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Rules of the Exchange

CHAPTER 1

INTERPRETATION

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



	
	“associates”
	in relation to an issuer of Structured Product, means any of its holding companies, subsidiaries or fellow subsidiaries, or any associated companies of any of them;



	
	“CBBC”


	means “callable bull/bear contract” which is a type of Structured Product that contains a mandatory call feature which obliges the issuer to call the CBBC when a mandatory call event occurs at any time before expiry.  In the case of a CBBC, a mandatory call event occurs when the price or level of the underlying reaches a specified price or level; 


	
	“derivative warrant”
	has the same meaning as in Chapter 15A of the Main Board Listing Rules;



	
	“Derivative Warrant Hedging Participant”
	is the former term given to an Exchange Participant appointed by an issuer to act as its agent in conducting Derivative Warrant Hedging Transactions for the account of that issuer or the account of any associates of that issuer;



	
	“Derivative Warrant Hedging Transaction”
	is the former term given to the purchase or sale of an underlying stock of a single stock derivative warrant for the purpose of hedging against the risk of short or long positions of an issuer held in an account of that issuer or in an account of any associates of that issuer;



	
	“Derivative Warrant Liquidity Provider”
	is the former term given to an Exchange Participant appointed by an issuer to act as its agent in carrying out the activities for providing liquidity to a derivative warrant issued by the issuer;


	
	“ELI”


	means “equity linked instrument” which has the same meaning as in Chapter 15A of the Main Board Listing Rules;



	
	“ELI Liquidity Provider”
	is the former term given to an Exchange Participant appointed by an ELI issuer to act as its agent in carrying out the activities for providing liquidity to an ELI issued by the ELI issuer;


	
	“issuer”
	in relation to an issuer of Structured Product, means an issuer of Structured Product as referred to in Chapter 15A of the Main Board Listing Rules;



	
	“Market Making AMS Terminal”
	means an AMS terminal installed by the Exchange in the registered business address of an Exchange Participant for any one or more of the following purposes (as the case may be):-


	
	
	(a)
	for carrying out market making activities in a security or securities in the Pilot Program by such Exchange Participant in its capacity as a Pilot Program Market Maker;



	
	
	(b)
	for carrying out market making activities in a Designated Exchange Traded Fund by such Exchange Participant in its capacity as an Exchange Traded Funds Market Maker; and



	
	
	(c)
	for carrying out the activities of providing liquidity to a Structured Product by such Exchange Participant in its capacity as a Structured Product Liquidity Provider

	
	
	
	

	
	
	in accordance with these Rules, including a market making terminal and a Derivative Warrant Trading Terminal;


	
	“Market Making Open Gateway”
	means an Open Gateway installed by the Exchange for an Exchange Participant for any one or more of the following purposes (as the case may be):-



	
	
	(a)
	for carrying out market making activities in a security or securities in the Pilot Program by such Exchange Participant in its capacity as a Pilot Program Market Maker;


	
	
	(b)
	for carrying out market making activities in a Designated Exchange Traded Fund by such Exchange Participant in its capacity as an Exchange Traded Funds Market Maker; and


	
	
	(c)
	for carrying out the activities of providing liquidity to a Structured Product by such Exchange Participant in its capacity as a Structured Product Liquidity Provider



	
	
	in accordance with these Rules, including a Derivative Warrant Open Gateway;



	
	“single stock CBBC”
	means a CBBC which is based on one single class of shares;



	
	“single stock derivative warrant”
	means a derivative warrant which is based on one single class of shares;



	
	“Structured Product”
	has the same meaning as in Chapter 15A of the Main Board Listing Rules;



	
	“Structured Product Hedging Participant”
	means an Exchange Participant appointed by an issuer to act as its agent in conducting Structured Product Hedging Transactions for the account of that issuer or the account of any associates of that issuer in accordance with the Fifteenth Schedule, including an Exchange Participant which was formerly known as a Derivative Warrant Hedging Participant appointed by an issuer for conducting Derivative Warrant Hedging Transactions;



	
	“Structured Product Hedging Short Selling”
	means the short selling of an underlying stock of a single stock derivative warrant or single stock CBBC, which is conducted as part of a Structured Product Hedging Transaction in accordance with the Fifteenth Schedule to these Rules and which may be made below the best current ask price.  For the purpose of Structured Product Hedging Short Selling, a Structured Product Hedging Participant shall not be required to satisfy the requirements set forth in the definition of short selling in the Eleventh Schedule to the extent that it is so exempted under the Ordinance;



	
	“Structured Product Hedging Transaction”
	means the purchase or sale of an underlying stock of a single stock derivative warrant or single stock CBBC for the purpose of hedging against the risk of short or long positions of an issuer or any associate of that issuer arising from its obligation to provide liquidity in the derivative warrant or CBBC, held in an account of that issuer or in an account of any associate of that issuer;



	
	“Structured Product Liquidity Provider”
	means an Exchange Participant appointed by an issuer to act as its agent in carrying out the activities for providing liquidity to a Structured Product issued by the issuer, as more particularly described in the Structured Product Liquidity Provider Regulations in the Eighteenth Schedule to these Rules, including an Exchange Participant which was formerly known as a Derivative Warrant Liquidity Provider or an ELI Liquidity Provider appointed by an issuer for providing liquidity to a derivative warrant or ELI issued by the issuer;


	
	“Structured Product Liquidity Provider Short Selling”
	means the short selling of a Structured Product which is conducted as part of the activities for providing liquidity to an issue of Structured Product by a Structured Product Liquidity Provider in accordance with the Eighteenth Schedule to these Rules and which may be made below the best current ask price.  For the purpose of Structured Product Liquidity Provider Short Selling, a Structured Product Liquidity Provider shall not be required to satisfy the requirements set forth in the definition of short selling in the Eleventh Schedule to the extent that it is so exempted under the Ordinance;


	The definitions of “Derivative Warrant Hedging Short Selling”, “Derivative Warrant Liquidity Provider Short Selling” and “ELI Liquidity Provider Short Selling” have been repealed.



CHAPTER 3

EXCHANGE PARTICIPANTSHIP

	
	Security Control Card

	
	
	

	366.
	(7)
	(a)
	An Exchange Participant shall immediately surrender to the Exchange all the Security Control Cards issued to it in respect of a Market Making Open Gateway, and if applicable, the Backup Open Gateway and Standby Terminals for the Market Making Open Gateway, when all of its capacities as a Securities Market Maker and a Structured Product Liquidity Provider which entitle it to that Market Making Open Gateway cease or when its access to the System through that Market Making Open Gateway in all such capacities is suspended, withdrawn or revoked, or otherwise terminated.  Such an Exchange Participant will be issued with new Security Control Cards upon reinstatement by the Exchange of any of its capacities as a Securities Market Maker or a Structured Product Liquidity Provider which entitles it to that Market Making Open Gateway or upon reinstatement of its access to the System through that Market Making Open Gateway in any of such capacities.  

	
	
	
	

	
	
	(b)
	An Exchange Participant shall immediately surrender to the Exchange all the Security Control Cards issued to it in respect of a Market Making AMS Terminal, and if applicable, the Standby Terminal for the Market Making AMS Terminal, when all of its capacities as a Securities Market Maker and a Structured Product Liquidity Provider which entitle it to that Market Making AMS Terminal cease or when its access to the System through that Market Making AMS Terminal in all such capacities is suspended, withdrawn or revoked, or otherwise terminated.  Such an Exchange Participant will be issued with new Security Control Cards upon reinstatement by the Exchange of any of its capacities as a Securities Market Maker or a Structured Product Liquidity Provider which entitles it to that Market Making AMS Terminal or upon reinstatement of its access to the System through that Market Making AMS Terminal in any of such capacities.


CHAPTER 5

TRADING

Operational Trading Rules

	517B.
	All transactions in respect of an Eligible Security that are recognized by the Exchange shall be settled in CCASS, and delivery and settlement in relation to such transactions shall be effected in accordance with the CCASS Rules.  Notwithstanding the foregoing, subsequent to a transaction having been made the method of settlement may be amended by mutual agreement between the Exchange Participants concerned or in accordance with the CCASS Rules.

	
	

	519A.
	All transactions in respect of a Structured Product must only be for a board lot or multiples of a board lot.  Exchange Participants shall only input orders or transactions relating to the Structured Product into the System for a board lot or multiples of a board lot.

	
	

	520.
	Each selling Exchange Participant shall input into the System details of a sale transaction within 15 minutes after the conclusion of the transaction, but not later than 10:15 a.m. for transactions concluded in the Pre-opening Session, 12:30 p.m. for transactions concluded in the morning session and 4:00 p.m. for transactions concluded in the afternoon session.  Any transactions not recorded in the System before the end of trading on a trading day shall be reported to the Exchange within the order input period and the pre-order matching period of the Pre-opening Session or the first 15 minutes of the commencement of the Continuous Trading Session on the next trading day as transactions concluded on that trading day on which the reporting has been made provided that if there is no Continuous Trading Session on the next trading day for whatever reason, any such transactions not reported to the Exchange as aforesaid shall be reported to the Exchange not later than the first 15 minutes of the commencement of the first trading session of the next Continuous Trading Session as transactions concluded during the trading session on which the reporting has been made.  This Rule shall apply to all transactions other than direct business transactions and transactions concluded by automatic order matching.  In respect of a sale transaction in respect of an issue of a Structured Product concluded for the account of the issuer of the Structured Product or its associates, the selling Exchange Participant shall, in addition to the above requirements, report to the Exchange in such manner as the Board shall from time to time determine.  A selling Exchange Participant which fails to comply with this Rule shall be liable to disciplinary action by the Board.

	
	

	522.
	All inputs are valid subject to these Rules unless otherwise determined by the Board.  Subject to Rule 544(1), all trades concluded under Rule 517(1)(a) or Rule 517(1)(b) shall not be amended or cancelled and will be recognized by the Exchange unless otherwise determined by the Board.

	
	

	
	

	
	Direct Business

	
	

	526.
	(1)
	It is the duty of every Exchange Participant conducting direct business transactions within the Pre-opening Session and the trading hours stipulated in Rule 501(1) to input details of such transactions into the System within 15 minutes after the conclusion of the transactions and in any event not later than 10:15 a.m. for transactions concluded in the Pre-opening Session, 12:30 p.m. for transactions concluded in the morning session and 4:00 p.m. for transactions concluded in the afternoon session provided that no such duty exists for transactions concluded by automatic order matching. Any transactions not recorded in the System before the end of trading on a trading day shall be reported to the Exchange within the order input period and the pre-order matching period of the Pre-opening Session or the first 15 minutes of the commencement of the Continuous Trading Session on the next trading day as transactions concluded on that trading day on which the reporting has been made provided that if there is no Continuous Trading Session on the next trading day for whatever reason, any such transactions not reported to the Exchange as aforesaid shall be reported to the Exchange not later than the first 15 minutes of the commencement of the first trading session of the next Continuous Trading Session as transactions concluded during the trading session on which the reporting has been made.  In respect of a direct business transaction in respect of an issue of a Structured Product concluded for the account of the issuer of the Structured Product or its associates, the Exchange Participant shall, in addition to the above requirements, report to the Exchange in such manner as the Board shall from time to time determine.

	
	
	

	527.
	Direct business transactions once recorded by the System cannot be cancelled by the Exchange Participant concerned, unless expressly provided for under these Rules or otherwise directed by the Board. The Board may instruct that an erroneous direct business transaction be cancelled if the Exchange Participant concerned discovers an error and reports the case to the Exchange and the Board is satisfied that the error was not committed intentionally. Upon a cancellation instruction being made, the Exchange will certify to the Exchange Participant concerned that such record has been cancelled. The method of certification will be circularised by the Board and may be changed from time to time as so determined by the Board. 

	
	

	
	Transactions not Recognized

	
	

	544.
	(1)
	The Exchange will only recognize those transactions which are duly recorded or concluded through the System within the trading hours stipulated in these Rules or otherwise recorded in the System pursuant to these Rules and, in the case of a CBBC, which are duly recorded or concluded through the System or otherwise recorded in the System prior to or at the time of the relevant call event as notified by the issuer to or otherwise determined by the Exchange.

	
	
	

	

	Delivery and Settlement

	
	General Provisions

	
	

	557.
	Under no circumstances may an Exchange Participant repudiate a transaction recognized by the Exchange in accordance with these Rules.

	
	

	
	Short Selling

	
	

	563D.
	(1)
	With the exception of Securities Market Maker Short Selling by a Securities Market Maker or a Securities Market Maker for its Designated Specialist, Structured Product Liquidity Provider Short Selling by a Structured Product Liquidity Provider, Designated Index Arbitrage Short Selling by a Designated Index Arbitrage Short Selling Participant, Stock Futures Hedging Short Selling by a Designated Stock Futures Hedging Short Selling Participant, Structured Product Hedging Short Selling by a Structured Product Hedging Participant and Options Hedging Short Selling by a Market Maker or an Options Hedging Participant, short selling shall be limited to transactions in Designated Securities (as defined in the Eleventh Schedule to these Rules) effected on the Exchange during the Continuous Trading Session.  Exchange Participants engaged in short selling shall comply at all times with the Ordinance as amended from time to time, and the Regulations regarding short selling in the Eleventh Schedule to these Rules as approved by the Exchange from time to time.

	
	
	

	
	(3)
	Structured Product Liquidity Provider Short Selling shall be limited to transactions in Structured Products effected on the Exchange by a Structured Product Liquidity Provider in the course of performing liquidity providing functions during the Continuous Trading Session.  A Structured Product Liquidity Provider engaged in Structured Product Liquidity Provider Short Selling shall comply at all times with the Ordinance and the Regulations regarding Structured Product Liquidity Provider Short Selling in the Eighteenth Schedule to these Rules as approved by the Exchange from time to time.

	
	
	

	
	(4)
	[Repealed]

	
	
	

	
	(7)
	Structured Product Hedging Short Selling shall be limited to transactions in the underlying stocks of single stock derivative warrants and single stock CBBCs.  A Structured Product Hedging Participant shall comply at all times with the Ordinance and the Regulations regarding Structured Product Hedging Short Selling in the Fifteenth Schedule to these Rules as approved by the Exchange from time to time.

	
	
	

	563E.
	(2)
	The Exchange reserves the right at its absolute discretion:-

	
	
	

	
	
	(a)
	to suspend, without giving prior notice, the short selling of a Designated Security, Securities Market Maker Short Selling, Structured Product Liquidity Provider Short Selling, Designated Index Arbitrage Short Selling, Stock Futures Hedging Short Selling, Structured Product Hedging Short Selling or Options Hedging Short Selling;


	
	
	(b)
	(ii)
for Structured Product Liquidity Provider Short Selling, to impose limits on the number of Structured Products, which may be short sold;

(v)
for Structured Product Hedging Short Selling, to impose limits on the number of shares of an underlying stock of a single stock derivative warrant or a single stock CBBC, which may be short sold;

	
	
	
	

	
	
	(c)
	to impose open short sold position limits on the number of shares of a particular Designated Security which an Exchange Participant may hold on its own account or for the account of its clients, on the number of shares of a particular security in the Pilot Program or a particular Designated Exchange Traded Fund which a Securities Market Maker may hold in respect of Securities Market Maker Short Selling on its own account or on its affiliate's account or on its Designated Specialist's account, on the number of Structured Products which a Structured Product Liquidity Provider may hold in respect of Structured Product Liquidity Provider Short Selling for the account of an issuer or the account of any of its associates, on the number of shares of a particular underlying stock of a Designated Index (as defined in the Fifteenth Schedule) or the Tracker Fund of Hong Kong which a Designated Index Arbitrage Short Selling Participant may hold on its own account or for the account of its clients in respect of Designated Index Arbitrage Short Selling, on the number of shares of an underlying stock of a Stock Futures Contract traded on HKFE which a Designated Stock Futures Hedging Short Selling Participant may hold for a client in respect of Stock Futures Hedging Short Selling, on the number of shares of an underlying stock of a single stock derivative warrant or a single stock CBBC which a Structured Product Hedging Participant may hold for the account of an issuer or the account of any of its associates in respect of Structured Product Hedging Short Selling and on the number of shares of an underlying stock of an Options Contract which a Market Maker may hold for its own account or for the account of an affiliate or which an Options Hedging Participant may hold for the account of a Market Maker or for the account of an affiliate of the Market Maker in respect of Options Hedging Short Selling;

	
	
	
	

	
	
	(d)
	(iii)
to require a Structured Product Liquidity Provider to cease Structured Product Liquidity Provider Short Selling whether temporarily or permanently and either generally or in relation to a particular Structured Product;
(v) to require a Structured Product Hedging Participant to cease Structured Product Hedging Short Selling whether temporarily or permanently and either generally or in relation to a particular underlying stock of a single stock derivative warrant or a single stock CBBC; 

	
	
	
	

	
	
	(e)
	(iii)
to require a Structured Product Liquidity Provider to liquidate any or all open short sold positions in respect of Structured Product Liquidity Provider Short Selling for the account of an issuer or the account of any of its associates either generally or in relation to a particular Structured Product; 

(iv) [repealed]
(vii)to require a Structured Product Hedging Participant to liquidate any or all open short sold positions held in respect of Structured Product Hedging Short Selling for the account of an issuer or the account of any of its associates either generally or in relation to a particular underlying stock of a single stock derivative warrant or a single stock CBBC;

	
	
	
	

	
	
	(f)
	to stipulate for the purpose of Rule 563E(2)(e) the manner in which an Exchange Participant, a Securities Market Maker, a Structured Product Liquidity Provider, a Designated Index Arbitrage Short Selling Participant, a Designated Stock Futures Hedging Short Selling Participant, a Structured Product Hedging Participant, a Market Maker or an Options Hedging Participant is to liquidate open short sold positions; and

	
	
	
	

	
	
	(g)
	(iii)
to require a Structured Product Liquidity Provider to disclose to the Exchange the number of Structured Products in which the Structured Product Liquidity Provider holds an open short sold position for the account of an issuer or the account of any of its associates; 

(vi)
to require a Structured Product Hedging Participant to disclose to the Exchange the number of shares of an underlying stock of a single stock derivative warrant or a single stock CBBC in which the Structured Product Hedging Participant holds an open short sold position in respect of Structured Product Hedging Short Selling for the account of an issuer or any of its associates; 

	
	
	
	

	Miscellaneous Provisions



	
	Structured Products



	583A.
	A Structured Product such as a CBBC may contain a mandatory call feature which obliges the issuer to call the issue of Structured Product when certain mandatory call event as stipulated in the relevant listing document is triggered.  In the case of a CBBC, any transaction in the CBBC which is concluded through the System or otherwise recorded in the System after the time of mandatory call event as notified by the issuer to or otherwise determined by the Exchange shall not be recognized by the Exchange unless otherwise determined by the Exchange. 

	
	

	
	Structured Product Liquidity Providers

	
	

	584.
	Exchange Participants acting in the capacity as Structured Product Liquidity Providers shall comply at all times with these Rules and the Regulations regarding Structured Product Liquidity Provider in the Eighteenth Schedule to these Rules and as approved by the Board from time to time.

	
	

	585.
	Notwithstanding Rule 584, the following Rules will not apply to an Exchange Participant acting in the capacity as a Structured Product Liquidity Provider:

	
	

	
	Rule 503

Rules 505A to 507A

Rule 513
Rule 514 to 516A
Rule 518

Rule 526(3)

Rule 576

	
	

	586.
	[Repealed]

	
	

	587.
	[Repealed]


CHAPTER 6

PROFESSIONAL CONDUCT

	601.
	All Exchange Participants and where the context admits, their Authorized Clerks, Registered Users, Responsible Officers, directors, partners, Options Officers, Options Representatives, Options Clearing Officers, Authorized Users, officers, employees, agents and representatives, persons acting on behalf of Exchange Participants, Market Makers, Securities Market Makers, Structured Product Hedging Participants and Structured Product Liquidity Providers shall strictly comply with and adhere to the CCASS Rules, the Clearing Rules, the Options Trading Rules, the Ordinance and these Rules.


	606.
	An Exchange Participant shall report in writing to the Exchange any breach, infringement of or non-compliance with any of these Rules or the Regulations, or where it has reason to suspect any such breach, infringement or non-compliance whether by:-

	
	
	

	
	(a)
	itself;

	
	
	

	
	(b)
	its Authorized Clerks, Registered Users, Responsible Officers, directors, partners, Options Officers, Options Representatives, Options Clearing Officers, Authorized Users, officers, employees, agents and representatives, persons acting on its behalf, Market Makers, Securities Market Makers, Structured Product Hedging Participants, Structured Product Liquidity Providers and registered arbitrageurs (as defined in the Fifteenth Schedule) (as the case may be); or

	
	
	

	
	(c)
	any other Exchange Participant,

	
	

	
	giving particulars of and/or the reasons for suspecting such breach, infringement or non-compliance and all other relevant information and documents.


CHAPTER 7

DISCIPLINARY
	
	Disciplinary Powers

	
	

	701.
	For the purpose of these disciplinary rules, the word "Exchange Participant" includes, where the context admits, an Authorized Clerk, Registered User, Responsible Officer, director, partner, Options Clearing Officer, Options Officer, Options Representative, Authorized User, officer, employee, agent, representative and persons acting on behalf of an Exchange Participant, Market Maker, Securities Market Maker, Structured Product Hedging Participant and/or Structured Product Liquidity Provider (as the case may be).

	
	

	701A.
	Where the acts or omissions of an Authorized Clerk, Registered User, Responsible Officer, director, partner, Options Clearing Officer, Options Officer, Options Representative, Authorized User, Designated Specialist, officer, employee, agent, representative or persons acting on behalf of an Exchange Participant, Market Maker, Securities Market Maker, Structured Product Hedging Participant, Structured Product Liquidity Provider or registered arbitrageur (as defined in the Fifteenth Schedule) would have been subject to these Rules had such acts or omissions been committed by the Exchange Participant, then such acts or omissions shall be deemed to be committed by that Exchange Participant and disciplinary action may be taken against it.

	
	

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

	
	
	

	
	(12)
	to prohibit an Exchange Participant from being appointed or acting as a Structured Product Liquidity Provider on such terms and for such period as the Board shall think fit; 

	
	
	

	
	(13)
	to prohibit an Exchange Participant from being appointed or acting as a Structured Product Hedging Participant on such terms and for such period as the Board shall think fit; and

	
	
	

	
	(14)
	to suspend, withdraw or revoke a Securities Market Maker's and/or a Structured Product Liquidity Provider's access to the System through a Market Making Open Gateway and/or Market Making AMS Terminal on such terms and for such period as the Board shall think fit.

	
	
	

	
	Situations Calling for Disciplinary Action

	
	

	723.
	(1)
	The Board and (subject to Rule 704 hereof) the Chief Executive may exercise their disciplinary powers against an Exchange Participant in such manner as they think fit if the Exchange Participant:-

	
	
	
	

	
	
	(k)
	in relation to a Securities Market Maker, is or has been in breach of the Securities Market Maker Regulations; or

	
	
	
	

	
	
	(l)
	in relation to a Structured Product Liquidity Provider, is or has been in breach of the Structured Product Liquidity Provider Regulations.


ELEVENTH SCHEDULE

SHORT SELLING REGULATIONS (“REGULATIONS”)

	(1)
	These Regulations apply to short selling of securities other than Securities Market Maker Short Selling, Structured Product Liquidity Provider Short Selling, Designated Index Arbitrage Short Selling, Stock Futures Hedging Short Selling, Structured Product Hedging Short Selling and Options Hedging Short Selling. In these regulations:- 


FIFTEENTH SCHEDULE

DESIGNATED INDEX ARBITRAGE SHORT SELLING, 

STOCK FUTURES HEDGING SHORT SELLING, 

STRUCTURED PRODUCT HEDGING SHORT SELLING AND 

OPTIONS HEDGING SHORT SELLING REGULATIONS

(“REGULATIONS”)

INTRODUCTION

(1)
[Repealed]

STRUCTURED PRODUCT HEDGING SHORT SELLING
(33)
Notwithstanding anything to the contrary contained in these Rules, Structured Product Hedging Short Selling shall be conducted in accordance with these Regulations. 
(34)
Structured Product Hedging Short Selling shall only be concluded on underlying stocks of a single stock derivative warrant or a single stock CBBC automatically struck through the System. 
(35)
Structured Product Hedging Short Selling may only be conducted by a Structured Product Hedging Participant which is appointed by an issuer to conduct Structured Product Hedging Transaction for the account of that issuer or the account of any associates of that issuer.
(36)
Structured Product Hedging Short Selling could be made on the Exchange below the best current ask price.

(37)
The Chief Executive may from time to time restrict or prohibit a Structured Product Hedging Participant from Structured Product Hedging Short Selling provided he has first obtained the approval of the Chairman of the Board, which may be given either orally or in writing.  Notice of such restriction or prohibition, whether oral or written, shall take effect immediately upon communication to or service on the Structured Product Hedging Participant from the time specified in the notice and shall remain effective and in force until revoked, removed or modified by the Chief Executive.

(38)
The Exchange may from time to time exempt any orders, trades and a Structured Product Hedging Participant from all or any of the provisions of these Regulations.

(39)
Each Structured Product Hedging Participant shall keep as part of its records and make available to the Exchange or the Commission for inspection when requested to do so and within such period of time as specified in its request, all information regarding Structured Product Hedging Transactions conducted for the account of the issuer or the account of any associates of that issuer.

(40)
An order involving Structured Product Hedging Short Selling shall only be entered into the System during the Continuous Trading Session.  An order involving Structured Product Hedging Short Selling must be entered into the System with a specific short sale indicator in the short sale indicator field and in such manner as the Exchange shall from time to time determine.

(41)
A Structured Product Hedging Participant which knows or is informed that an order is related to a Structured Product Hedging Short Selling shall, if it passes the order to another person with a view that he shall input the order into the System, inform him that the order is an order relating to a Structured Product Hedging Short Selling.

(42)
The Exchange has absolute discretion at any time to prohibit any Exchange Participant from being appointed or acting as a Structured Product Hedging Participant either generally or in relation to a particular Structured Product on such terms and for such period as the Board shall think fit without giving any reason or notice and the decision of the Board shall be final and conclusive.

SIXTEENTH SCHEDULE

[Repealed]
SEVENTEENTH SCHEDULE

[Repealed]

EIGHTEENTH SCHEDULE

STRUCTURED PRODUCT LIQUIDITY PROVIDER REGULATIONS

(“REGULATIONS”)

	INTRODUCTION

	
	

	(1)
	In these Regulations:-

	
	

	
	“Structured Product liquidity order” means a quote or an order in respect of an issue of Structured Product validly input into the System during the Continuous Trading Session by an Exchange Participant acting in the capacity as a Structured Product Liquidity Provider for the issuer of the Structured Product; and

	
	

	
	“listing document” has the same meaning as in Chapter 1 of the Main Board Listing Rules.

	
	

	STRUCTURED PRODUCT LIQUIDITY ORDERS AND TRANSACTIONS

	
	

	(2)
	Each Structured Product Liquidity Provider shall enter Structured Product liquidity orders and conclude transactions for Structured Products of which it is acting as an agent for the issuer, for the account of that issuer or the account of any associates of that issuer.  Structured Product liquidity orders shall only be input into the System during the Continuous Trading Session.

	
	

	(3)
	A Structured Product Liquidity Provider when inputting a Structured Product liquidity order into the System shall indicate in such manner as the Board shall from time to time determine that the order is a Structured Product liquidity order.

	
	

	(4)
	A Structured Product liquidity order shall not be made at a price that deviates 9 times or more from the nominal price, if available. 

	
	

	TRADING DEVICES FOR STRUCTURED PRODUCT LIQUIDITY PROVIDER

	
	

	(5)
	A Structured Product Liquidity Provider upon payment of a fee to be determined by the Board from time to time shall be entitled to a Market Making Open Gateway to connect to its BSS or to a MWS provided by the Exchange and/or a Market Making AMS Terminal for access to the System. The number of Market Making Open Gateways and/or Market Making AMS Terminals that a Structured Product Liquidity Provider may install at any one time shall be determined by the Board from time to time. Unless otherwise determined by the Board, every Market Making Open Gateway and Market Making AMS Terminal shall be subject to the Rules relating to "Open Gateway" and "additional AMS terminal" referred to in Rule 365(1) respectively insofar as they are applicable.

	
	

	(6)
	A Structured Product Liquidity Provider shall use a Market Making Open Gateway or a Market Making AMS Terminal to input Structured Product liquidity orders in accordance with the issuer’s listing document relating to the relevant Structured Product and to report all transactions other than those concluded by automatic order matching with respect to the Structured Product concluded in its capacity as a Structured Product Liquidity Provider for the account of the issuer or its associates in such manner as the Board may from time to time determine.  The Board may from time to time determine orders and/or activities a Structured Product Liquidity Provider may enter and/or carry out using a Market Making Open Gateway or a Market Making AMS Terminal subject to such conditions and in such manner as the Board may from time to time determine.

	
	

	(7)
	A Structured Product Liquidity Provider seeking to locate any Market Making Open Gateway or Market Making AMS Terminal in any address must:

	
	

	
	(a)
	provide prior written notification to the Exchange;

	
	
	

	
	(b)
	ensure at all times that the environment is suitable for the location of such trading facility; and

	
	
	

	
	(c)
	comply at all times with such other requirements for the installation and operation of the trading facility as the Board may prescribe from time to time.

	
	

	(8)
	A Structured Product Liquidity Provider shall be responsible and liable for the granting, monitoring and supervision of access to its Market Making Open Gateways and Market Making AMS Terminals.

	
	

	(9)
	A Market Making Open Gateway shall be assigned with a standard throttle rate or multiples of the standard throttle rate as determined by the Board from time to time for use by the Structured Product Liquidity Provider for inputting Structured Product liquidity orders and reporting transactions in accordance with Regulation (6) of this Schedule, and/or for inputting other orders into the System and carrying out other activities as the Board may from time to time determine.

	
	

	(10)
	A Structured Product Liquidity Provider shall ensure that only the Exchange Participant or its Responsible Officers, Authorised Clerks or Registered Users, as the case may be, can have access to and operate its Market Making AMS Terminals.

	
	

	(11)
	A Structured Product Liquidity Provider or any of its employees or persons acting on its behalf shall not modify or attempt to modify any Market Making Open Gateway or Market Making AMS Terminal.

	
	

	SUSPENSION AND TERMINATION

	
	

	(12)
	The Exchange has absolute discretion at any time to prohibit any Exchange Participant from being appointed or acting as a Structured Product Liquidity Provider and/or to suspend, withdraw or revoke a Structured Product Liquidity Provider's access to the System through any Market Making Open Gateway and/or Market Making AMS Terminal on such terms and for such period as the Board shall think fit without giving any reason or notice and the decision of the Board shall be final and conclusive.  Without prejudice to the aforesaid general power, the Exchange shall have the right to prohibit any Exchange Participant from being appointed and/or acting as a Structured Product Liquidity Provider and shall have the right to suspend, withdraw or revoke its access in the capacity as a Structured Product Liquidity Provider of any Market Making Open Gateway and/or Market Making AMS Terminal to the System on such terms and for such period as the Board shall think fit if it fails to comply with these Regulations or if it has been suspended, expelled or for any reason ceases to be an Exchange Participant.  The decision of the Board shall be final and conclusive.  For the avoidance of doubt, the Exchange Participant shall remain liable for its failure to comply with these Regulations and for any monies due and payable under these Regulations as if its access in the capacity as a Structured Product Liquidity Provider has not been suspended, withdrawn or revoked.

	
	

	(13)
	Upon termination of the appointment of a Structured Product Liquidity Provider, the Exchange shall terminate the access to the System of all Market Making Open Gateways and Market Making AMS Terminals provided to it in that capacity.




STRUCTURED PRODUCT LIQUIDITY PROVIDER SHORT SELLING
(14)
Notwithstanding anything to the contrary contained in these Rules, Structured Product Liquidity Provider Short Selling by a Structured Product Liquidity Provider shall be conducted in accordance with these Regulations.

(15)
A Structured Product Liquidity Provider Short Selling transaction shall only be concluded in a Structured Product automatically struck through the System.

(16)
A Structured Product Liquidity Provider Short Selling order shall only be input into the System during the Continuous Trading Session.  In respect of a Structured Product Liquidity Provider Short Selling order, a Structured Product Liquidity Provider shall when inputting the order into the System, indicate in such manner as the Exchange shall from time to time determine, that the order is a Structured Product Liquidity Provider Short Selling order.

(17)
The Chief Executive may restrict or prohibit a Structured Product Liquidity Provider from Structured Product Liquidity Provider Short Selling provided he has first obtained the approval of the Chairman of the Board, which may be given either orally or in writing.  Notice of such restriction or prohibition, whether oral or written, shall take effect immediately upon communication to or service on the Structured Product Liquidity Provider from the time specified in the notice and shall remain effective and in force until revoked, removed or modified by the Chief Executive.

(18)
A Structured Product Liquidity Provider Short Selling could be made on the Exchange below the best current ask price.

(19)
The Exchange may from time to time exempt any orders, trades and a Structured Product Liquidity Provider from all or any of the provisions of these Regulations.
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