Rules of the Exchange

CHAPTER 1

INTERPRETATION

101.
In these Rules, unless the context otherwise requires:-


“HKCC Participant”
means a person duly registered as a participant of HKCC under one of the categories of participantship specified in the rules and procedures of HKCC, as from time to time in effect ;

CHAPTER 5

TRADING


Dealings with Suspended Exchange Participants

541.
Except as may otherwise be permitted by the Board or the Chief Executive, under no circumstances shall an Exchange Participant deal with an Exchange Participant whose Exchange Participantship or right to access the System has been suspended.  An Exchange Participant which fails to comply with this Rule shall be liable to disciplinary action by the Board.

542.
Where an Exchange Participant whose Exchange Participantship or right to access the System has been suspended during the trading hours stipulated in Rule 501 and/or the Extended Morning Session, any Exchange Participant which has conducted transactions with the suspended Exchange Participant before the suspension shall report any such transactions that have not yet been input into the System.  Such a report shall be made within 15 minutes of the suspension by the Exchange Participant concerned, in accordance with the procedures prescribed by the Exchange.

CHAPTER 7

DISCIPLINARY


Disciplinary Powers

702.
The Board may exercise any of the following disciplinary powers:-

(6B)
to restrict an Exchange Participant’s trading activities on or through the Exchange including but not limited to its Exchange Traded Options Business on such terms and for such period as the Board shall think fit;

704.
The Chief Executive may exercise the power referred to in Rules 702(3), 702(6), 702(6A), 702(6B), 702(7), 702(8), 702(9), 702(11), 702(12), 702(13) and 702(14) above provided he has first obtained the approval of the Chairman of the Board or in his absence any member of the Board which may be given either orally or in writing.  Where the Chief Executive has exercised any of his powers referred to in this Rule, the Exchange Participant may at any time thereafter apply to the Chief Executive for the lifting of his decision by submitting to the Chief Executive such information, including any information as to the financial condition of the Exchange Participant, as the Chief Executive may require in order for him to be satisfied that it is proper in all the circumstances to lift the decision.  The Chief Executive may lift his decision conditionally or unconditionally.


Disciplinary Proceedings

714.
The Exchange shall have power to publish in the local newspapers or in circulars or via electronic or computer data transmission to Exchange Participants the name of any Exchange Participant expelled or whose Exchange Participantship or right to access the System has been suspended by the Exchange and also to publish such expulsion or suspension in any other way it may think fit.  No action or other proceedings shall under any circumstances be taken by the Exchange Participant referred to in such publication or notification against any person or body authorising printing, publishing or circulating the same.

717.
Where disciplinary measures are taken against an Exchange Participant by the Chief Executive under Rule 704:-

(1)
the Exchange Participant shall be entitled as of right to appeal to the Disciplinary Committee within fourteen days of being notified of the Chief Executive’s decision;


(2)
the Chief Executive shall not be obliged to give reasons to the Exchange Participant for his decision but shall be obliged to do so to the Disciplinary Committee in the event of an appeal;


(3)
the Disciplinary Committee shall deal with and decide on the appeal in the same manner as if it were considering the exercise of its disciplinary powers afresh;


(4)
no action shall accrue to an Exchange Participant (whether against the Chief Executive or the Chairman or member of the Board who approved his decision or any other person) and the Exchange Participant shall not institute any legal action in respect of any loss that the Exchange Participant may have suffered (including any loss of profit) by reason of a suspension or any damage to reputation by reason of the fact that an Exchange Participant’s appeal is upheld by the Disciplinary Committee or the Disciplinary Appeals Committee in whole or in part.

718.
Where an Exchange Participant whose Exchange Participantship or right to access the System is suspended for any reason whatsoever:-

(1) any monies due to the Exchange, including amounts for the replenishment of the Compensation Fund and any fees prescribed under these Rules shall nevertheless remain due and payable by the Exchange Participant as if its Exchange Participantship or right to access the System had not been suspended;

(2) its right to be eligible to trade on or through the Exchange under its Stock Exchange Trading Right shall also be suspended and it shall not be permitted to trade either directly or indirectly during such suspension, except as may otherwise be permitted by the Board or the Chief Executive;


Situations Calling for Disciplinary Action

	724.
	Without prejudice to the scope of the power of suspension or other disciplinary powers vested in the Board and the Chief Executive, the Board and (subject to Rule 704) the Chief Executive may exercise the powers referred to in Rules 702(3), 702(6), 702(6A), 702(6B), 702(7), 702(8), 702(9), 702(11), 702(12), 702(13) and 702(14) in the following circumstances or if the Board or the Chief Executive, as the case may be, has reason to believe that any of the following circumstances has occurred:-


	
	(1)
	where an Exchange Participant has conducted itself in such a manner as to call for disciplinary action and an investigation is being conducted into the affairs of the Exchange Participant for this purpose;

	
	
	

	
	(2)
	where an Exchange Participant is unable to pay its debts as they fall due or has entered into any arrangement with its creditors for the payment of debts or is otherwise insolvent;

	
	
	

	
	(6)
	where an Exchange Participant has failed to meet any of its obligations to HKSCC;

	
	
	

	
	(8)
	where an Exchange Participant has failed to meet any of its obligations to SEOCH; 

	
	
	

	
	(9)
	where an Exchange Participant which is also an HKCC Participant has failed to meet any of its obligations to HKCC;



	
	(10)
	where an Exchange Participant is or may be in such financial or operational difficulty that the Exchange Participant may not be permitted to continue to do business as an Exchange Participant with safety to clients, other Exchange Participants, the Exchange, HKSCC or SEOCH;



	
	(11)
	where such action is necessary to protect the interests of the Exchange, a recognized exchange controller which is the controller of the Exchange, HKSCC or SEOCH;



	
	(12)
	where such action is necessary to ensure the orderly trading of securities and Option Contracts on the Exchange and/or the operation of HKSCC or SEOCH;



	
	(13)
	where a petition is presented or a proceeding is commenced or an order is made or an effective resolution is passed or any other step is taken by any person for the winding-up, administration, re-organisation, reconstruction, amalgamation, dissolution or bankruptcy of the Exchange Participant or for the appointment of a provisional liquidator, liquidator, receiver, administrator, trustee or similar officer over all or any part of the Exchange Participant’s business or assets; or



	
	(14)
	where a prohibition or requirement is imposed on the Exchange Participant by the Commission pursuant to section 204, 205 or 206 of the Ordinance.











