clear Second 
Contribution together; 

"OTC Clear Failure to Pay has the meaning given to it in Clearing Rule 1318; 
Event" 

"OTC Clear Failure to Pay means the period from (but excluding) the day on which 
Grace Period" OTC Clear receives a Failure to Pay Notice from a Relevant 

Clearing Member to (and including) the 21st OTC Clear 
Business Day following such day; 

"OTC Clear First means an amount equal to HK$ 150 million, which 
Contribution" represents the first tranche of the contribution payable by 

OTC Clear to the Rates and FX Guarantee Resources as 
may be replenished by OTC Clear from time to time in 
accordance with Clearing Rule 1511; 

"OTC Clear Insolvency has the meaning given to it in Clearing Rule 1322; 
Event" 

"OTC Clear Second means an initial amount of HK$ 6 million which may be built 
Contribution" up to a maximum value of HK$ 650 million as described in 

section 6.4 of the Clearing Procedures, and represents the 
second tranche of the contribution payable by OTC Clear to 
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"Rates and FX means, with respect to each Clearing Member, the 
Contribution Balance" aggregate value of its Rates and FX Contribution, which is 

subject to application in accordance with Chapter 13, 
Chapter 15 and Chapter 19 of these Clearing Rules; 

"Rates and FX means each of the days referred to in Clearing Rule 1503; 
Contribution 
Determination Date" 

"Rates and FX means, in relation to a Clearing Member, the amount (if any) 
Contribution Excess" by which its Rates and FX Contribution Balance exceeds its 

Rates and FX Liability; 

"Rates and FX Guarantee means, at any given time, the aggregate value of all CM 
Fund" Funded Contribution Amounts at such time; 

"Rates and FX Guarantee means the aggregate of the Rates and FX Guarantee Fund, 
Resources" Rates and FXAssessments and OTC Clear Contribution; 

"Rates and FX Liability" means, in respect of a Clearing Member, the aggregate of its 
CM Funded Contribution Amount and, if demanded in 
accordance with Clearing Rule 1507, its CM Unfunded 
Contribution Amount; 

"Rates and FX Loss" has the meaning given to it in Clearing Rule 1515; 

"Rates and FX Minimum means the amount set out in section 6.1.1 (i) of the Clearing 
Contribution Amount" Procedures; 

"Rates Derivatives" means Standard Rates Derivatives, Standard Cross-
currenc!£ Rates Derivatives and Non Deliverable Rates 
Derivatives together; 

"Rates Derivatives means the service provided by OTC Clear in respect of 
Clearing Services" clearing Rates Derivatives transaction in the over-the-

counter derivatives market in accordance with the Clearing 
Documentation; 

"Rates Derivatives means a Contract relating to Rates Derivatives; 
Contract" 

"recognized exchange has the same meaning as in the SFO; 
controller" 

"Registration Time" means, with respect to each Contract, the time shown in the 
"OTC Clear Trade Report (Report Number TDRP01 or 
TDRP02)" as the "Registration Time"; 

"Regulated Exchange" means any exchange or similar body duly authorized, 
regulated, recognized or licensed (to the extent necessary) 
under Applicable Laws in any jurisdiction, including, but not 
limited to, any recognized exchange company, recognized 
investment exchange, recognized overseas investment 
exchange, designated investment exchange, designated 
contract market, exempt commercial market, regulated 
market, alternative trading system, multilateral trading facility 
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"SFO" means the Securities and Futures Ordinance (Laws of Hong 
Kong Cap. 571 ); 

"Special Default means the book-keeping account of OTC Clear for the 
Account" purpose of recording the notional portfolio of trades the 

economic terms of which is the same as the portfolio of 
Contracts registered in the name of a Defaulting Clearing 
Member immediately prior to the occurrence of an Automatic 
Early Termination Event or delivery of a Notice of Default, 
but excluding any Affected Contract registered in the name 
of such Defaulting Clearing Member which have been 
successfully ported in accordance with Chapter 17 of these 
Clearing Rules. For the avoidance of doubt, if a DMP Event 
has occurred with respect to more than one Clearing 
Member, and the relevant Default Management Processes 
are continuing, there will be one notional portfolio created on 
the Special Default Account for each relevant Defaulting 
Clearing Member; 

"Standard Cross- means the t~Qes of derivative transactions satisfvina the 
currencx Rates Product Eligibilit~ Reguirements for Standard Cross-
Derivatives" currenc~ Rates Derivatives set out in section 3.4 of the 

Clearing Procedures; 

"Standard Cross- means a Contract relating to Standard Cross-currenc~ Rates 
currencx Rates Derivatives; 
Derivatives Contract" 

"Standard Cross- has the meaning given to it in Clearing Rule 2501; 
currencx Rates 
Derivatives Contract 
Terms" 

"Standard Rates means the types of derivative transactions satisfying the 
Derivatives" Product Eligibilit~ Reguirements for Standard Rates 

Derivatives iEleAtifieEI as s1:1sl=! set out in asseFElaAse witl=i 
Gl=!a13teF section 3.1._of the Clearing Procedures; 

"Standard Rates means a Contract relating to Standard Rates Derivatives; 
Derivatives Contract" 

"Standard Rates has the meaning given to it in Clearing Rule 2201; 
Derivatives Contract 
Terms" 

"Successful Bid" means a Bid that has been accepted by OTC Clear pursuant 
to Clearing Rule 1919 and the Clearing Procedures; 

"Successful Bidder" means a Bidder of a Successful Bid; 

"SWIFT" means the secured messaging services platform and 
interface software provided by the Society for Worldwide 
Interbank Financial Telecommunication; 

"t" means an OTC Clear Clearing Day t; 
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"Total Position Accounts 
Currency MTM{t)" 

"Tranche" 

"Transaction Category" 

"Transaction Data" 

"Transaction Register" 

Clearing Day from (from including) the DMP Day to (and 
including) such OTC Clear Clearing Day t; 

means, with respect to each OTC Clear Clearing Day t 
during the Loss Distribution Period, the sum of Currency 
MTM Chg(t) in respect of all Position Accounts of all Non­
Defaulting Clearing Members; 

has the meaning given to it in Clearing Rule 1914(4)(c); 

means any of the following: 

(1) Standard Rates Derivatives Contract - single 
currency interest rate swap denominated in USO; 

(2) Standard Rates Derivatives Contract - single 
currency interest rate swap denominated in EUR; 

(3) Standard Rates Derivatives Contract - single 
currency interest rate swap denominated in HK 
dollars; 

(4) Standard Rates Derivatives Contract - single 
currency interest rate swap denominated in CNY 
(offshore); 

(5) Standard Rates Derivatives Contract - single 
currency basis swap denominated in USO; 

(6) Standard Rates Derivatives Contract - single 
currency basis swap denominated in EUR; 

(7) Standard Cross-currency Rates Derivatives Contract 
- cross currency interest rate swap denominated in 
CNY (offshore) and USO; 

(8) Standard Cross-currency Rates Derivatives Contract 
- cross currency basis swap denominated in CNY 
(offshore) and USO; 

fB.(fil_Non Deliverable Rates Derivatives Contract 
denominated in CNY; 

{Sj,(1.QLFX Derivatives Contract denominated in CNY; 

fQiillLFX Derivatives Contract denominated in INR; 

f=l-Gji1fl_FX Derivatives Contract denominated in KRW; and 

fl-it,(j_fil_FX Derivatives Contract denominated in TWO; 

means, in respect of an Original Transaction, the economic 
terms relating to such Original Transaction as designated by 
the Clearing Member(s) or Client(s) to such Original 
Transaction; 

means any database available to OTC Clear for retrieval of 
records of Contracts; 
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"Typhoon Signal Number means the number 3 tropical cyclone warning signal issued 
3" by The Hong Kong Observatory; 

"Typhoon Signal Number means the number 8 tropical cyclone warning signal issued 
8" by The Hong Kong Observatory; 

"U.S. Person" has the same meaning as is given to that term by the CFTC; 

"Variation Margin" means, in respect of each Clearing Member's House 
Position Account and Client Clearing Category 1 Position 
Account(s), the aggregate amount (including any Intra-day 
Variation Margin) determined by OTC Clear in accordance 
with Clearing Rules 1206 and 1207 and the Clearing 
Procedures on each OTC Clear Clearing Day, which is 
payable to, or receivable by, the Clearing Member in respect 
of such House Position Account and Client Clearing 
Category 1 Position Account(s), respectively; 

"VM Flow Adjustment(t)" means either the Gainer VM Flow Adjustment(t) or Loser VM 
Flow Adjustment(t), as applicable; 

"VM Reversal" means, in res12ect of a Standard Cross-currency Rates 
Derivatives Contract that ex12ires on an OTC Clear Clearing 
Day, the amount which would be Qaid by OTC Clear to a 
Non-Defaulting Clearing Member (ex12ressed as a 12ositive 
number} or by such Non-Defaulting Clearing Member to 
OTC Clear (ex12ressed as a negative number} on such OTC 
Clear Clearing Day, calculated by: 

(1) aggregating the amount of Variation Margin, in 
relation to the change in market value of Initial 
Exchange Amount and Final Exchange Amount, 
12aid by such Clearing Member to OTC Clear during 
the term of such Standard Cross-currency Rates 
Derivatives Contract (excluding the amount of any 
Variation Margin calculated in res12ect of the exQi!Y 
date}; and 

(2) subtracting the aggregate amount of Variation 
Margin, in relation to the change in market value of 
Initial Exchange Amount and Final Exchange 

Amount, 12aid by OTC Clear to such Clearing 
Member during the term of such Standard Cross-

currency Rates Derivatives Contract (excluding the 
amount of any Variation Margin calculated in res12ect 

of the exQi!Y date}; 

For the avoidance of doubt, Variation Margin, in relation to 
the change in market value of cou12ons, 12aid or received by 
OTC Clear during the term of such Standard Cross-currency 

Rates Derivatives Contract will not form 12art of the VM 

Reversal. 

"VM Haircut(t)" means, on each OTC Clear Clearing Day t during the Loss 
Distribution Period, an amount equal to the (1) VM 
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611. Termination of a Clearing Member's Membership shall not affect the validity and 
operation of Clearing Rules 212 to 214, 609, 612, 613, 10026, 1220, 1316, 1529, 
1538 and 1547, which shall survive termination of a Clearing Member's 
Membership. 

612. Following its Membership Termination Date, a Former Clearing Member shall be 
entitled to the redelivery of Collateral in form and amount equal to the Rates and FX 
Contribution delivered by such Clearing Member, to the extent not applied in 
accordance with Chapter 15 and Chapter 19 of these Clearing Rules, and subject 
to, and in accordance with, the provisions of Clearing Rules 1546 and 1547. 

Former Clearing Members 

613. OTC Clear and any Former Clearing Member shall remain: 

(1) subject to any arbitration, investigations, panels or proceedings, and 
provisions of any of the Clearing Documentation which relate in whole or in 
part to any acts or omissions of OTC Clear or the Former Clearing Member 
while it was a Clearing Member; and 

(2) liable in respect of all cash payment obligations including fees, levies, 
duties, fines, charges and payments under the Clearing Documentation, 
amounts due to OTC Clear or the Former Clearing Member as a result of 
the Clearing Documentation and any other liabilities entered into and 
accrued prior to the relevant Membership Termination Date. 
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Chapter 10 Payments 

Contract Payments 

1001. Each Clearing Member and OTC Clear shall pay all amounts due under the 
relevant Contract Terms in respect of a Contract at the times and in such amounts 
as are required pursuant to the Contract Terms and the Clearing Documentation. 

Margin and Rates and FX Contribution 

1002. Each Clearing Member shall make any payment to OTC Clear in respect of Margin 
and Rates and FX Liability from time to time in accordance with Chapter 12 and 
Chapter 15 of these Clearing Rules. 

Reimbursement of Costs and Expenses 

1002A Upon the occurrence of a Notional Exchange Failure OTC Clear may. in its 
absolute discretion. effect Mitigating Measures under section 3.14 of the Clearing 
Procedures in respect of that Notional Exchange Failure. The Non-delivering 
Clearing Member in respect of a Notional Exchange Failure shall: 

(1) immediately upon demand by OTC Clear. indemnify OTC Clear against all 
fees. liabilities or Damage incurred by OTC Clear as a result of it effecting 
any Mitigating Measures in respect of that Notional Exchange Failure: and 

(2) for the purpose of collateralising its liabilities to OTC Clear (including its 
obligation to indemnify OTC Clear pursuant to Clearing Rule 1002A(1)), 
provide Collateral in the form of cash on an outright transfer basis. in such 
amount and at such time as may be requested by OTC Clear ("Notional 
Exchange Failure Margin"). 

If a Clearing Member fails to comply with this Rule. OTC Clear may. on the basis of 
such failure. determine that that Clearing Member is or appears to be unable. or 
likely to become unable. to meet its obligations in respect of the Clearing 
Documentation and/or one or more Contracts to which it is party. such that an 
Event of Default occurs with respect to that Clearing Member pursuant to Clearing 
Rule 1301. 

Default Interest 

1003. If a Clearing Member defaults in the performance of any of its payment obligations, 
it will, to the extent permitted by Applicable Laws, pay interest on the overdue 
amount in the currency in which such debt is owed at the Default Interest Rate, 
such interest will accrue daily during the period from (and including) the original due 
date for payment to (but excluding) the date of actual payment. In the event that 
OTC Clear suffers any Damage as a result of the non-performance of a payment 
obligation by a Clearing Member, OTC Clear, its Affiliate and a recognized 
exchange controller which is the controller of OTC Clear shall be entitled to be 
indemnified by such Clearing Member against any Damage reasonably incurred by 
it pursuant to Clearing Rule 1316. 

Interest Rates 

1004. Any alteration in the basis of calculating interest rates under Clearing Rule 1003 
shall become effective on the date designated and notified by OTC Clear to the 
Clearing Members. 
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Chapter 12 Margin 

Margin and Collateral 

1201. Each Clearing Member shall, in respect of each Contract registered in its name, 
pay or provide, on demand by OTC Clear, Collateral in respect of Margin in such 
amounts, in such forms and at such times in accordance with the Clearing 
Procedures. 

1202. OTC Clear will determine the amount of Initial Margin, Additional Margin and 
Variation Margin payable by or (in some cases in respect of Variation Margin) to 
each Clearing Member in accordance with the Clearing Procedures. 

1203. Margin (including Initial Margin, Additional Margin and Variation Margin) in respect 
of the House Position Account and each Client Clearing Category 1 Position 
Account, if any, of a Glearing Member will be calculated by OTC Clear separately 
and shall be satisfied by a Clearing Member in the manner set out in the Clearing 
Procedures. 

Initial Margin, Additional Margin, Variation Margin, and Intra-day Variation Margin 

1204. Each Clearing Member shall deliver sufficient Collateral as Margin as a pre­
condition for registration of an Original Transaction by OTC Clear. 

1205. OTC Clear shall calculate and, where appropriate, demand Initial Margin on each 
OTC Clear Clearing Day. In addition, OTC Clear may, from time to time, in its 
absolute discretion and on any OTC Clear Clearing Day, make an intra-day call for 
Initial Margin. 

1206. OTC Clear shall calculate the Variation Margin payable by or to a Clearing Member 
on each OTC Clear Clearing Day. If such calculation indicates an increase in the 
Variation Margin payable by a Clearing Member, OTC Clear will be entitled to 
demand additional Collateral from such Clearing Member. 

1207. OTC Clear may on any OTC Clear Business Day demand Routine Intra-day 
Variation Margin from one or more Clearing Members. In addition, OTC Clear may 
on any OTC Clear Clearing Day demand from, or pay to, a Clearing Member Ad 
Hoc Intra-day Variation Margin. The amount of any Routine Intra-day Variation 
Margin or Ad Hoc Intra-day Variation Margin shall be calculated by OTC Clear using 
such methods as prescribed in the Clearing Procedures. 

1208. OTC Clear may impose Additional Margin requirements on any Clearing Member in 
the circumstances described in section 4.5 of the Clearing Procedures, and may, at 
its discretion amend or withdraw any such Additional Margin requirements on any 
Clearing Member. 

Margin Settlement 

1209. Save where the Clearing Procedures require otherwise, Initial Margin and 
Additional Margin requirements (other than Notional Exchange Failure Margin 
requirements) may be satisfied by payment in cash in any Eligible Currency, or by 
delivery of non-cash assets specified pursuant to section 7.3 of the Clearing 
Procedures. 

1210. Save where the Clearing Procedures require otherwise, and subject to Clearing 
Rule 1211, Variation Margin requirements must be satisfied by payments in cash in 

89 



may have in any Collateral provided by, or on behalf of, such Clearing Member to 
OTC Clear. The operations of section 56(1) of the SFO shall be modified by this 
Clearing Rule 1219 as permitted under section 56(2) of the SFO. 

1220. Each Clearing Member represents and warrants to OTC Clear that: 

(1) immediately prior to delivery of the Collateral to OTC Clear, the Clearing 
Member is the sole legal and beneficial owner of all Collateral delivered to 
OTC Clear, or the Clearing Member has obtained unconditional consent 
from the legal and beneficial owner of the Collateral for the use or 
application of such Collateral by the Clearing Member in accordance with 
these Clearing Rules; 

(2) any Collateral delivered to OTC Clear pursuant to these Clearing Rules is 
not subject to any Encumbrance whatsoever save for: 

(a) any Encumbrance in favour of OTC Clear; 

(b) any liens granted to the clearing systems through which the 
Collateral is being transferred; and 

(c) the assignment of right to the Client to receive any Client 
Entitlement from OTC Clear under the Security Assignment Deed 
relating to such Collateral; and 

(3) in delivering the Collateral to OTC Clear pursuant to these Clearing Rules, 
the Clearing Member is not in breach of any of its contractual obligations 
towards any third party or under any Applicable Laws. 

The representations and warranties made by a Clearing Member pursuant to this 
Clearing Rule 1220 shall be deemed to be repeated by such Clearing Member on 
each day Collateral is delivered to OTC Clear pursuant to these Clearing Rules. 

1221. A Clearing Member shall be liable to OTC Clear for any Damage incurred by OTC 
Clear as a result of OTC Clear possessing, holding, perfecting the title to or 
otherwise being associated with, any Collateral delivered by such Clearing Member. 

Position Limits 

1222. Pursuant to section 4.6.1 of the Clearing Procedures, unless with the prior written 
approval from OTC Clear, each Clearing Member is required to impose a House 
Account Limit in respect of its House Position Account and a Client Account Limit in 
respect of each of its Client Clearing Category 1 Position Accounts, provided that 
OTC Clear may, at any time and from time to time, in its absolute discretion, in 
respect of each Position Account, override, amend or revoke any such Position 
Limits and/or impose an Absolute Risk Limit and/or a Notional Exchange Risk Limit. 

1223. If a Clearing Member exceeds any Position Limits imposed, that Clearing Member 
must immediately notify OTC Clear and take appropriate steps to ensure that, 
within such period as OTC Clear may specify, it is in compliance with such Position 
Limits. In addition, OTC Clear may, at its discretion: 

(1) require a Clearing Member to terminate or liquidate such Contracts to the 
extent necessary to reduce its open position(s) so as to meet its Position 
Limit within such time as OTC Clear may prescribe; 

(2) demand Additional Margin as OTC Clear in its discretion determines; and/or 
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Proceedings with respect to a Clearing Member will constitute an "Automatic Early 
Termination Event" in respect of such Clearing Member. Where an Automatic 
Early Termination Event has occurred with respect to a Clearing Member as a result 
of an event described in paragraph (1), (3), (5), (6) or, to the extent analogous 
thereto, (8) under the definition of Insolvency Proceedings, an Early Termination 
Date in respect of all Contracts then registered in the name of such Clearing 
Member shall occur immediately upon the occurrence of the relevant event; and 
where an Automatic Early Termination Event has occurred with respect to a 
Clearing Member as a result of an event described in paragraph (4) or, to the extent 
analogous thereto, (8) under the definition of Insolvency Proceedings, an Early 
Termination Date in respect of all Contracts then registered in the name of such 
Clearing Member shall occur immediately preceding the institution of the relevant 
proceeding or the presentation of the relevant petition, and in each case, without 
the need for any other or prior notice or determination by OTC Clear. With effect 
from, and including, the date on which an Early Termination Date occurs with 
respect to all Contracts registered in a name of a Clearing Member as a result of an 
Automatic Early Termination Event, such Clearing Member shall become a 
Defaulting Clearing Member. 

1304. Where an Event of Default has occurred and is continuing with respect to a 
Clearing Member but such Event of Default does not constitute an Automatic Early 
Termination Event, OTC Clear may exercise such rights it may have under these 
Clearing Rules (including without limitation any rights of suspension of 
Membership) and/or may send to the relevant Clearing Member a default notice 
declaring such Event of Default (the "Notice of Default"). With effect from, and 
including, the date on which such Clearing Member receives the Notice of Default, 
the Clearing Member shall become a Defaulting Clearing Member. OTC Clear will 
notify Non-Defaulting Clearing Members, the SFC and also members of the public 
following the occurrence of an Automatic Early Termination Event or declaration of 
an Event of Default with respect to a Clearing Member. 

1305. Upon the occurrence of an Automatic Early Termination Event or delivery of a 
Notice of Default with respect to a Defaulting Clearing Member, OTC Clear may 
take such steps with respect to such Defaulting Clearing Member as in the 
circumstances appear to it, in its absolute discretion, best calculated: 

(1) to discharge the Defaulting Clearing Member's rights, obligations and 
liabilities under or in respect of one or more or all Contracts to which the 
Defaulting Clearing Member is party; 

(2) to minimize losses or the potential for losses to OTC Clear as a result of the 
default of the Defaulting Clearing Member; or 

(3) without the need for any prior notice to or consent of such Defaulting 
Clearing Member: 

(a) (where an Automatic Early Termination Event has not occurred) to 
terminate any Contract of the Defaulting Clearing Member by 
designating an Early Termination Date in respect of such Contract; 

(b} to apply any Collateral in the form of cash, and arranging for the 
liquidation of any non-cash Collateral and applying the liquidation 
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proceeds, for the absorption of losses incurred by OTC Clear as a 
result of the default of the Defaulting Clearing Member; 

(c) to obtain any advice or assistance from the Defaulting Clearing 
Member and/or any third party as OTC Clear may deem necessary 
for any matter arising out of or in connection with an Event of 
Default and at the expense of the Defaulting Clearing Member, 
and/or 

( d) to complete the process set out in Clearing Rule 1306 in relation to 
such Defaulting Clearing Member, 

in each case, acting in consultation with the Default Management Group and in 
accordance with the Default Management Process. 

Upon the occurrence of an Automatic Early Termination Event or delivery of a 
Notice of Default in respect of a Clearing Member, OTC Clear shall not be obliged 
to: (a) pay any Notional Exchange Failure Adjustment Amount payable by it in 
respect of such Clearing Member; or (b) make any further payments or deliveries 
whioh would otherwise have fallen due on or after suoh time under any Contract 
registered in the name of such Clearing Member, in either case which would 
otherwise have fallen due on or after such time. and upon the occurrence of an 
Early Termination Date in respect of such Contracts, any obligations to pay such 
Notional Exchange Failure Adjustment Amount or to make such further payments or 
deliveries and any amounts that are due but unpaid under such Contracts shall be 
satisfied by the payment by, or to, the Defaulting Clearing Member of a single net 
sum to be determined in accordance with Clearing Rule 1306, provided that if a 
Rates and FX Clearing Termination Event occurs at any time prior to the completion 
of the Default Management Process with respect to a Defaulting Clearing Member, 
no net sum shall be payable in accordance with Clearing Rule 1306 and the 
applicable termination amounts shall instead be determined in accordance with 
Clearing Rules 1531to1540. 

Calculations of Net Payment following a Clearing Member Event of Default 

1306. Subject to Clearing Rules 1530 to 1540, subsequent to the completion of the 
Default Management Process with respect to a Defaulting Clearing Member and 
the occurrence of an Early Termination Date in respect of all of the Defaulting 
Clearing Member's Contracts, the single net sum payable by OTC Clear to such 
Defaulting Clearing Member, or by such Defaulting Clearing Member to OTC Clear 
shall be determined as follows: 

(1) OTC Clear will determine the trade values (as further described below in 
this Clearing Rule 1306) in relation to each Position Account with respect to 
such Defaulting Clearing Member, after taking into account all the rights 
and liabilities of such Defaulting Clearing Member under or in respect of the 
Contracts in the Position Account concerned, provided that any such trade 
values with respect to such Defaulting Clearing Member in relation to any 
Client Clearing Category 1 Position Account relating to any Non-Porting 
Client will be determined pursuant to Clearing Rule 1307; 

(2) all trade values as determined in accordance with sub-paragraph (1) above 
shall be aggregated so as to produce one single aggregate trade value. if 
any, which may be positive or negative. A positive trade value indicates an 
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_ ___.( ... c_) FX Derivatives Contract 

Tariff Annual Fee Registration Fee 

TariffA HK$ 5 million In case of backloading, HK$ 3.9 per each million 
notional amount (in USD) for registration of a 
Contract. 

Otherwise HK$ 7.8 per each million notional 
amount (in USD) for registration of a Contract. 

Tariff B HK$1 million In case of backloading, HK$ 11.7 per each million 
notional amount (in USD) for registration of a 
Contract. 

Otherwise HK$ 23.4 per each million notional 
amount (in USD) for registration of a Contract. 

Tariff C Nil In case of backloading, HK$ 23.4 per each million 
notional amount (in USD) for registration of a 
Contract. 

Otherwise HK$ 46.8 per each million notional 
amount (in USD) for registration of a Contract. 

(ii)- De-registration Fee 

HK$ 250 in respect of each Standard Rates Derivatives Contract. Standard Cross-currency Rates 
Derivatives Contract, Non Deliverable Rates Derivatives Contract or FX Derivatives Contract 
previously registered in its name that has been de-registered. 

(iii) Fee for Resetting Password 

HK$ 50 per each password reset or retrieval for the Web Portal (excluding, for the avoidance of 
doubt, password provided for first time log on). 

(iv) Fee for Retrieval of Reports Removed from the Web Portal and/or Printing of Reports 

HK$ 5 per page, up to HK$ 1,000 per each report. 

(v) Accommodation charges, administrative fees and/or commitment fees for credit lines in 
respect of any non-cash Collateral 

The methodologies used for determining the relevant fees will be notified by OTC Clear to the 
Clearing Members when non-cash Collateral is accepted. 

(vi) Default Interest Rate 

Default Interest Rate, with respect to an Eligible Currency, represents the higher of (i) best lending 
rate obtained by OTC Clear from its banker plus 2% per annum and (ii) the relevant interbank 
offered rate for such Eligible Currency plus 2% per annum. 
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