Options Trading Rules

CHAPTER 1

DEFINITIONS AND INTERPRETATION

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

	“After Business Period”

	means the time period after trading but before batch processing on each Business Day when input of clearing functions into DCASS by SEOCH Participants is no longer allowed;



	“Business Day”
	means a day on which the Exchange is open for trading stock options;



	“CCMS”
	has the same meaning as in the Clearing Rules;



	“Client Account”
	means the account of an Options Trading Exchange Participant, designated “A1” by HKATS;



	“DCASS”
	has the same meaning as in the Clearing Rules;



	“Error Trade”
	has the meaning ascribed to it in Options Trading Rule 540;



	“Fee Schedule”
	means the list of fees attached to the Operational Trading Procedures or the Operational Clearing Procedures;



	“House Account”
	means the accounts of an Options Trading Exchange Participant, designated "P1" or "M1" (Market Maker account)  by HKATS; 



	“option series”
	means the underlying security, expiry month, strike price, option type (put or call) and expiration year (if any) capable of being specified in HKATS by an Options Trading Exchange Participant pursuant to these Options Trading Rules;



	“Options Broker Exchange Participant Account”
	means an options trading account opened in accordance with Options Trading Rule 409A with an Options Trading Exchange Participant by an Options Broker Exchange Participant for its own account or for the account of one or more affiliates;



	“Options Clearing System”
	means DCASS, CCMS and/or any other facility provided by the Exchange or SEOCH for the clearing of Contracts;



	“Options System”
	means the Options Trading System and the Options Clearing System and any other facility provided by the Exchange or SEOCH for the transaction of Exchange Traded Options Business;



	“Options System Operator”
	means the Exchange, SEOCH or such person(s) as may from time to time be the operator of the Options Trading System and/or the Options Clearing System;



	“User ID”
	means a combination of characters (including a password) unique to each Authorized User which enables an Authorized User to gain access to HKATS;



	The definitions of “News Board”, “PC Terminal”, “System Access Right”, “System Access Right Fee”, “System Closure”, “TOPS”, “User Device” and “version number” have been repealed.


111.
Unless otherwise provided in these Options Trading Rules, all notices, requests, demands or other communications from the Exchange to Options Exchange Participants may be given orally, in writing, in person or by post, by electronic or wire transmission, by telephone or facsimile, or by any means of computer data transmission including, but in no way limited to broadcast messages via HKATS or e-mail.

112.
Any communication disseminated via HKATS or e-mail will constitute written notice for the purpose of these Options Trading Rules and the Clearing Rules.

113.
Unless otherwise provided in these Options Trading Rules or HKATS, all notices from Options Exchange Participants to the Exchange shall be given in writing and sent to the Exchange in person, by facsimile, by post or such other means as may be acceptable to the Exchange.  Notice by Options Exchange Participants shall be deemed to have been given at the time of receipt by the Exchange.

CHAPTER 2

OPTIONS TRADING EXCHANGE PARTICIPANT
201A.
An Options Broker Exchange Participant is not permitted to have access to the Options System but is entitled to conduct Exchange Traded Options Business for the account of its clients by entering into Options Broker Client Contracts with an Options Trading Exchange Participant and corresponding Client Contracts with its clients, in each case acting as principal.

Access to HKATS

210. [Repealed]

210A.
Each Options Trading Exchange Participant that wishes to connect to HKATS must comply with the requirements under Options Trading Rules 500 and 500A.

211.
[Repealed]

212.
[Repealed]

CHAPTER 3

OPTIONS EXCHANGE PARTICIPANTS’ OBLIGATIONS

302.
(8)
have installed at one or more registered business addresses such computer equipment and software as may be specified by the Exchange and the Options System Operator for gaining access to HKATS and ensure that such computer equipment is operated and maintained in accordance with the requirements of the Exchange;


(9)
have in place, to the satisfaction of the Exchange, staff and internal operating and security procedures necessary, amongst other things, to enable it always to have access to HKATS for the purpose of conducting its Exchange Traded Options Business and, where applicable, for processing instructions from its clients and for the purpose of providing professional services to its clients;

No Transfer of Options Trading Exchange Participantship

306. Options Exchange Participantship shall not be capable of being transferred except with the permission of the Board, and no Options Exchange Participant shall attempt to sell or transfer its Options Exchange Participantship.

307. An Options Exchange Participant must not pledge or mortgage, or create any trust, charge, lien or other encumbrance over, its Options Exchange Participantship.

308. An Options Exchange Participant must not assign any of its rights, benefits or privileges as an Options Exchange Participant and such rights, benefits and privileges shall be incapable of assignment.

313.
[Repealed]

314.
If an Options Exchange Participant, in its capacity as an Exchange Participant, gives notice to the Board of its intention to transfer all of the Stock Exchange Trading Rights registered in its name at that time, it shall, upon giving any such notice, be treated as having given notice of resignation as an Options Exchange Participant and Options Trading Rules 311 and 312 shall apply accordingly.

316.
If any of the events giving rise to incapacity in the Exchange Rules occurs in relation to an Exchange Participant which is also an Options Exchange Participant, that Exchange Participant shall be treated as having given a notice of resignation as an Options Exchange Participant and of its Options Exchange Participantship on the date of such event, and Options Trading Rules 311 and 312 shall apply accordingly.

CHAPTER 4

OPTIONS EXCHANGE PARTICIPANTS AND THEIR CLIENTS

401A
(5)
the Options Trading Exchange Participant has opened a separate DCASS account with SEOCH in respect of the transactions carried by it for the Options Broker Exchange Participant.
412.
Every Client Contract and Options Broker Client Contract shall be validly made at the time when the Options Contract which gave rise to it is validly executed on the Options Trading System.

415.
(1)
Each Client Contract comprised in a long open position of a client of an Options Trading Exchange Participant may be exercised by an Options Trading Exchange Participant by taking the following actions:-
(a) if it is an NCP, by requesting its designated GCP to exercise an OCH Contract allocated to the separate DCASS account of the GCP with SEOCH in respect of the Options Trading Exchange Participant’s Client Account comprised in a long open position of that Options Trading Exchange Participant in the same option series as that Client Contract; or
(b) if it is a SEOCH Participant, by exercising an OCH Contract allocated to its Client Account or by exercising an OCH Contract allocated to its separate DCASS account with SEOCH in respect of an Options Broker Exchange Participant Account comprised in a long open position of that SEOCH Participant in the same option series as that Client Contract.
At the time at which such OCH Contract is validly exercised pursuant to the Clearing Rules, that Client Contract shall, by operation of this Options Trading Rule, be treated for all purposes as having been validly exercised.
(2) A Client Contract comprised in a long open position of a client of an Options Broker Exchange Participant may be exercised by the Options Broker Exchange Participant requesting its designated Direct Clearing Participant or GCP to exercise an OCH Contract allocated to the Direct Clearing Participant or GCP’s separate DCASS account with SEOCH in respect of that Options Broker Exchange Participant’s Omnibus Account, being an OCH Contract comprised in a long open position of that Direct Clearing Participant or GCP in the same option series as the Client Contract.  At the time at which such OCH Contract is validly exercised pursuant to the Clearing Rules, that Client Contract shall, by operation of this Options Trading Rule, be treated for all purposes as having been validly exercised.
415A.
On an expiry day, DCASS will automatically generate exercise requests in respect of all open long positions in spot month contracts which are in-the-money by or above the percentage prescribed by SEOCH from time to time.  Any automatically generated exercise requests, except those denied by the Options Trading Exchange Participant (if it is a SEOCH Participant) or its designated GCP (if it is an NCP) before the start of the After Business Period on the expiry day in accordance with the Operational Clearing Procedures, are deemed as exercise requests validly entered by that Options Trading Exchange Participant (if it is a SEOCH Participant) or its designated GCP (if it is an NCP) pursuant to the Clearing Rules.  At the time at which an OCH Contract allocated to its GCP’s separate DCASS account with SEOCH in respect of the Options Trading Exchange Participant’s Client Account (if it is an NCP) or to its Omnibus or Individual Client Account in DCASS, or to its separate DCASS account with SEOCH in respect of an Options Broker Exchange Participant (if it is a Direct Clearing Participant or GCP) is so exercised by the automatically generated exercise request pursuant to the Clearing Rules:

(1) in the case of allocation to its GCP’s separate DCASS account with SEOCH in respect of the Options Trading Exchange Participant’s Client Account (if it is an NCP) or to its Omnibus or Individual Client Account in DCASS, or to its separate DCASS account in respect of an Options Broker Exchange Participant Account (if it is a Direct Clearing Participant or GCP), the relevant Client Contract shall, by operation of this Options Trading Rule, be treated for all purposes as having been validly exercised.
(2) in the case of allocation to the separate DCASS account of a Direct Clearing Participant or a GCP with SEOCH in respect of an Options Broker Exchange Participant's Omnibus Account, the relevant Client Contract shall, by operation of this Options Trading Rule, be treated for all purposes as having been validly exercised. Where any such Client Contract representing an underlying Options Broker Client Contract is so exercised, the matching Client Contract effected in accordance with Options Trading Rule 411A between the Options Broker Exchange Participant and its client shall also be treated as having been validly exercised.
416.
Following notification of exercise pursuant to Clearing Rule 505 in respect of an OCH Contract comprised in a short open position of an Options Trading Exchange Participant allocated to its Omnibus or Individual Client Account (if it is a Direct Clearing Participant or GCP) or to its designated GCP’s separate DCASS account with SEOCH in respect of the Options Trading Exchange Participant’s Client Account (if it is an NCP), that Options Trading Exchange Participant shall select a Client Contract from among all Client Contracts comprised in short open positions of clients in the same option series as that Contract.  The Client Contract so selected shall, by operation of the Options Client Agreement and this Options Trading Rule, for all purposes be treated as having been validly exercised at the time of such selection.
416A.
The Options Trading Exchange Participant shall notify an Options Broker Exchange Participant details of exercise pursuant to Clearing Rule 505 in respect of an OCH Contract allocated to the separate DCASS account maintained by it with SEOCH for that Options Broker Exchange Participant promptly.
424.
After the start of the After Business Period on each trading day, each Options Exchange Participant shall calculate margin in respect of all open positions and delivery obligations of each of its clients.  The margin so calculated in respect of each client shall be no less than the amount calculated in accordance with the methodologies prescribed by the Exchange from time to time and described more particularly in the Operational Trading Procedures.  An Options Exchange Participant may submit a claim to SEOCH, either directly or through the Options Trading Exchange Participant with whom it maintains an Omnibus Account, to have the open positions of a client margined by SEOCH on a portfolio basis pursuant to the Operational Clearing Procedures, provided that the Options Exchange Participant has obtained from the client prior written approval to that effect in a manner which is substantially consistent with the wording set out in the First Schedule to these Options Trading Rules.

441A.
For the purpose of calculating whether a Market Maker’s positions are in excess of the position limit or reporting limit from time to time prescribed by the Exchange, the Exchange shall, in case where its market making positions are held in the account of an affiliate which is registered with the Exchange in accordance with the guidelines and directives from time to time prescribed by the Exchange, consider the positions held in such affiliate’s account as positions of the Market Maker.

CHAPTER 5

THE OPTIONS TRADING SYSTEM

General Provisions 

500.
(k)
An Options Trading Exchange Participant shall be liable for all orders and Options Contracts arising from its connection 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 Options Trading Exchange Participant’s connection, regardless of whether or not such consequences resulted from the use of the Options Trading Exchange Participant’s connection by an Authorized User.

500A.
[Repealed]

Access to the Options Trading System

501A.
An Options Trading Exchange Participant shall ensure that only Authorized Users whose registration is still in force may enter, amend and revoke orders on HKATS.  An Authorized User must:-

(1) be nominated by his Options Trading Exchange Participant and approved by the Exchange;

(2) be licensed or deemed to be licensed as a licensed representative to carry on Type 1 regulated activity under the Ordinance; and

(3) have passed the Options System User Test.

501B.
Authorized Users shall exercise due care in operating HKATS and shall ensure that HKATS is operated, and orders and give-up instructions are entered, amended or cancelled, in accordance with the procedures and guidelines from time to time prescribed by the Exchange or the Options System Operator.  Without prejudice to any right of the Exchange against an Authorized User, the Exchange may require any Authorized User who fails to comply with this Options Trading Rule 501B to attend, re-attend, pass or re-pass such courses and tests as the Exchange may consider appropriate.  

503.
Every Options Trading Exchange Participant must implement procedures to ensure that each person who logs on to HKATS:-

(1)
possesses a separate User ID;

(2)
does not disclose his User ID to any other person (except, if requested, to his Options Trading Officer); and

(3)
uses HKATS from an HKATS workstation only after having entered his User ID.

504.
Each Options Trading Exchange Participant must implement procedures to ensure that no person who logs on to and uses HKATS at any of its registered business addresses will:-

(1) use HKATS for any illegal purpose or for any purpose other than the execution and clearing of Options Contracts or such other purposes as the Exchange may prescribe from time to time;

(2) use HKATS other than in such manner as the Exchange may prescribe from time to time;

(3) sell or otherwise impart or disclose any information (whether in digital form or otherwise) obtained through or from HKATS to any third party or in any way use such information other than in the ordinary course of Exchange Traded Options Business of such Options Trading Exchange Participant;

(4) in any way interfere, tamper with or interrupt the normal operation, or damage the integrity, of HKATS; or

(5) attempt to gain access to the computer facilities of HKATS or the computer files of any other Options Trading Exchange Participant or to extract any information from HKATS save as permitted pursuant to these Options Trading Rules and the Operational Trading Procedures.

504A.
An Options Trading Exchange Participant shall be fully responsible and liable for any unstable condition, breakdown or damage to HKATS or the Options Trading Exchange Participant’s HKATS workstations as a result of any unauthorized usage of HKATS by the Options Trading Exchange Participant or as a result of any non-compliance by its Authorized Users with Options Trading Rule 501B.

504B.
The Chief Executive or the Options System Operator may forbid any person (whether an Options Trading Exchange Participant or not) from accessing or using HKATS and may suspend, revoke or limit such access or use for the purpose of ensuring the proper operation of the markets operated thereunder.  Any person who in the opinion of the Chief Executive or the Options System Operator is in breach of Options Trading Rule 504 may be prohibited from accessing or using HKATS or be allowed to access or use HKATS only on such terms and for such period as the Chief Executive or the Options System Operator thinks fit.

507. Where there is a change in the capital structure or composition of the issuer of the underlying securities of an option class or in any other exceptional circumstances, the Exchange, in consultation with SEOCH, may make adjustments to the terms of the Contracts of an option series in accordance with the Operational Trading Procedures. An Options Exchange Participant shall ensure that all clients affected by such adjustments of the details of the adjustments are notified, no later than the next Business Day after such adjustments have been announced.  Every Options Broking Agreement shall contain an acknowledgement, in this regard, of the Exchange and SEOCH’s authority under these Options Trading Rules and the Clearing Rules.
509.
Each order shall be validly entered into HKATS at the time when it has been recorded in the Central Orderbook or Bulletin Board Orderbook of HKATS relating to the option series in respect of which the order was entered.

510.
Except as otherwise determined by the Board in its absolute discretion, the recorded details of each order maintained in the Central Orderbook or 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 recognized 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.

511.
Except as otherwise determined by the Exchange, no Options Trading Exchange Participant shall, apart from an ability to check its own orders through HKATS, be entitled to have access to any information stored in the Central Orderbook or 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 Bulletin Board Orderbook.

518. All orders must be entered into HKATS by Authorized Users in accordance with these Options Trading Rules, the Operational Trading Procedures and such rules, regulations and procedures as may from time to time be prescribed by the Exchange or the Options System Operator.

519. Every order which is entered into HKATS must specify whether the resulting Contract is to be allocated to the Client Account or to the House Account (in all other cases) of the Options Trading Exchange Participant and, where possible, whether the resulting Contract is to be an opening contract or a closing contract.  Any Contract specified as a closing contract for which at the time of matching under Options Trading Rule 513, there exists no open position in the same option series in the account to which that Contract was to be allocated, shall be treated as an opening contract.  In addition, every order which is entered into HKATS must specify such information as may, from time to time, be specified in the Operational Trading Procedures.  Every Options Trading Exchange Participant must ensure that all such specifications are correct.

521.
If an Options Trading Exchange Participant becomes aware that any order entered into HKATS incorrectly specified the account to which a resulting Contract was to be allocated or whether the resulting Contract was to be an opening or closing contract, that Options Trading Exchange Participant shall, if it becomes so aware on the trading day the order was entered but before it was matched on HKATS, correct the order specification on HKATS before market close on that trading day or during trading hours or the Pre-Trading Period (as defined in the Operational Trading Procedures) on the following trading day and thereafter.  No Options Trading Exchange Participant shall use this specific HKATS function unless the incorrect order specification was genuinely entered by mistake.  The Exchange may demand evidence to justify the use of this HKATS function including requiring the Options Trading Exchange Participant to show the appropriate time stamp record maintained.  If any such correction is made, its terms shall, by operation of this Options Trading Rule, be binding on all parties to all Contracts so affected.

522B.
Authorized Users of an Options Trading Exchange Participant who have been authorized 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 Options Trading Exchange Participant provided that the amendment or cancellation is made in compliance with the instructions of that client or the Options Trading 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 Operational Trading Procedures.  Notwithstanding any provisions in the Operational Trading Procedures which limit the amendment or cancellation of orders to specified time periods, inactive orders of clients or the Options Trading Exchange Participant may be amended or cancelled at any time provided that the amendment or cancellation is made in compliance with the instructions of clients or the Options Trading Exchange Participant, as the case may be.  

Trade and Position Corrections

523.
If an Options Trading Exchange Participant does not become aware of an incorrect order specification referred to in Options Trading Rule 521 until after the order was matched on HKATS resulting in an Options Contract, that Options Trading Exchange Participant shall, upon becoming so aware, make or, if it is an NCP, instruct the GCP that was designated to clear such Contract to make, an appropriate adjustment in DCASS in accordance with and by the time specified in the Operational Clearing Procedures.  The Options Trading Exchange Participant shall provide such information to SEOCH as may be requested.  If any such adjustment is made, its terms shall, by operation of this Options Trading Rule, be binding on all parties to all Contracts so affected.

524.
If, prior to the start of the After Business Period on the same trading day or the trading day following that on which an order was matched and a Client Contract arose pursuant to Options Trading Rule 411, the client requests the Options Trading Exchange Participant to give-up the Client Contract to another Options Trading Exchange Participant agreed with the client, the Options Trading Exchange Participant may request (if it is a SEOCH Participant) or instruct its designated GCP to request (if it is an NCP), by using the specific DCASS functions designated for this purpose, the other Options Trading Exchange Participant to accept such give-up in accordance with and by the time specified in the Operational Clearing Procedures.  This give-up request shall only be made by a SEOCH Participant if a client so requests and SEOCH may demand evidence to substantiate the existence of such a request on any occasion when it is used.

525.
If, on or after the second trading day following that on which an order was matched and a Client Contract arose pursuant to Options Trading Rule 411, the client requests the Options Trading Exchange Participant to transfer positions arising from such Client Contract to another Options Trading Exchange Participant agreed with that client, that Options Trading Exchange Participant may request (if it is a SEOCH Participant) or instruct its designated GCP to request (if it is an NCP) SEOCH to effect such transfer in accordance with and by the time specified in the Operational Clearing Procedures.  Such transfer request is subject to the approval of SEOCH and SEOCH may demand evidence to substantiate the existence of such a request on any occasion when it is made.

526.
If a give-up is accepted by the other Options Trading Exchange Participant under Options Trading Rules 524 and 525, the following provisions shall apply:

(1) The Client Contract between the Options Trading Exchange Participant that is a SEOCH Participant and that requested SEOCH to effect the give-up and its client shall, by operation of the Options Client Agreement and this Options Trading Rule, immediately be replaced by novation with a new Client Contract on identical terms to the original Client Contract, between the Options Trading Exchange Participant which accepted the give-up and that client, as principals to that new Client Contract.

(2) (a)
The Client Contract between the Options Trading Exchange Participant that is an NCP and that requested its designated GCP to request SEOCH to effect the give-up and its client; and

527. If, on or after the second trading day following that on which an order was matched and an NCP Contract arose, the NCP party to that Contract requests a transfer of positions arising from such NCP Contract to another GCP agreed with that NCP, the NCP may instruct its designated GCP to request SEOCH to effect such transfer in accordance with and by the time specified in the Operational Clearing Procedures.  Such transfer request is subject to the approval of SEOCH and SEOCH may demand evidence to substantiate the existence of such a request on any occasion when it is made.

536.
After the start of the After Business Period on each trading day, each GCP shall calculate margin in respect of all open positions and delivery obligations of each of its NCPs.  The margin so calculated in respect of each NCP shall be no less than the amount calculated in accordance with the methodologies prescribed by the Exchange from time to time and described more particularly in the Operational Trading Procedures.

540. 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 Options Trading 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:

(1) 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 to the Exchange by any original party to the trade no later than thirty minutes after the time of the trade.  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.

(2) If the parties to the Error Trade consent within 10 minutes after the alert is broadcast, and if no objection from any other Options Trading Exchange Participant is brought to the attention of the Exchange within 10 minutes after the alert is broadcast, the Error Trade will be cancelled in accordance with paragraph (6) of this Rule.

(3) 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 Options Trading 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 (6) 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.

(6)
Within 30 minutes after any mutual consent to the cancellation of an Error Trade pursuant to paragraph (2) of this Rule, or any decision by the Panel that an Error Trade should be cancelled pursuant to paragraph (3) 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 in conjunction with SEOCH shall be deemed to have been authorized by each party to the Error Trade to effect the cancellation on its behalf.   HKEx, SEOCH and the Exchange shall not be liable to any person in any way whatsoever in consequence of taking any such action.

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 thirty minutes after the time of the trade, is subject to these correction provisions.

541. For each Error Trade claim initiated by an Options Trading Exchange Participant pursuant to Options Trading Rule 540, the Options Trading Exchange Participant shall pay to the Exchange upon demand a fee of HK$3,000.  

545. The Exchange, SEOCH, HKFE, a recognized exchange controller which is the controller of the Exchange and an Options System Operator shall in no case be liable in contract, tort or otherwise for any claims or damages, whether direct, indirect, consequential or otherwise, including, but not limited to loss of data and loss of profits, of any Options Exchange Participant or any of its clients or any third party arising from or in connection with activities conducted through or associated with the Options System or any failure, error or defect in or unavailability of the Options System.

CHAPTER 6

MARKET MAKERS

604. The Options Trading Exchange Participant which is applying for a Market Maker permit and SEOCH will be notified in writing by the Exchange of the grant of each Market Maker permit.

CHAPTER 7

DEFAULT PROCEDURES

712.
A defaulting Options Exchange Participant shall indemnify and keep indemnified the Exchange, SEOCH, HKFE, a recognized exchange controller which is the controller of the Exchange, an Options System Operator, and their respective employees (and, if an NCP its designated GCP) from and against any loss, cost (including cost of enforcement), liability (including any tax or other fiscal liability), claim or damage which any of such indemnified persons incurs or suffers as a consequence of the use of the Options System by that Options Exchange Participant or any default by that Options Exchange Participant, including in relation to any action taken by any of the indemnified persons pursuant to these Options Trading Rules and/or the Clearing Rules.

713.
If an Options Exchange Participant, in its capacity as an Exchange Participant, voluntarily suspends its Exchange Participantship or is suspended from trading or Exchange Participantship by the Board or the Chief Executive, its Options Exchange Participantship shall immediately be suspended and the provisions of Options Trading Rule 715 shall apply.

CHAPTER 9

EMERGENCY PROCEDURES

903.
If, in the opinion of the Board, or the Chief Executive in consultation with the Commission, the functioning or operation of the Options System is, or is threatened or likely to be, impaired (whether by reason of any fire or other casualty or accident, typhoon, power failure, communications breakdown, computer malfunction or any other event) in relation to one or more Options Trading Exchange Participants, the Board shall have full authority to take such action as it may, in its absolute discretion, consider necessary to deal with such impairment, including, but not limited to, the adjustment of the times for the commencement and closure of various activities in the Options System.  Any such action may result in the inability of one or more Options Trading Exchange Participants to enter into Options Contracts and, accordingly, in the inability of one or more Options Broker Exchange Participants to enter into Options Broker Client Contracts and of clients of Options Exchange Participants to enter into Client Contracts. Furthermore, Options Trading Exchange Participants may from time to time be prevented from, or hindered in, entering into Options Contracts as a result of a failure of communications, of an HKATS workstation or of the Options System.

SECOND SCHEDULE

MARKET MAKER OBLIGATIONS

1.
The Market Maker obligations are specified below but may be subject to revision as determined by the Chief Executive, in consultation with the Chairman of the Exchange and the Chairman of the Commission.  Any such determination made to revise these Market Maker Obligations will be notified to Options Trading Exchange Participants via HKATS, e-mail or such other means as the Exchange considers appropriate.

3.
The above maximum bid/offer spreads may be increased or decreased by the Chief Executive in consultation with the Chairman of the Exchange to reflect fluctuations in the corresponding size of the spread in the underlying stock.  Any such modification shall be notified to Options Trading Exchange Participants via HKATS, e-mail or such other means as the Exchange considers appropriate. 

THIRD SCHEDULE

REGULATIONS FOR BLOCK TRADES
1.
The Regulations for Block Trades are as specified below but may be subject to revision as determined by the Chief Executive in consultation with the Chairman of the Exchange and the Chairman of the Commission.  Any such determination made to revise these Regulations will be notified to Options Trading Exchange Participants through HKATS, e-mail or such other means as the Exchange considers appropriate.

1A.
Where an Options Trading Exchange Participant receives an order from a client on one side of the trade and an order from a different client or for the Options Trading Exchange Participant’s House Account in respect of the other side of the trade each for a specified quantity at or in excess of the Minimum Volume Threshold applicable to the Block Trade Contract concerned, the Options Trading Exchange Participant may execute the orders as a Block Trade.  Block Trades may also be executed between an Options Trading Exchange Participant’s House Accounts designated P1 and/or M1.  Each Block Trade must be executed in the manner and must satisfy the criteria set forth in these Regulations and such other criteria as may be prescribed by the Exchange from time to time.  Any Block Trade which is not executed in the prescribed manner or does not satisfy any prescribed criteria will not be considered as a valid trade by the Exchange and will not be registered or cleared by SEOCH.

2.
A Block Trade in an option series may be executed by an Options Trading Exchange Participant provided that the following criteria are satisfied:

2.3 Block Trade Hours

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

FIFTH SCHEDULE

TRADING HOURS

1. Any such determination made to revise these Regulations will be notified to Options Trading Exchange Participants through the Options Trading System or such other means as the Exchange considers appropriate.

SIXTH SCHEDULE

STANDARD CONTRACT

2.
Terms and Conditions of the Contract:  Each Options Contract shall incorporate by reference the following terms and conditions:-

(a) whether it is a put Options Contract or a call Options Contract;

(b) the underlying securities;

(c) the expiry month;

(d) the strike price; and

(e) the expiration year

each of which, in relation to a particular Options Contract, shall be determined solely by reference to the Transaction Register of the Options Trading System.

7.
Expiry:  An Options Contract in a particular option series which has not been validly exercised shall automatically expire, and trading of it shall cease, upon the start of the After Business Period on the Last Exercise Day of that expiry month of Options Contracts in that option series.

12.
Definitions:  The definitions that follow form part of these terms and conditions.


“strike price” means, in relation to an Options Contract, the amount recorded in the Transaction Register of the Options Trading System as being payable for one share of the underlying securities to be transferred following exercise of the Options Contract, subject to adjustment pursuant to the Rules.
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