Rules, Regulations and Procedures of Hong Kong Futures Exchange Limited

CHAPTER I

INTERPRETATION ADMINISTRATION

AND AMENDMENT OF THE RULES

101.
In these Rules, unless the context otherwise requires, the following expressions shall bear the following meanings:-

	“DCASS”
	means the Derivatives Clearing and Settlement System operated by the Clearing House and The SEHK Options Clearing House Limited;



	The definition of “TMOD” has been deleted.


112.
(b)
A notice may be given by hand, prepaid letter, facsimile or electronic message.


(c) 
A notice delivered by hand shall be deemed to have been served at the time of delivery; a notice sent by prepaid letter shall be deemed to have been served on the day following its posting; a notice sent by facsimile or electronic message shall be deemed to have been served on the day of despatch of the facsimile or electronic message; in the case of a notice sent by prepaid letter, in proving service thereof it shall be sufficient to prove that the envelope or wrapper containing the notice was properly addressed and stamped and was deposited in a post box or at the post office; a notice sent or delivered as aforesaid shall be deemed to have been served as aforesaid notwithstanding its being subsequently returned to the Exchange as undelivered, unaccepted or otherwise.

CHAPTER IV

 MARKET PRESENCE, EXCHANGE PARTICIPANT REPRESENTATIVES

AND STAFF
408.
Upon registration of any person as an Exchange Participant Representative or Staff, the Exchange will release a password to the Exchange Participant Representative or Staff for gaining access to HKATS, which shall be conclusive evidence of registration.  The Exchange Participant Representative or Staff shall pay particular attention to the security of such password and shall not disclose it to or share it with any other person.

CHAPTER VI

EXCHANGE PARTICIPANTS AND THEIR CLIENTS

626.
(a)
Every Exchange Participant registered under the category of Futures Commission Merchant shall request the Clearing House or any executing agent to open a separate account in the Exchange Participant’s name, designated as a “segregated”, “client” or “non-house” account or some other similar title.

(b) Every Exchange Participant registered under the category of Futures Commission Merchant shall ensure that all F.O. Business transacted by it on the instructions of a Client shall be booked through the account referred to in paragraph (a) of this Rule and that no F.O. Business transacted by that Exchange Participant for its own account shall be booked through such account.

(c) Where an Exchange Participant instructs the same executing agent in respect of both HKFE Trade and Non-HKFE Trade, the Exchange Participant shall request the executing agent to open separate accounts designated as “segregated”, “client”, “non-house” or some other similar title and further designate as “HKFE Trade” or “Non-HKFE Trade” or some other similar title and the Exchange Participant shall ensure that HKFE Trade and Non-HKFE Trade are booked through the appropriate accounts of the executing agent and are accounted for separately.

CHAPTER VIII

TRADING ARRANGEMENTS – PRACTICES AND SYSTEMS

815A.
(3)
Block Trade Hours

A Block Trade that is negotiated by an Exchange Participant during the trading hours of the Block Trade Contract concerned must be executed by the Exchange Participant immediately on HKATS via the Block Trade Facility.  If a Block Trade is negotiated between two Exchange Participants, the Exchange Participant which initiated the Block Trade shall be responsible for executing the Block Trade on HKATS and for transferring to the other Exchange Participant its positions by way of trade adjustment in accordance with the Clearing House Rules, which require the transferring Exchange Participant or where applicable, its General Clearing Participant to inform the Clearing House of the trade adjustment request as soon as it has been confirmed by the receiving Exchange Participant or where applicable, its General Clearing Participant on DCASS.  No Block Trades may be negotiated by an Exchange Participant during non-trading hours.

819B.
If a trade takes place on HKATS at a level which deviates from the price parameters from time to time established by the Exchange and notified to Exchange Participants (the “Price Parameters”), the Exchange will entertain claims from any original party to the trade that the price was in error.  Such claims shall be entertained only in accordance with the following procedures:

(a)
Any claim that a trade took place at a level which deviated from the Price Parameters, and was an error (“Error Trade”), shall be brought to the attention of the Exchange by any original party to the trade no later than ten minutes after the time of the trade if the trade is executed through the Central Orderbook or thirty minutes after the time of the trade if the trade is a strategy trade executed through the Bulletin Board Orderbook.  Upon receipt of such notification, the Exchange shall immediately broadcast an alert on HKATS that the trade is claimed to be an error and may be subject to cancellation.

(b)
If the parties to the Error Trade consent within 10 minutes after the alert is broadcast, and if no objection from any other Exchange Participant is brought to the attention of the Exchange within 10 minutes after the alert is broadcast, the trade will be cancelled in accordance with paragraph (f) of this Rule.
(c)
If within 10 minutes after the alert is broadcast, the parties to the Error Trade do not consent to its cancellation, or if an objection from any other Exchange Participant is brought to the attention of the Exchange, or if not all the parties to the Error Trade can be contacted, a special HKATS Error Trade Review Panel (“Panel”) shall be convened immediately.  The Panel shall review relevant information and decide within 10 minutes after it is convened (unless this is impractical) whether or not the claimed Error Trade shall be cancelled in accordance with paragraph (f) of this Rule.  Any such decision shall be binding on all parties to the Error Trade and shall be broadcast on all HKATS workstations as soon as it is made.

(d)
The Panel shall consist of such members of HKEx’s staff, selected by the Chief Executive, from a list approved by the Chief Executive from time to time.  The Panel, in reaching its decision, may consider all relevant facts, including market conditions before, during, and after the transaction occurred; and whether one or more parties to a multiple counterparty trade believe the trade is valid.

(e)
There shall be no appeal from the Panel’s decision for any reason.

(f)
Within 30 minutes after any mutual consent to the cancellation of an Error Trade pursuant to paragraph (b) of this Rule, or any decision by the Panel that an Error Trade should be  cancelled pursuant to paragraph (c) of this Rule, each party to the Error Trade shall complete and submit to the Exchange by facsimile or by hand a form prescribed by the Exchange from time to time in respect of the cancellation.  If the Exchange does not receive the relevant form within the 30 minute time period, the Exchange and the Clearing House shall be deemed to have been authorized by each party to the Error Trade  to effect the cancellation on its behalf.  HKEx, the Clearing House and the Exchange shall not be liable to any person in any way whatsoever in consequence of taking any such action.

(g) Within the next Business Day following the day on which any correction of Error Trade took place, the party initially requesting the correction shall submit to the Exchange a report setting out a detailed account of (i) the Error Trade committed; (ii) the reason for the Error Trade; and (iii) the measures that the party has implemented or will implement in order to prevent the occurrence of similar Error Trades in the future.

(h)
For the avoidance of doubt, no trade that takes place at a level within the Price Parameters, or is reported to the Exchange later than ten minutes after the time of the trade if the trade is executed through the Central Orderbook or thirty minutes after the time of trade if the trade is a strategy trade executed through the Bulletin Board Orderbook, is subject to these cancellation provisions. 

(i)
For each Error Trade claim initiated by an Exchange Participant pursuant to this Rule 819B, the Exchange Participant shall pay to the Exchange upon demand a fee of HK$3,000.

819C.
(a)
If an Exchange Participant erroneously executes a Client’s order such that the resulting trade differs in quantity, contract month or position (e.g. buy instead of sell) from that specified by the Client and the erroneous trade is not detected until after the close of the relevant Market or immediately prior to the close of the relevant Market such that it is not possible to rectify the error in the relevant Market, the Exchange Participant may take the erroneous position into its House account by submitting to the Exchange the form prescribed from time to time by the Exchange as soon as possible after the close of the relevant Market, but not later than one hour after the close of the relevant Market.

819D.
If an Exchange Participant has been notified by the Exchange or the Clearing House that a Block Trade executed by the Exchange Participant on HKATS is not valid or has not satisfied all the criteria applicable to the Block Trade or the Block Trade will not be registered with or cleared by the Clearing House for any reason, or if the Exchange Participant fails to deposit any Special Block Trade Margin required by the Clearing House by the stipulated time, the Exchange in conjunction with the Clearing House will, without being required to give further notice to the Exchange Participant, delete the Block Trade from HKATS and DCASS as if the Block Trade had never been executed.

CHAPTER XII

AUTOMATED TRADING SYSTEM
1201
(j)
An Exchange Participant shall be liable for all orders and F/O Contracts arising from its connection or any connection granted by the Exchange through the Exchange Participant and recorded in the Central Orderbook or Bulletin Board Orderbook and the Transaction Register respectively of HKATS or other consequences resulting from the use of such connection, regardless of whether or not such consequences resulted from the use of such connection by an HKATS Exchange Participant Representative, Staff, Registered Trader or Remote Access Client of the Exchange Participant.
1210
Each order shall be validly entered into HKATS at the time when it has been recorded in the Central Orderbook or the Bulletin Board Orderbook of HKATS relating to the applicable Exchange Contract in respect of which the order has been entered.

1211
The recorded details of each order maintained in the Central Orderbook or the Bulletin Board Orderbook of HKATS shall be conclusive evidence of the terms of each order entered into HKATS.  No other evidence shall be admissible or otherwise recognised by any person in relation to determining whether an order has been entered into HKATS or in relation to determining the terms of any such order.

1212 Except as otherwise permitted by the Exchange, no Exchange Participant shall, apart from the ability to check its own orders through HKATS, be entitled to have access to any information stored in the Central Orderbook or the Bulletin Board Orderbook of HKATS or be able to enquire as to, or be entitled to discover, the identity of any person who has entered an order into the Central Orderbook or the Bulletin Board Orderbook.

1213
HKATS Exchange Participant Representatives who have been approved to trade in HKATS may amend and cancel any order which has been entered into the Central Orderbook or Bulletin Board Orderbook of HKATS on behalf of a Client or the Exchange Participant provided that the amendment or cancellation is made in compliance with the instructions of that Client or the Exchange Participant, as the case may be, and in accordance with the order number designated in respect of that particular order.  The Exchange shall permit the amendment or cancellation of an order in accordance with the Procedures.  Notwithstanding any provisions in the Procedures which limit the amendment or cancellation of orders to specified time periods, inactive orders of Clients or the Exchange Participant may be amended or canceled at any time provided that the amendment or cancellation is made in compliance with the instructions of Clients or the Exchange Participant, as the case may be.

Adjustments

1219
All matters relating to adjustment of F/O Contracts effected through HKATS which have been novated by the Clearing House shall be subject to the Clearing House Rules.

CHAPTER XIV

REMOTE ACCESS CLIENTS

1407.
An Exchange-HKCC Participant is liable for all orders and F/O Contracts arising from each of its Remote Access Clients’ connections to HKATS and recorded in the Central Orderbook or Bulletin Board Orderbook and the Transaction Register respectively of HKATS or other consequences resulting from the use of the Remote Access Client’s connection.  An Exchange-HKCC Participant shall implement adequate procedures and measures to monitor the trading on HKATS its Remote Access Clients and to ensure compliance with its risk management policy.

APPENDIX B - FEES

The following fee will be abolished as from 6 April 2004:

Average price trades fee of $6.00/contract/side

	Description


	
	Amount


	Exchange trading fees
	
	

	HSI Options
	House/Client a/c

RT a/c

RT in other markets2
	10.00/Lot

2.00/Lot

3.50/Lot



	Mini-HSI Options
	House/Client a/c

RT a/c

RT in other markets2
	2.00/Lot

0.40/Lot

0.70/Lot



	HS100 Options
	House/Client a/c

RT a/c

RT in other markets2
	8.50/Lot

2.00/Lot

3.50/Lot



	PSI Options
	House/Client a/c

RT a/c

RT in other markets2
	10.00/Lot

2.00/Lot

3.50/Lot



	Red-Chip Options
	House/Client a/c

RT a/c

RT in other markets2
	10.00/Lot

2.00/Lot

3.50/Lot



	Options on US Stock Futures
	House/Client a/c

RT a/c


	USD0.25/Lot

USD0.40/Lot



	Options on Japanese Stock Futures
	House/Client a/c

RT a/c


	USD0.25/Lot

USD0.40/Lot



	Options on Korean Stock Futures
	House/Client a/c

RT a/c


	USD0.45/Lot

USD0.07/Lot



	Options on Taiwanese Stock Futures
	House/Client a/c

RT a/c


	USD0.45/Lot

USD0.07/Lot




STOCK INDEX FUTURES CONTRACT SPECIFICATIONS

Contract Specifications

For

Dow Jones Industrial Average Futures

The following Contract Specifications shall apply to the Dow Jones Industrial Average Futures Contract:

	Final Settlement Day
	The Second Hong Kong Business Day following the third Friday of the Contract Month


Regulations for Trading Stock Index Futures

INTERPRETATION

002
The Exchange Rules and the Clearing House Rules (referred to collectively as the “Rules”) including the definitions, rules of interpretation and administrative provisions shall apply for the purposes of these Regulations.  Unless specifically provided otherwise, the terms and expressions set out below shall have the meanings attributed to them herein.  In the event of any conflict or inconsistency between the Rules (other than these Regulations) and these Regulations, including the Contract Specifications (which form part of these Regulations), the Regulations shall in all cases prevail.

	“Final Settlement Day”
	the first Hong Kong Business Day after the Last Trading Day of a Stock Index Futures Contract other than the Dow Jones Industrial Average Futures Contract and the Second Hong Kong Business Day following the third Friday of the Contract Month in the case of the Dow Jones Industrial Average Futures Contract;


STOCK INDEX OPTIONS CONTRACT SPECIFICATIONS

The following Contract Specifications shall apply to the Hang Seng Index (“HSI”) Option Contract***:-

	Cabinet Trade
	HK$1.50 per Contract to include all applicable levies.




	Contract Specifications

For

Hang Seng China-Affiliated Corporations Index Options




The following Contract Specifications shall apply to the Hang Seng China-Affiliated Corporations Index Option Contract:-

	Cabinet Trade
	HK$1.50 per Contract to include all applicable levies.




	Contract Specifications

For

HKFE Taiwan Index Options




The following Contract Specifications shall apply to the HKFE Taiwan Index Option Contract:-

	Cabinet Trade
	US$0.20 per Contract to include all applicable levies.




Contract Specifications

For

Hang Seng 100 Options

The following Contract Specifications shall apply to the Hang Seng 100 Option Contract:-

	Cabinet Trade
	HK$1.50 per Contract to include all applicable levies.




	Contract Specifications

For

Hang Seng Properties Sub-Index (PSI) Options




The following Contract Specifications shall apply to the Hang Seng Properties Sub-Index Option Contract:-

	Cabinet Trade
	HK$1.50 per Contract to include all applicable levies.




Contract Specifications

For

Mini-Hang Seng Index (“HSI”) Options

The following Contract Specifications shall apply to the Mini-Hang Seng Index (“HSI”) Option Contract***:-

	Cabinet Trade
	HK$0.30 per Contract to include all applicable levies.




REGULATIONS FOR TRADING STOCK INDEX OPTIONS

INTERPRETATION

002
The Exchange Rules and the Clearing House Rules (referred to collectively as the “Rules”) including the definitions, rules of interpretation and administrative provisions shall apply for the purposes of these Regulations.  Unless specifically provided otherwise, the terms and expressions set out below shall have the meanings attributed to them herein.  In the event of any conflict or inconsistency between the Rules (other than these Regulations) and these Regulations, including the Contract Specifications (which form part of these Regulations), the Regulations shall in all cases prevail.

	“Cabinet Trade”
	an option which is executed at a price prescribed by the Exchange as the Minimum Fluctuation;



	“Final Settlement Day”
	the Hong Kong Business Day immediately following exercise of the option;


CONTRACT SPECIFICATIONS

004
The terms and conditions for each option shall include, among other things:-

h)
cash value of a Cabinet Trade;

REGULATIONS FOR TRADING STOCK FUTURES CONTRACTS

SETTLEMENT CURRENCY AND CONVERSION RATES

015A
In respect of any International Stock Futures Contract that is not settled in Hong Kong 
dollars and whose Settlement Currency is different from the currency in which the 
International Stock Futures Contract is traded, the amount required to be settled by an 
Exchange Participant on the Final Settlement Day shall be converted to the Settlement 
Currency equivalent.  The conversion rate to be applied shall be the exchange rate 
obtained by the Clearing House at 9:00 a.m. on the Last Trading Day from such source as 
it shall consider appropriate.

OPTIONS ON STOCK FUTURES CONTRACT SPECIFICATIONS

OPTIONS ON US STOCK FUTURES CONTRACT SPECIFICATIONS

	Cabinet Trade
	HK$0.30 per Contract to include all applicable levies


OPTIONS ON JAPANESE STOCK FUTURES CONTRACT SPECIFICATIONS

	Cabinet Trade
	HK$0.30 per Contract to include all applicable levies


OPTIONS ON KOREAN STOCK FUTURES CONTRACT SPECIFICATIONS

	Cabinet Trade
	HK$0.30 per Contract to include all applicable levies


OPTIONS ON TAIWANESE STOCK FUTURES CONTRACT SPECIFICATIONS

	Cabinet Trade
	HK$0.30 per Contract to include all applicable levies


REGULATIONS FOR TRADING OPTIONS ON STOCK FUTURES CONTRACTS

INTERPRETATION

002 
The Rules of the Exchange and the Clearing House Rules (referred to collectively as the "Rules") including the definitions, rules of interpretation and administrative provisions shall apply for the purposes of these Regulations.  Unless specifically provided otherwise, the terms and expressions set out below shall have the meanings attributed to them herein.  In the event of any conflict or inconsistency between the Rules (other than these Regulations) and these Regulations, including the Contract Specifications (which form part of these Regulations), the Regulations shall in all cases prevail.

	"Cabinet Trade"
	an option which is executed at a price prescribed by the Exchange as the Minimum Fluctuation;


CONTRACT SPECIFICATIONS
004
The Board shall specify the following terms and conditions for each Options on Stock Futures Contract:

(b)
Cabinet Trade;

SETTLEMENT CURRENCY AND CONVERSION RATES

015A
In respect of any Options on Stock Futures Contract that is not settled in Hong Kong dollars and whose Settlement Currency is different from the currency in which the Options on Stock Futures Contract is traded, the amount required to be settled by an Exchange Participant on the Final Settlement Day shall be converted to the Settlement Currency equivalent.  The conversion rate to be applied shall be the exchange rate obtained by the Clearing House at 9:00 a.m. on the Expiry Day from such source as it shall consider appropriate.

TRADING PROCEDURES FOR STOCK FUTURES AND OPTIONS ON STOCK FUTURES TRADED ON THE AUTOMATED TRADING SYSTEM OF THE EXCHANGE (“HKATS”)

CHAPTER 4

DEALING FUNCTIONALITY

4.5 Adjustment Procedures
All matters relating to adjustment (including external and internal transfers) of F/O Contracts effected through HKATS which have been novated shall be subject to the Clearing House Rules.

CHAPTER 5

CONTINGENCY PROCEDURES

5.2
Special Events

Special events which may affect trading will be handled by the Exchange in a manner similar to those described in relation to typhoon signals or black rainstorm warnings.  Exchange Participants will be notified of the exact arrangements and procedures in relation to any suspension of services or facilities via the Market Messages Window of HKATS, DCASS, email or such other means deemed appropriate by the Exchange.

Contract Specifications


For


Hang Seng Index (HSI) Options

















�   Unless otherwise specified, the amounts listed in this appendix are in HK dollars


2    “Other markets” means other stock index futures or options markets
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