Rules of the Exchange
CHAPTER 1

INTERPRETATION

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


	“executive director”
	means a director of an Exchange Participant who actively participates in, or is responsible for directly supervising, the Exchange Participant’s business of dealing in securities;



	“Substantial Shareholder”
	has the meaning assigned to it by section 6 of Part 1 of Schedule 1 to the Ordinance;

	
	

	The definitions of “Dealing Partnership”, “Individual Exchange Participant”, “Options Broker Officer”, “Options Broker Representative”, “Options Officer”, “Options Representative”, “Options Trading Officer” and “Options Trading Representative” have been repealed.


109A.
(1)
[Repealed] 

(2)
[Repealed] 

(3)
[Repealed] 
(4)
Subject to Rule 109B, a Corporate Exchange Participant which is deemed to have been licensed as a licensed corporation for Type 1 regulated activity under section 22(a) of Part 1 of Schedule 10 to the Ordinance subject to the provisions thereof shall from 1 April 2003 be deemed to be an Exchange Participant under these Rules, and shall be so deemed until it ceases to be a deemed licensed corporation as aforesaid under the Ordinance or an Exchange Participant under these Rules, whichever first occurs.  The Corporate Exchange Participant shall immediately notify the Exchange in writing when it ceases to be so deemed.

109B.
A Corporate Exchange Participant or Dealing Director which or who is deemed under Rule 109A to be an Exchange Participant or a Responsible Officer of an Exchange Participant (as the case may be) shall continue to be bound by these Rules and any rules, regulations, procedures and guidelines made hereunder and any amendment thereto from time to time.

109C.
Where any Corporate Exchange Partnership is deemed to be an Exchange Participant under Rule 109A, a Branch Office Manager registered by such Exchange Participant with the Exchange who is deemed to have been licensed as a licensed representative for Type 1 regulated activity and accredited to that Exchange Participant under Part 1 of Schedule 10 to the Ordinance subject to the provisions thereof shall from 1 April 2003 be deemed to be the person in charge of a registered business address notified to the Exchange under Rule 352(4) and shall be so deemed until the Exchange Participant notifies the Exchange of any change thereof.

CHAPTER 3

EXCHANGE PARTICIPANTSHIP

	
	Qualification



	301.
	[Repealed]

	
	
	

	302.
	An Exchange Participant must always comply with the following requirements:-

	
	

	
	(6)
	[Repealed]

	
	
	

	
	Responsible Officer of Exchange Participant

	
	

	313.
	An Exchange Participant shall ensure that every one of its executive directors is approved by the Exchange as a Responsible Officer. Each executive director seeking to become a Responsible Officer of any Exchange Participant shall complete, sign and deliver to the Secretary an application in writing in such form as the Board may from time to time prescribe and the Board may approve or disapprove such application.  If the application is approved, his name shall be registered with the Exchange and be placed upon the Register of Responsible Officers kept by the Exchange.  Each executive director of an Exchange Participant who was approved or deemed to have been approved by the Commission under Part V of the Ordinance as a responsible officer in relation to Type 1 regulated activity carried on by that Exchange Participant immediately before 1 April 2005 shall be deemed to have obtained approval under this Rule 313.  Each Exchange Participant shall promptly notify the Exchange in writing of the names and addresses of any of its executive directors who are so deemed.



	313A.
	A Responsible Officer of an Exchange Participant must always comply with the following requirements:-



	
	(1)
	be an individual appointed by that Exchange Participant as a director who actively participates in, or is responsible for directly supervising the Exchange Participant’s business of dealing in securities; 



	313C.
	An Exchange Participant shall notify the Exchange in writing immediately upon the resignation or removal of any of its Responsible Officers.


	317.
	An Exchange Participant shall obtain the prior written approval of the Board for any person to become a Substantial Shareholder of the Exchange Participant.  An Exchange Participant shall be deemed to have obtained approval under this Rule 317 in respect of any person that was a Substantial Shareholder immediately before 1 April 2005.   Any Exchange Participant with Substantial Shareholder(s) immediately before such date shall promptly notify the Exchange in writing of the details of any such Substantial Shareholder, including its name, address and percentage holding and other interest directly or indirectly in the Exchange Participant.


	317A.
	An Exchange Participant shall notify the Exchange in writing:- 



	
	(1)
	promptly upon any change in any information supplied to the Exchange for its Exchange Participantship, whether at the time of application or any time thereafter; and



	
	(2)
	within 7 business days of any person becoming or ceasing to be a director of the Exchange Participant, the name and address of such person and any other position that he occupies or has ceased to occupy.



	318A.
	[Repealed]


	
	Responsible Officer Cards



	318B.
	A Responsible Officer Card will be issued to each registered Responsible Officer of an Exchange Participant.



	319.-329.
[Repealed]



	
	Incapacity



	345.
	In the event of an Exchange Participant having passed a resolution to wind up or a court order for the appointment of a provisional liquidator or for winding up having been made against such Exchange Participant, all the rights and benefits of and in the Exchange Participantship shall be immediately suspended. 


	346.
	The receiver or liquidator (as the case may be) who shall have full charge and power over the assets of an Exchange Participant affected by the events referred to in Rule 345 (referred to hereinafter as the ‘affected Exchange Participant’) shall abide by these Rules and any decision of the Board as if he were the affected Exchange Participant but shall not be entitled to be registered as an Exchange Participant unless he shall first have complied with the procedure and requirements for application for Exchange Participantship, and transfer of Stock Exchange Trading Rights prescribed by these Rules.



	347.
	The receiver or liquidator (as the case may be) of an affected Exchange Participant may, within 12 months or at such extended time as the Board shall determine from the happening of the event referred to in Rule 345 and subject to Rule 311A(b), by written notice to the Board nominate a person to take up the Stock Exchange Trading Right, rights and benefits of the affected Exchange Participant.  The said nominee shall apply to the Board to become an Exchange Participant and the procedure and requirements for application for Exchange Participantship, transfer of Stock Exchange Trading Rights prescribed by these Rules shall apply.



	349.
	(3)
	the Secretary shall be deemed agent and attorney of the Exchange Participant and its successors in title to execute all necessary documents for the transfer and neither the Exchange nor the Secretary shall in any way be liable for anything done or omitted to be done in connection therewith; and



	
	(4)
	the residue of such proceeds shall be paid over to the Exchange Participant’s receiver or liquidator (as the case may be).



	367.
	[Repealed]


CHAPTER 3A

STOCK EXCHANGE TRADING RIGHTS

Stock Exchange Trading Right to be pre-requisite to admission as Exchange Participant

3A03.
(a)
In accordance with the provisions of Chapter 3 of these Rules, no person shall become an Exchange Participant unless it is a holder of a Stock Exchange Trading Right.


Payment of Subscription

3A04.
All holders of Stock Exchange Trading Rights shall be liable to pay monthly subscription or other fees and charges and determined by the Exchange from time to time  provided that holders of Stock Exchange Trading Rights which are Exchange Participants shall only be liable to pay the monthly subscription application to Exchange Participants.

CHAPTER 5

TRADING


Admission to the Trading Hall

548.
(1)
The number of persons per Stock Exchange Trading Right held by an Exchange Participant, including its Authorized Clerk(s), to be admitted to the Trading Hall at any one time during trading hours as specified in these Rules shall be two, unless otherwise determined by the Exchange from time to time.

(2) All Authorized Clerks are required to wear the identification prescribed and issued by the Exchange for admission to the Trading Hall and must so wear the identification at all times while in the Trading Hall during trading hours.  Under no circumstances may an Exchange Participant or any of its Authorized Clerks permit or allow any person to use his or their identification.

CHAPTER 6

PROFESSIONAL CONDUCT

601. All Exchange Participants and where the context admits, their Authorized Clerks, Registered Users, Responsible Officers, directors, Authorized Users, officers, employees, agents and representatives, persons acting on behalf of Exchange Participants, Market Makers, Securities Market Makers, Derivative Warrant Liquidity Providers and ELI 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:-


(b)
its Authorized Clerks, Registered Users, Responsible Officers, directors, Authorized Users, officers, employees, agents and representatives, persons acting on its behalf, Market Makers, Securities Market Makers, Derivative Warrant Liquidity Providers, ELI Liquidity Providers and registered arbitrageurs (as defined in the Fifteenth Schedule) as the case may be; or

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, , Authorized User, officer, employee, agent, representative and persons acting on behalf of an Exchange Participant, Market Maker, Securities Market Maker, Derivative Warrant Liquidity Provider and/or ELI Liquidity Provider (as the case may be).

701A.
Where the acts or omissions of an Authorized Clerk, Registered User, Responsible Officer, director, Authorized User, Designated Specialist, officer, employee, agent, representative and persons acting on behalf of an Exchange Participant, Market Maker, Securities Market Maker, Derivative Warrant Liquidity Provider, ELI 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:-


(6)
to suspend or revoke the registration of an Authorized Clerk, Registered User, Responsible Officer or Authorized User of an Exchange Participant;

711.
The Board shall have power to suspend if it thinks fit, any Exchange Participant whose conduct is under investigation until it has enquired into such matter and come to a decision thereon.  The Exchange Participant whose conduct is under investigation shall not be entitled to complain about the length of time required for such investigation to be completed and the Board shall be under no obligation whatsoever to compensate an Exchange Participant suspended under these Rules even if the investigation subsequently vindicates the conduct of such Exchange Participant.  An Exchange Participant which is suspended shall not be entitled to deal in securities or trade on or through the Exchange under any Stock Exchange Trading Right and shall not be exchange participants for the purpose of the Legislative Council Ordinance.

722.
An Exchange Participant which is expelled shall not have any claim in respect of its contribution unless and until the monies representing its contribution are refunded to the Exchange by the Commission pursuant to the Ordinance in which event the Exchange Participant’s claim against the Exchange shall be subject to the payment of any monies owed to the Exchange and shall in any event be limited to the amount of the refund.


Situations Calling for Disciplinary Action

723.
(2)
Without prejudice to the generality of the foregoing, the Board and the Chief Executive may exercise their disciplinary powers against an Exchange Participant in the following instances, in such manner as they think fit, if the Exchange Participant:-


(bb)
[Repealed]
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;

	
	
	

	
	(2A)
	[Repealed]

	
	
	

	
	(3)
	where an Exchange Participant is in breach of any of the conditions (if any) in the grant of its Exchange Participantship or Stock Exchange Trading Right;

	
	
	

	
	(4)
	where an Exchange Participant has:-



	
	
	(a)
	created any incumbrance over its Stock Exchange Trading Right;

	
	
	
	

	
	
	(b)
	failed to contribute towards the Compensation Fund;

	
	
	
	

	
	
	(c)
	transferred or attempted to transfer its Options Exchange Participantship; or

	
	
	
	

	
	
	(d)
	created or attempted to create any incumbrance over its Options Exchange Participantship.



	
	(5)
	where an Exchange Participant has failed to pay any monies including any fees that are due and owing to the Exchange or SEOCH or any fine imposed on that Exchange Participant;

	
	
	

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

	
	
	

	
	(7)
	[Repealed]

	
	
	

	
	(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.


725.
If an Exchange Participant ceases to be or is suspended as a Broker Participant, it will not be allowed to trade on the Exchange.

CHAPTER 8

PAYMENT OF FEES AND CHARGES

802.
Without limitation to the generality of Rule 801 above, the Board may impose fees and charges in respect of:-


Fee Type
Amount (HK$)
	(6)
	issue of or replacement of an identity card of a Responsible Officer or an Authorised Clerk;


	70

	(23)
	failure to return Responsible Officer or Authorised Clerk card;
	100


CHAPTER 9

EXCHANGE PARTIAIPANTS’ COMPENSATION

(FIDELITY FUND AND GUARANTEE SCHEME)


Guarantee

921B.
Upon any Exchange Participant ceasing to carry on the business of dealing in securities or ceasing to be an Exchange Participant, the Exchange Participant itself or its liquidator shall be entitled to the release of its Guarantee subject to Rule 910A provided that the Compensation Committee is satisfied that such Exchange Participant has no outstanding liabilities (actual or contingent) in respect of a Relevant Default. Its Guarantee and all associated security or the balance after payment in respect of a Relevant Default shall be released to it after the expiration of 3 months from the date of cessation.


Miscellaneous

922.
For the purposes of determining the contribution or security required and the limit of compensation payable under this Chapter the expression “Exchange Participant” and “Exchange Participants” shall be construed by reference to the number of Stock Exchange Trading Rights held so that any company holding more than one Stock Exchange Trading Right shall be treated as being a separate Exchange Participant for each Stock Exchange Trading Right held.

923.
The Rules in this Chapter shall be binding on the liquidators of all Exchange Participants.









7

