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What is VaR Platform?

VaR Platform, is a new single risk engine with new risk model, to be applied to HKSCC’s Hong Kong

market and is mandatory for all HKSCC Clearing Participants (CPs). VaR Platform will take up risk
functions from CCASS, with a new infrastructure:

New Infrastructure

CCASS Decommission risk functions?! to VaR Platform

» Single risk engine for risk monitoring & calculation for Hong Kong, Shanghai &

Shenzhen markets
we

VaR Platform * |nitial Margln,. applicable to Hong Kong SeCUl’ItI.eS marke;t pnly :
flat margin rate ‘ portfolio margining

» Stress Testing for Default Fund (DF), applicable to Hong Kong securities market only :
same scenarios for ALL multiple product-specific scenarios per security

et

Report Access . : .
Platform (RAP) Centralised report platform for retrieval of VaR Platform reports & data files

x Noted: 1. Including margin, marks and stress testing calculation and relevant reporting.



Latest Update of Familiarisation Programme

Since 2021, a sequence of events have been arranged as part of the VaR Platform Familiarisation Programme
to facilitate CPs to have a thorough understanding on the new risk model and VaR Platform prior to the official

launch, including:

FEB AUG OCT
* Retrieve & study Initial * Retrieve & study * Retrieve & study VaR Platform
Margin Impact Analysis Default Fund Default Fund and other Official Launch
Report Contribution Analysis margin reports
2021 ### i
JAN MAY SEP FEB
» Setup RAP account » Setup VaR Online DA + Conduct Practice Margin » Participate in Practice
* Retrieve & study margin account and Stress Testing Sessions for i) normal day
reports Simulation via VaR Online operation & ii) contingency

arrangement

Details of the Practice Session to be
x provided in the following slides



Objectives of the Briefing

1. To introduce the daily operational flow and contingency under VaR Failure for
participants to prepare for internal operational procedures on risk monitoring, if

applicable and fund projection requirement; and

2. To walkthrough the details of the Practice Session and simulated schedule for normal

day and contingency under VaR Failure to prepare for official launch.



Normal Day Operation

1. Marks and Margin of Hong Kong Market
2. Stress Test and Default Fund
3. Northbound MSTD and MSCD




Relationship between CCASS, VaR Platform and RAP

[N

A VaR Platform

| Access Management |

| Margin Simulations |

| Risk Monitoring |

Marks & Margin
Calculations

| Default Fund Resizing |

| Report Generation |

VaR Platform
Reports
< New

new single risk engine for
risk monitoring &
risk exposure calculation

CNS Positions / Collateral info

Collateral Requirements (e.g. Margin)

Report Access Platform (RAP)
new secure file transfer protocol
(sftp) facility for retrieving VaR
Platform reports & data files

Trading System
OTP-C

\\l\od'\"‘ed

Delegated Management

» Shift risk functions to VaR Platform

» Conduct collateralisation based on risk
calculation result from VaR Platform

» and then proceed to payment collection

Payment
Instructions

| Payment Generation |mesn) BN ESNENE

CCASS Reports
< New

“ Modified

+» Obsolete

Payment Processing




User Setup to access RAP and VaR Online

Familiarisation Programme is available since January 2021, CPs should have completed steps 1 and 2 below by
NOw.
1. Setup RAP User account & connectivity

O U Register for RAP User account by submitting a duly signed RAP Registration Form to HKSCC via email, one

Cp User account can apply to 2 workstations.

Receive the RAP User account from HKSCC for RAP access.

Ensure SFTP client software be adhered to the SFTP standard, refer details to RAP Technical Guide.

Login RAP and verify the connectivity during its operating hours, from 07:00 to 00:00 every business day.

L O 00

Each RAP account contains 3 main folders covering the VaR Platform related supporting documents. CPs
should check if the folders are accessible.

2. Setup Delegated Administrator (DA) account to access VaR Online

U CPs are required to appoint at least 2 DA users to setup and maintain CPs’ designated user for
accessing VaR Online.

»  For DA accounts created during the Familiarisation Programme, user access will also be
granted by default.


https://www.hkex.com.hk/Services/Next-Generation-Post-Trade-Programme/-/media/HKEX-Market/Services/Next-Generation-Post-Trade-Programme/NGRM/HKSCC-RAP-RegistrationForm.pdf
https://www.hkex.com.hk/Services/Next-Generation-Post-Trade-Programme/-/media/HKEX-Market/Services/Next-Generation-Post-Trade-Programme/NGRM/HKSCC%20Report%20Access%20Platform%20(RAP)%20Technical%20Guide.pdf

Normal Day Operation

CPs should refer to CCASS reports for their actual risk and payment obligations:

Official Launch Current Day

Scheduled Tlme

09:00 10:00 11:00 12:00 14:00 15:00 19:00 20:00 21:00
| e # H *
I
11:00-11:30 14:00-14:30 20:30-21:00
Intra-day marks? Intra-day marks End-of-day marks and
process and margin? margin process
Margin process  15:00-15:30

1st End-of-day

marks and margin estimation process
16:45-17:15
2nd End-of-day
marks and margin estimation process

10:30 21:00

Completion of monthly/ad hoc Completion of
Default Fund Default Fund review process Default Fund Add-on

(1St‘bu§iness day of the month/ ad hoc calculation process

review

09:00-09:30 11:30-12:00 15:30-16:00 19:30-20:00
Northbound Monthly MSCD process Intra-day MSTD End-of day MSTD  End-of-day MSTD process
(for CCCP only) process estimation
process

CPs are reminded to set up standing instructions to settle intra-day risk payment
by CHATS Payment Instruction (CPI) with eService AC152

Notes : 1. Intra-day Margin will be called on the business day before weekday holidays which last for more than one day. It will be called at 11:00 when the business day is a
CCASS non-settlement day while it will be called at 14:00 when it is a CCASS settlement day.
2. eService AC15 would takes 1 to 2 weeks to be effective. For CPs yet to setup CPI with their designated banks (DB), please do setup CPI with DB first; then submlt &
complete eService AC 12; before submitting eService AC15. Usually DB needs 3 to 4 weeks to setup CPI




Normal Day Operation
-Marks and Margin of Hong Kong Market [To be newly introduced

|To be enhanced |

-
Calculation process 6 Funding requirement €Y CCASS broadcast message |No change |

11:00 12:00 13:00 14:00 15:00 16:00 17:00 19:00 20:00 21:00 09:30

Intraday Estimated day-end marks, margin

Intraday marks &
margin® process

End-of-day marks
& margin process

margin’ and Additional Cash Collateral

process @»\\ ‘@” (W

CFIPMO1 £
CRMIMOL <)) , - CRMMGO1! €Y CRMNPO2
CRMNPO1 (NCP) « CRMNPO3 (NCP) ! CRMMG02 <))

CRMMGO011!

. CRMNPO04
CRMNPO3 (NCP) CRMACO1 «3)
w ~11:45 - ~14:45 - —20:15
. . i i 3 . .
O colacralisation report @ Collateralisation report @ Collateralisation report®
|
. ccmpyor €Y CPI/RTES > - CCMPYOL  |)) _EDlﬁs N s L _ ¢
y by 14:00 —% y i - by 09:30
Collateralisation Collateralisation Collateralisation
-of- d.of end-of-da
1 [ k | | 15 endof day | e ay End-of-day marks &
£ = | process || margint process (3] Marks & margin (=) marks & maroin = B
B 8co 860 888) estimation process | 888 :stimation process 200
= For Holiday margin only I_$ _______ l _____
C_G For flat rate margin multiplier _41.39 ~14:30 | ~15:30 ~17:15 ! ~21:00
(AR For CA and IPO info Requirement report Requirement repory Estimation report Estimation report ! Requirement report
o - DWH0229 - RMAMPO1 - RMAMPO1  If| + RMAMPO1 + RMAMPO1 * RMAMPOL
© - DWHO0303 > . RMAMRO1 > . RMAMRO1 || * RMAMRO1 - RMAMRO1 > Ryl RO
> « DWHO0081C - RMAMRO3 - RMAMRO3 ||| + RMAMRO3 * RMAMRO03 : EI;A?EI)\QR%
~11:45 ~14:45 I ~15:45 ~17:30 I Overniaht
- DWHO0305 [ - bwHo305 | [ - DwH0305 | [ - bwHo305 1| « DWH03052
. . For funding estimation, _ _|I

Note: 1. Intra-day Margin will be called on the business day before weekday holidays which Iast for more than one day. It will be called at 11:00 when the business day is a CCASS non-
settlement day while it will be called at 14:00 when it is a CCASS settlement day.
2. End-of-day Series Price Report (DWHO0305) will be generated overnight, CPs will be able to retrieve via RAP the next business day, as the operational hour of RAP is from 07:00
x - 24:00 on each business day.

3. CPs should refer to collateralisation report for the funding requirement, while refer to Statement of Money Ledger (CSEMA08/CSEMSO08) for money movement for marks and
margin collected and refunded where applicable. 10



Marks and Margin of Hong Kong Market

For Normal Day

Processing VaR Platform RAP CCASS
Time

~11:00 - 11:30 Intra-day marks process for
requirement
~11:30 Reports available:
Intra-d ay Marks? 1.Marginable Position Report (RMAMPO01)
. 2.MTM and Margin Requirement Report
Requirement (RMAMRO1)

3.MTM and Margin Requirement Report
(Summary Version) (RMAMRO03)
4.Series Price Report (DWHO0305)?

~11:45 Collateralisation based on
. risk calculation result from
Fundin g VaR Platform to produce:

: 1.Posting / Collateralisation
Requwement Result Report (CCMPY01)

14:00 Payment via CPl / RTGS

Processing VaR Platform RAP CCASS
Time

~14:00 — 14:30 Intra-day marks and margin
process for requirement

Intra-day Marks

~14:30 Reports available:
and Marg inl 1.Marginable Position Report (RMAMPO1)
: 2.MTM and Margin Requirement Report
Requirement (RMAMRO1)

3.MTM and Margin Requirement Report
(Summary Version) (RMAMRO03)
4.Series Price Report (DWHO0305)2

~14:45 Collateralisation based on
risk calculation result from
VaR Platform to produce:

Funding

Requ irement 1.Posting / Collateralisation
Result Report (CCMPY01)

17:45 Payment via DDI

l Note: 1. Intra-day Margin will be called on the business day before weekday holidays which last for more than one day. It will be called at 11:00 when the 11
business day is a CCASS non-settlement day while it will be called at 14:00 when it is a CCASS settlement day.
2. Series Price Report (DWHO0305) for intra-day will be generated ~15mins after the availability of margin reports.



Marks and Margin of Hong Kong Market (Cont’d)

For Normal Day

End-of-day Marks
& Margin

Estimation

End-of-day Marks

& Margin
Requirement

Note: 1. Series Price Report (DWHO0305) for estimation will be generated ~15mins after the availability of margin reports; while the end-of-day report will be
generated overnight and CPs will be able to retrieve via RAP the next business day, as the operational hour of RAP is from 07:00 - 24:00 on each

X

business day.

Processing
Time

VaR Platform

~15:00-15:30 End-of-day marks and margin
(1Y estimation process for

requirement
~16:45-17:15
(2™)
~15:30 (1%Y) Reports available:

1.Marginable Position Report (RMAMPO1)

~17:15 (2d) 2.MTM and Margin Requirement Report

(RMAMRO1)
3.MTM and Margin Requirement Report
(Summary Version) (RMAMRO03)
4.Series Price Report (DWHO0305)*

Processing

Time

~20:30 - 21:00

VaR Platform

End-of-day marks and margin
process for requirement

~21:00

Reports available:

1.Marginable Position Report (RMAMPO01)

2.MTM and Margin Requirement Report
(RMAMRO1)

3.MTM and Margin Requirement Report
(Summary Version) (RMAMRO03)

4.Series Price Report (DWH0305)!

5.Initial Margin Risk Parameter File (RPF01)?2

~20:15

Collateralisation based on

risk calculation result from

VaR Platform to produce:

1.Posting / Collateralisation
Result Report (Day-End)
(CCMPY02)

Next day 09:30

Payment via DDI

2. Applicable to CPs who have subscribed for Risk Parameter Files (RPF) folder only.




To be obsoleted

Normal Day Operation [To be newly introduced|
-Default Fund [Tobe enhanced |
Calculation process é Funding requirement €% CCASS broadcast message |N° change |
10:00 11:00 12:00 13:00 20:30 21:00 10:00  11:00 15:00 16:00 17:45
% l+ (] ﬁ |

2"d pusiness day of the month for Monthly Review
(or T+1 business day for Ad-hoc)

1st business day of the month for Monthly Review Default Fund Add-on calculation process
(or T day for Ad-hoc)

GF Risk Collateral
Requirement Calculation

Collateralisation report
* GFR806

| Confirm collect

Monthly/ Ad hoc DF
review process

i
!
!
- - payment
6 ! f
Circular |
Next day ~10:00
>| ReviewonBF HKSCC to notify ! Generation of
~12:00noon CPs who are subject | DF payment
Collateralisation report? to Default Fund Add- |
* GFR608 <) on requirement I
é * GFR616 (NCP) |
DDI by 17:45
» « cCMDF02 V) I y
Tentative Collateralisation
= —.  |Default Fund Add- I
- = Monthly/ Ad hoc DF 238 on calculation |
060 i 1
‘g review process process :
®© ~10:30 I
o Requirement report ~21.00
0 Requirement report !
* RMADFO1
% - RMADFO1 I
> * RMAMRO01/03

Remark: 1. HKSCC will calculate the Default Fund Add-on requirement for the required CPs daily and will refund/collect additional collateral on the next business day 13
2. CPs should refer to collateralisation report for the funding requirement, while refer to Statement of Money Ledger (CSEMAO08/C SEMS08) for money movement for Default
fund contribution collected and refunded where applicable.

-



Default Fund

For Normal Day

Monthly/ Ad hoc
Default Fund
Review
Requirement

Funding
Requirement

Default Fund Add-
on Requirement

Funding
Requirement

Processing Time

VaR Platform

CCASS

~10:00 — 10:30 Monthly/ ad hoc Default
Fund review for requirement
~10:30 Reports available:
1.Default Fund Requirement
Report (RMADFO01)
~12:00 Collateralisation based on risk
calculation result from VaR
Platform to produce:
1.Statement of Default Fund
Contribution (CCMDF02)
Next day 17:45 Payment via DDI
Processing Time VaR Platform RAP CCASS

~20:30 — 21:00

Default Fund Add-on for
requirement

~21:00

Reports available:

1.Default Fund Requirement
Report (RMADF01)

2.MTM and Margin Requirement
Report (RMAMRO01)

3.MTM and Margin Requirement
Report (Summary Version)
(RMAMRO03)

By next day ~10:00

HKSCC to notify CPs who are
subject to Default Fund Add-on
requirement

Next day 11:00
(for CPs who are subject
to Default Fund add-on

only)

Payment via RTGS

14



To be obsoleted

Normal Day Operatlon | To be newly introduced|
-Northbound MSTD (for CCCP) Tobo ervancer |

| No change |
= -w
g8| Calculation process @ Funding requirement <Y CCASS broadcast message
11:00 12:00 14:00 15:00 16:00 17:00 19:00 20:00 21:00 09:30

Intra-day MSTD MSTD End-of-day

estimation MSTD process

)

process

~12:00
Collateralisation report

« CRMSDO7 (W CPI/RTGS

~20:00
Collateralisation report?!

- CRMSDO1)) DDI

. CRMSD09 €Y [By T4:00 » CRMSDO04 €0) | ™ 5y 09:30
A
Collateralisation Collateralisation
[mmm e e m =
I |
|
- Intra-day MSTD &2 I 1End-of-day MSTD I 5 End-of-day
B process = II estimation process | =) |MSTD process
Y— 1 ~20:00
T ~12:00 : ~16:00 | Requirement report
E Requirement report I Estimation report |
» « RMCNMO1

oY » « RMCNMO1 1 » « RMCNMO1 :
o] |

I . N I
> — — Eorfunding estimation_ _ _ |

Note: 1. CPs should refer to collateralisation report for the funding requirement, while refer to Statement of Money Ledger (CSEMAQ08/C SEMSO08) for
money movement for MSTD collected and refunded where applicable. 15

#II% *



Northbound MSTD (for CCCP)

For Normal Day

Intra-day MSTD
Requirement

End-of-day MSTD

Estimation

End-of-Day MSTD

Requirement

Processing Time

VaR Platform

~11:30 - 12:00 Intra-day MSTD process for
requirement
~12:00 Reports available:
1.Risk - Northbound MSTD
Requirement Report
(RMCNMO1)
~12:00 Collateralisation based on risk
calculation result from VaR
Platform to produce:
1.Intra-day Mainland Settlement
Deposit Payable Report
(SH/SZ) (CRMSDO07/09)
14:00 Payment via CPI/ RTGS
Processing Time VaR Platform RAP CCASS
~15:30 — 16:00 End-of-day MSTD
estimation process for
requirement
Reports available:
1.Risk - Northbound MSTD
Requirement Report
(RMCNMO1)
Processing Time VaR Platform RAP CCASS

~19:30 — 20:00 End-of-day MSTD process
for requirement
~20:00 Reports available:
1.Risk - Northbound MSTD
Requirement Report
(RMCNMO1)
~20:00 Collateralisation based on risk

calculation result from VaR

Platform to produce:

1.Mainland Settlement Deposit
Payable Report (SH/SZ)
(CRMSD01/04)

Next day 09:30

Payment via DDI

16



NOI‘ma| Day Operatlon |To be newly introduced|

_Northbound MSCD (for CCCP) Lowcobone |

— - | No change |
Calculation process @ Funding requirement €Y CCASS broadcast message

Month-end 15t business day of the month 2" pbusiness day of the month
22:30 23:00 09:00 09:30 09:30

——— '

é ~09:30
'_:_2§_0_0 ______ Collateralisation report?
T |
|CoIIateraI|sat|on=|I . CRMGFo1<Y | _ _pDl_
| report ! - CRMGF03 V) by 09:30
7'}
Collateralisation
- Monthly MSCD
B 00 process
= ~09:?>0
E Requirement report
o » « RMCNMO3
S
>
Note: 1. CPs should refer to collateralisation report for the funding requirement, while refer to Statement of Money Ledger (CSEMAQ08/C SEMSO08) for
money movement for MSCD collected and refunded where applicable. 17



Northbound MSCD (for CCCP)

For Normal Day

Monthly MSCD
Requirement

Funding
Requirement

Processing Time

VaR Platform

~09:00 — 09:30 Monthly MSCD process for
requirement
~09:30 Reports available:
1.Risk - Northbound MSCD
Requirement Report
(RMCNMO3)
~09:30 Collateralisation based on risk
calculation result from VaR
Platform to produce:
1.Mainland Security Deposit
Payable Report (SH/SZ)
(CRMGF01/03)
Next day 09:30 Payment via DDI

18



Operational Difference between CCASS and VaR Platform

CCASS VaR Online

« Terminal based (with IE 11)

* Browser based (CHROME)

» Access with Smartcard & password

» 2-Factor Authentication:
1. self-defined password
2. One Time Password (OTP)

« Broadcast Messages
v’ report availability
x  Margin requirements

X NO Broadcast Messages
* reports & margin requirements

3

|

RAP

* Download reports / data files via online or
Participant Gateway (PG)

* Adopts Secure Shell (SSH) public-key

authentication

» Reports in txt format, data image in fixed
length, only available for 3 settlement
days

» Secure file transfer protocol (SFTP) facility

installed at RAP client workstations

* Reports & data files are in csv format

available for 10 calendar days




Contingency
Arrangement in case of
VaR Failure

20



Contingency Arrangement
- In case of Faillure of VaR Platform

Alternative Method will be used to calculate Marks and Margin

VaR Platform CCASS
Marks & margin calculation result ° Collateralisation and payment
Calculation outside of VaR Platform
s
HKSCC to apply a - . —_— . N e T
flat rate CP’s higher of Initial Margin ) Applicable Credit ©
marginable long o %
> position and o + - °
marginable short @ - 5
Latest market price position S
- Relevant add-ons |=J S
available to HKSCC Marks B
o
|_

«  CP’s initial margin and marks requirement = Max [Flat rate! x higher of (CP’s marginable long positions?, CP’s marginable short positions)? —
margin credit* — favourable marks®, 0] + unfavourable marks® + position limit add-on?” + credit risk add-on” + ad hoc add-on”

Where:

Flat rate will be set to 6% and subject to finalization.

CP’s marginable long position refers to the aggregated market value of marginable position CP bought

CP’s marginable short position refers to the aggregated market value of marginable position CP sold (in absolute value)

Margin credit is assumed to be 5 million Hong Kong Dollar for each CP

Favourable marks means mark-to-market gain / profit of CP’s portfolio

Unfavourable marks means mark-to-market loss of CP’s portfolio

Position limit add-on, credit risk add-on, and ad hoc add-on refer to the latest results calculated and shown in the MTM and Margin
x requirement report before the VaR platform failure

NoopwNE

21



Communication Arrangement

Under the situation of VaR Platform failure:

CaY
foa)

CPs will:
* not be able to retrieve reports from RAP
* not be able to conduct margin and stress

testing simulation from VaR Online

x Note: 1. Collateral requirement includes marks, margin, Mainland Settlement Deposit and Mainland Security Deposit.

CPs should:

* rely on CCASS to receive HKSCC'’s
notifications

* retrieve CCASS reports for their collateral
requirement! and payment obligations for
funding preparation accordingly

22



Practice Session —
Important Information

X .



Practice Session - OQverview

Practice Session - Weekend Activities (Sat & Sun)

Normal daily operation
1
26, - 13:30-21:30

5 Contingency Arrangement — VaR Platform failed to operate
27, - 09:00-11:30

Post-Practice Session — Familiarisation Programme (Mon)

LZUGM Familiarisation Programme
28/ — full day of VaR Platform reports (for ONE day only)

X g



Practice Session

1. CPs should ensure the readiness on technical and operational before commencing the Practice Session, including:

a)

b)

Domain Name System (DNS) setup

Ensure the server IP is set as follows:

» Preferred DNS: 10.243.1.1 (UDP Port 53); and
» Alternate DNS: 10.243.65.1 (UDP Port 53)

In case any CPs not using HKEX provided DNS services to access RAP and VaR Online, please arrange staff with
experience to update the host table or change secondary IP addresses before and after the Practice Session. (refer to
Practice Session Information Package for more details)

Requirement to access to CCASS
Smartcard will be required to login CCASS, CPs should ensure that those participating in such session(s) adopt
appropriate measures and, to the extent possible, are able to access the relevant system to conduct the test

2. CPs should also note that during the Practice Session:

a)

b)

No Delegated Administrator (DA) support
There will NOT be support on password reset for CCASS DA or account unlock for VaR Online DA, , CPs should
ensure successful login to RAP, VaR Online and CCASS.

User profiles of CPs

The user profiles of CPs are based on the latest production image prior to the Practice Session, i.e. 25 February 2022

(Fri).

25


https://www.hkex.com.hk/Services/Platform-Services/-/media/FD1B7A0BA83D41A9BC4AEB0DEFF62A8D.ashx

Practice Session

FEBRUARY

t 26,

13:30-14:00
Arrange stock collateral to
cover short positions to
reduce risk obligations (if
applicable)

.00 14:00

&

Practice Session
Time

Margin

13:30
Completion of
monthly/ad hoc
Default Fund review
process

Default Fund

13:30
Completion of
monthly MSCD

process

Northbound
(for CCCP only)

X

15:00

13:

™

Normal daily operation
~13:30 - 21:30

16:00

15:30
Completion of
intra-day
marks process

15:45
Completion
of Intra-day

MSTD

process

Applied start-of-day position data as of

1 December 2021 (Wednesday)

DateTimeStamp CCASS RAP
Folder Name / 1 Dec 2021 26 Feb 2022
File Name
Business Datein | 4 ho. 501 1 Dec 2021
Report
Close time 21:30 23:59

on 26 Feb 2022 on 26 Feb 2022

17:00 18:00

17:00 18:00
Completion of 1stCompletion of 2nd
end-of-day marksend-of-day marks

and margin and margin
estimation estimation
process process
17:30

Completion of end-of-day
MSTD estimation
process

19:00

20:00 21:00

21:00
Completion of
end-of-day
marks and
margin process

21:00
Completion of Default
Fund add-on
calculation process

20:00
Completion of
end-of-day
MSTD process

26



Practice Session (Cont’d)

™

(2) () .
FEBRUARY

“EBRUARY Contingen cy Scenario Applied start-of-day position data as of
2 27 1 December 2021 (Wednesday) and
/ ~09:00-11:30 simulate VaR Platform failure at DateTimeStamp CCASS
19:30 system time Folder Name / 1 Dec 2021
File Name
Report Date 1 Dec 2021
. 11:30
Close time on 27 Feb 2022
VaR Online VaR Online
“This site can’t be (After Iogm).
reached.” “Authentication
s Completion of end-of- { Failure”
e Login COASS m:?%:qarr(l)(:eigdb Logout CCASS &
..e and VaR VaR Platform g p . y Recovery of b H f H
} using alternative submit confirmation
. . Online i
Practice Session fails to operate method VaR Platform form
09:00 09:30 10:15 10:30 11:00

Time | | | | |

CPs should pay attention to the CCASS broadcast message for the status of VaR Platform

@»\) Arrangement and availability of risk (W Recovery of the VaR Platform
payment obligations reports after
using alternative method

<)) CCASS broadcast message

CPs should refer to CCASS Broadcast Message for contingency arrangement



Practice Session (Cont’d)

) n'
FEBRUARY

Lt Production Verification Session : Connect to Primary Data Centre (Optional)
27/ ~ 14:00 — 15:00

For CPs who want to test the connectivity:
1. For RAP and VaR Online:
« Access RAP to verify connectivity = an error message “Connection Refused” will be prompted

« Access VaR Online to verify connectivity via https://rmcd.hkexposttrade.com.hk =» an error
message “Authentication Failure” will be displayed

2. For CCASS

* Logon to CCASS using the production Smartcard and password via https://www.ccass.com

» Once you logon to CCASS = "Function not available” will be displayed, the connectivity is
completed
* Logout from CCASS

X .


https://rmcd.hkexposttrade.com.hk/
https://www.ccass.com/

Post-Practice Session h

Normal daily operation Applied start-of-day position data as of
3 2—8 28 February 2022 (Mon)
o Full day

To facilitate CPs to verify their daily report retrieval process, a full set of VaR Platform reports, including
intra-day reports will be generated and made available via RAP for ONE day on 28 February 2022

(Monday).
VaR Platform Processing Schedule
O ®
== . 09:00 10:00 11:00 12:00 14:00 15:00 19:00 20:00 21:00 09:30 18:00
Production # H # * *
Time I | |
15:00-15:30
09:00 11:00-11:30 1st End-of-day 20:30-21:00
Start-of day Intra-day marks marks and margin End-of-day marks and
i rocess estimation process margin process
Margin g 16:45-17:15 amnp
2nd End-of-day
marks and margin
estimation process
21:00
Default Fund add-on
calculation process
11:30-12:00 15:30-16:00 19:30-20:00
Northbound Intra-day MSTD MSTD estimation End-of-day MSTD
(for CCCP Only) process process process

VaR Platform reports are provided for familiarisation purposes only, CCASS
x activities performed during the day in production will NOT be reflected
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Practice Session —
Reminder to CPs
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Practice Session (Cont’d)
-Reminder to CPs

Before the start of the Practice Session, CPs should:

-

Read the VaR Platform Practice Session Information Package \\

ensure the participating staffs have access to necessary CCASS functions (e.g. enquiry/
maintenance function)

change the pre-defined ‘Report Directory’ for downloading CCASS & VaR Platform reports/
data files

ensure necessary setup for accessing to RAP, VaR Online and CCASS has been arranged
and verified before the Practice Session (e.g. smartcard is required to login CCASS)

in case any CP not using HKEX provided Domain Name System (DNS) services to access
RAP and VaR Online, please ensure the domain for RAP and VaR Online will be resolved to

the secondary IP addresses in the host table

( x no change to IP address for CCASS in host table)
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Practice Session (Cont’d)
-Reminder to CPs

A After the completion of Practice Session, CPs should:

-

+ complete and return this Confirmation Form to the HKEX before 11:30am on 27 February

2022 (Sunday) by email from the designated participating user.

* remove ALL upload file(s) and downloaded report(s) retrieved during the Practice Session
on 26 & 27 February 2022 from production server to avoid misusing them when production
CCASS operates on the next business day.

* in case any CP not using HKEX provided Domain Name System (DNS) services to access
RAP and VaR Online, please re-connect to Primary Data Centre for RAP and VaR Online to

continue familiarisation activates.
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Information to CPs

INFORMATION

The VaR Platform Familiarisation Programme and related materials are available on the HKEX website, please

visit the website regularly for the latest information:

* VaR Platform Webcorner

« VaR Platform Practice Session Information Package

The VaR Platform Practice Session can be registered via Event section in Client Connect.

CONTACT

For VaR Platform related enquiries, please contact us via:
* Email: NG PostTrade@hkex.com.hk

* VaR Platform Hotline: 2211 6828
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Disclaimer

The information contained in this presentation is for general informational purposes only and does not constitute an offer, solicitation, invitation or
recommendation to subscribe for or purchase any securities or other products or to provide any investment advice of any kind. This presentation is not
directed at, and is not intended for distribution to or use by, any person or entity in any jurisdiction or country where such distribution or use would be
contrary to law or regulation or which would subject Hong Kong Exchanges and Clearing Limited (“HKEX”) to any registration requirement within such
jurisdiction or country.

This presentation contains forward-looking statements which are based on the current expectations, estimates, projections, beliefs and assumptions of
HKEX about the businesses and the markets in which it and its subsidiaries operate or aspires to operate in. These forward-looking statements are not
guarantees of future performance and are subject to market risk, uncertainties and factors beyond the control of HKEX. Therefore, actual outcomes and
returns may differ materially from the assumptions made and the statements contained in this presentation. The implementation of these initiatives is
subject to a number of external factors, including government policy, regulatory approval, the behaviour of market participants, competitive
developments and, where relevant, the identification of and successful entry into agreements with potential business partners. As such, there is no
guarantee that the initiatives described herein will be implemented, or that they will be implemented in the form and timeframe described herein.

Although the information contained in this presentation is obtained or compiled from sources believed to be reliable, HKEX does not guarantee the
accuracy, validity, timeliness or completeness of the information or data for any particular purpose, and shall not accept any responsibility for, or be
liable for, errors, omissions or other inaccuracies in the information or for the consequences thereof. The information set out in this presentation is
provided on an “as is” and “as available” basis and may be amended or changed. It is not a substitute for professional advice which takes account of
your specific circumstances and nothing in this document constitutes legal advice. HKEX shall not be responsible or liable for any loss or damage,
directly or indirectly, arising from the use of or reliance upon any information provided in this presentation.
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Appendix 01 | Infrastructure under VaR Platform

Participant Premises

Participant Gateway

(PG)

CCASS Terminal
(C3T)

SDNET WAN

Existing Setup

HKEX Data Centers

CCASS
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Appendix 02 | Key Risk Model Enhancements

Current Model New Model

2-tier hybrid model

» Single margin rate based on Hang VEwn  euiETEn beesl e

Seng Index ("HSI”) applied to all

Initial Margin SEEITTTEE individual stock volatility
CIM™) _ - > Allows risk offset among selected
» No risk offset among securities seEies

l » Liquidation cost is considered

» Multiple product-specific scenarios
applied to each security

Stress testing for » Up and down scenarios applied to
Default Fund all securities to generally cover
("DF") systemic risk

HKSCC adopts methodology-centric enhancements in the new model



Appendix 03 | Initial Margin Model

Portfolio margin requirement

Tier P Tier N

Portfolio IM® Portfolio IM Portfolio IM

1 Constituents = Hang Seng Composite Index (“HSCI”) m All non-Tier P instruments
LargeCap and MidCap constituent stocks and (e.g. GEM stocks, SmallCap / MicroCap stocks)

related DW / CBBC

m All equity indices ETFs and related DW / CBBC

2 Methodology = VaR-based Portfolio Margining, subject to m Flat rate margin, subject to margin multiplier
minimum margin level (where appropriate)

A hybrid approach consists of portfolio margining (Tier P) and flat rate (Tier N)

1) Overall IM will round up to the nearest ten thousand dollars (e.g. 7,821,555 will be rounded up to 7,830,000).

X .



Appendix 03 | Initial Margin Model (Cont’d)

Add-ons
New Model
Current Model
Tier P Tier N
1) Corporate Action = Rights / open offer / = Rights / open offer/
Add-on® Distribution in specie Distribution in specie

2" Liquidation Risk m  Covered under the single
Add-on margin rate e.g. 7% and
concentration collateral

= Portfolio level _
m ~2% higher of Long / Short

m Instrument level

3 Structured Product

Applicabl lon .
Add-on = Applicable to long = Not applicable
positions
Position Limit Add-on ® Overall CNS exceeds 4 x o _ n
4 .. . °
Liquid Capital m  Overall CNS exceeds 4 x Liquid Capital /73"99
S e
= m  CP’s Net Projected Loss s CP’s Net Proj 0 °
= ) jected Loss exceeds 50% DF threshold <,
2 5  DefaultFund Add-on exceeds 50% DF threshold® 96
LLl
6 Ad-hoc Add-on®) = Ad-hoc risk component = Ad-hoc risk component related to individual CP %%a
related to individual CP 0e

(1)  Also known as “Corporate Action Position Margin”
) DF Threshold is the maximum DF size(s) prescribed by the clearing house(s) with reference to the highest DF size in the past 10 years, subject to review from time to time.
(3)  Also known as “Upfront Cash Collateral”



Appendix 04 | Stress Testing for Default Fund (“DF”)

DF sizing and allocation

Expected Uncollateralised Loss Stress Test Value

(“EUL”) (“STV”)

Current Model New Model

1 EUL m 2 hypothetical systemic risk scenarios (proxy of m > 200 product-specific scenarios applied to each
HSI movement) applied to all securities security
» Market up scenario > Historical, Hypothetical, Theoretical,

> Market down scenario Idiosyncratic

2 DEsize m  1st+ 5" Jargest CP exposure m 1st+ 5% Jargest CP exposure 7
o
= 60-day look-back period ®m  60-day look-back period
3) Pro-rata% of = CNS position based = Risk based
each CP for DF i.e. stress test value net of its own collateral (EUL)

allocation

DF size is determined and allocated based on a more risk based approach in the new model



Appendix 04 | Stress Testing for Default Fund (“DF”) (Cont’d)

Operation-related arrangements

Current Model New Model

X

(€0

_ = Monthly at start-of-month = Monthly at start-of-month (o,
Review frequency o,
= Ad-hoc = Ad-hoc <

. Y,
Collection = 1 business day after review = 1 business day after review 69098

DF credit = HK$1 million ® HK$1 million

m ~10:30 am during monthly DF review

Periodic DF = ~12:00 noon during monthly DF and ad-hoc DF review
projection / report® review and ad-hoc DF review m Flexibility to simulate Stress Test
Value (“STV”) intra-day

DF report
information

m Available for DCP and GCP m Available for DCP and GCP
(with NCP projection) (with NCP projection)

Most existing operational arrangements remain unchanged in the new model

Report available time subject to system finalisation

Yo

Ch a';ge
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Appendix 05 | Normal Day with Holiday Operational Arrangement

Below is the detail schedule of full day repots throughout the day in logical time:

CCASS CP to arrange for funding

i 2 . _of- i
Intra-day marks? process Intra-day marks and margin? process End-of-day marks & margin process

. . . » Posting / Collateralisation
Margin « Posting / Collateralisation | * Posting / Collateralisation Result Report (CCMPY02)
Result Report (CCMPY01) Result Report (CCMPY01)

Monthly/ ad hoc Default Fund review process
» Statement DF Contributions (CCMDF02)

Default Fund (first business day of each month/
ad-hoc)
CP to arrange for funding
Northbound “S”Q”th'y MZCD e It 0Ev7 (AT B HEES End-of-day MSTD process
MSCD Payable Report + MSTD Payable Report

+ MSTD Payable Report

for CCCP SH/SZ) (CRMGF01/03
( ) (SHISZ) ( ) (SHISZ) (CRMSD07/09) (SHISZ) (CRMSDOL/04)
(first business day of each ) _
month/ ad hoc) Latest time of pledging Latest time of pledging SSC/SCC
SSC/SCC for 14:00 Payment for 09:30 on T+1 payment
O @ payment deadline Deadline deadline
s o 9:00 10:00 11:00 12:00 14:00 15:00 16:00 17:00 18:00 19:00 20:00 21:.00 22:00
- Official
Launch
RAP v NCP Positions v NCP Positions v/ NCP Positions v NCP Positions v" NCP Positions
Scheduled 2nd end-of-d k
cheaule Start-of-d Intra-day marks? Intra-day marks and 1% end-of-day marks end-of-day marks End-of-day marks &
Time Slart-or-aay margin? process &nd margin estimationand margin estimation Mardin process
* IPO Indicator (DWHO0303) . : o rocess process _g_p_' s
Marginable Position . ., Process N > . - Marginable Position
+ Margin Multiplier (DWHO0081C) (RMAMPOL) * Marginable Position. Marginable Position * Marginable Position (RMAMPO1)
Margin « CA Event (DWH0229) « MTM and Margin Req. / (RMAMPO1) (RMAMPO1) (RMAMPO1) « MTM and Margin Req. /
(Summary) (RMAMRO01/03) * MTM and Margin  « MTM and Margin  * MTM and Margin Req. (Summa )(RMAMR61/03)
* Series Prices (DWHO0305)3 Req. / (Summary)  Req. / (Summary) / (Summary) « Initial M ) RPFE (RPEO1)!
(RMAMR01/03) (RMAMRO01/03) (RMAMRO01/03) nitial Margin ( 3)
« Series Prices . Series Prices + Series Prices * Series Prices (DWHO0305)
(DWHO0305)3 (DWHO0305)3 (DWHO0305)3
Default Fund add-on calculation
Monthly/ ad hoc Default Fund review process process
Default Fund * DF Req. (RMADFO1) * DF Req. (RMADFO1)
(first business day of each month/ + Stress Testing Report (RMASTO1,
ad hoc) « Stress Testing RPF (RPF02, 03,
04)t
Monthly MSCD process Intra-day MSTD process End-of-day MSTD estimation process End-of-day MSTD process
Northbound * Risk — Northbound MSCD Req. * Risk - Northbound « Risk - Northbound « Risk - Northbound
(for CCCP) (RMCNMO3) MSTD Req. MSTD Req. MSTD Req.
(first business day of each (RMCNMO1) (RMCNMO01) (RMCNMO1)

month)
Note: 1. Applicable to CPs who have subscribed for Risk Parameter Files (RPF) folder only
2. Intra-day Margin will be called on the business day before weekday holidays which last for more than one day. It will be called at 11:00 when the business day is a CCASS non-

settlement day while it will be called at 14:00 when it is a CCASS settlement day. 43
3 Series Price Report (DWHO0305) for intra-day and estimation will be generated ~15mins after the availability of margin reports, while for end-of day will be generated overnight,

CPs will be able to retrieve via RAP the next business day, as the operational hour of RAP is from 07:00 - 24:00 on each business day.



RAP
Folder

Inbox

Inbox

Appendix 06 | VaR Platform Reports

VaR Platform reports are available to retrieve via RAP, including:

Margin Reports:

Marginable Position
Report (RMAMPO1)

MTM and Margin
Requirement Report
(RMAMRO1)

Inbox

MTM and Margin
Requirement Report
(Summary Version)
(RMAMRO03)

Time Available upon Official

Launch

Each business day

1.

2.

3.

~11:30 ( Intraday marks?
process)

~14:30 ( Intraday marks &
margin! process)

~15:30 (1%t end-of-day
marks and margin
estimation process)
~17:15 (2" end-of-day
marks and margin
estimation process)
~21:00 (End-of-day marks
and margin process)

Description

Marginable positions

incorporated in the corresponding

margin calculation, and

supplementary information at

position level

Corresponding reports in CCASS

MTM and margin requirement

together with the margin
component details

A summary version of RMAMRO1

[To be obsoleted]

» Marks and Collateral Collection Report (CFIPMO01)

* Intra-day Marks and Collateral Collection Report
(CRMIMO1)

* Margin Payable Report (CRMMGO02)

* Intra-day Margin Payable Report (CRMMGO01)

» Guarantee Fund Risk Collateral Requirement Report
(GFR806)

+ Additional Cash Collateral Payable Report (CRMACO01)

* NCP Marks Projection Report (intra-day) (CRMNPO01)
(for GCP only)

* NCP Marks Projection Report (day-end) (CRMNP02)
(for GCP only)

* NCP Margin Projection Report (intra-day) (CRMNPO03)
(for GCP only)

* NCP Margin Projection Report (day-end) (CRMNPO04)
(for GCP only)

[To be modified]

* Posting / Collateralisation result Report (intra-day)
(CCMPYO01)

* Posting / Collateralisation result Report (day-end)
(CCMPY02)

Note: 1. Intra-day Margin will be called on the business day before weekday holidays which last for more than one day. It will be called at 11:00 when the business day is a CCASS non-
settlement day while it will be called at 14:00 when it is a CCASS settlement day.

X
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Appendix 06 | VaR Platform Reports (Cont’d)

Additional VaR Platform reports are available to retrieve via RAP , including:

New Reports (additional information for margin requirement):

RAP
Folder

Time Available upon Official Launch Description

Corporate Action Event Report Each business day Corporate action events of Hong Kong market that

C ) " ;
ommon (DWHO0229) ~10:00 may lead to marginable position adjustment

Each business day

~11:45 ( Intraday mark! process)
~14:45 ( Intraday marks & margin® process)
3. ~15:45 (15t end-of-day marks and margin
Common Series Price Report (DWH0305) estimation process)
4, ~17:30 (2" end-of-day marks and margin

estimation process)
5. Overnight? (End-of-day marks and margin

N

Instrument prices and exchange rates for Hong Kong
market’'s margin calculation

process)
Common IPO Indicator (DWHO303) Each business day IPO stocks that are newly listed that will impact the
~09:00 margin calculation
Inbox g:g%g?gw&%rg;{lggm Multiplier Each b~uosg;.r(1)%ss day Current and to-be effective multiplier
. I . . Contains key risk parameters required for calculation
RPF3 I(r;'gz?:lol\i?rgm Risk Parameter File Each b~u251|.r2)%ss day of MTM and margin requirement for Hong Kong

market

Noted: 1. Intra-day Margin will be called on the business day before weekday holidays which last for more than one day. It will be called at 11:00 when the business day is
a CCASS non-settlement day while it will be called at 14:00 when it is a CCASS settlement day.
2. End-of-day Series Price Report (DWHO0305) will be generated overnight, CPs will be able to retrieve via RAP the next business day, as the operational hour of
RAP is from 07:00 - 24:00 on each business day.
3. Only applicable for CPs who have subscribed for RPF folder. Due to the file size of the RPF, CPs should assess and evaluate the need to upgrade their existing
x SDNet before subscribing for the new RPF folder. Please refer to section 7 of the RAP Technical Guide for details. 45
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Appendix 06 | VaR Platform Reports (Cont’d)

Default Fund Reports:

Time Available upon Official

Corresponding reports in CCASS

N/A

Launch Description
Inbox Risk — Stress Testing Each business day STV calculated based on the returns of stress
Report (RMASTO01) ~21:00 scenarios defined by HKEX for Hong Kong market
On the first business day of
each month
Default Fund Reaui ¢ ~10:30 (Monthly DF review/
Inbox Rgpa:)urt (RUGADES;;remen ad hoc) Monthly or ad hoc default fund requirement
Each business day
~21:00 (Default Fund add-on
calculation process)
RPE! igre;;;z?t::m%s&kpmz Each business day Contains key risk parameters for calculation of
RPF03, RPF04) ' ~21:00 STV for Hong Kong market

[New report — available after official launch]
« Statement of Default Fund Contributions
(CCMDF02)

[To be obsoleted]

« Statement of Guarantee Fund Contributions
(GFR608)

* Guarantee Fund Risk Collateral Requirement
Report (GFR806)

* NCP(s) Guarantee Fund Contribution Projection
By Position (GFR616) (for GCP only)

N/A

Noted: 1. Only applicable for CPs who have subscribed for RPF folder. Due to the file size of the RPF, CPs should assess and evaluate the need to upgrade their existing
SDNet before subscribing for the new RPF folder. Please refer to section 7 of the RAP Technical Guide for details. 46
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Appendix 06 | VaR Platform Reports (Cont’d)

Northbound Reports: (Only applicable to the China Connect Clearing Participants (CCCP))

RAP Time Available upon Official

Description Corresponding reports in CCASS

Folder Launch

[To be modified]
. » Mainland Settlement Deposit Payable Report
[Each business day (Shanghai) (CRMSDO1)
. 1. ~12:00 (Intra-day MSTD process) . .
Risk — Northbound MSTD : . » Mainland Settlement Deposit Payable Report
. 2. ~16:00 (End-of-day MSTD MSTD requirement of CCCP for
Inbox Requirement Report L . (Shenzhen) (CRMSDO04)
estimation process) Northbound China Connect markets \ .
(RMCNMO01) 3. ~20:00 (End-of-day MSTD * Intra-day Mainland Settlement Deposit Payable
" rocess) y Report (Shanghai) (CRMSDO07)
P * Intra-day Mainland Settlement Deposit Payable
Report (Shenzhen) (CRMSDQ9)
[To be modified]
Risk — Northbound MSCD o ' . . * Mainland Security Deposit Payable Report
O e o | e o ot (S CRMGFOD
(RMCNMO03) » Mainland Security Deposit Payable Report
(Shenzhen) (CRMGF03)

CPs can make reference to the Comparison Guidelines, Calculation Guides and Report Specifications available in HKEX website for
more details.

X .



https://www.hkex.com.hk/Services/Platform-Services/VaR-Platform?sc_lang=en

