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Operational Trading Procedures for Options Trading Exchange Participants

APPENDIX H: CLIENT MARGINING USING THE PRIME

CALCULATION ALGORITHM

H1. Margin Required in Respect of Client, NCP or Options Broker Exchange
Participant

Client positions allocated to the Client Account or client positions allocated to the
House Account (i.e. affiliate positions) being margined by an Options Exchange
Participant, open positions of an NCP being margined by a GCP and open positions of
an Options Broker Exchange Participant being margined by an Options Trading
Exchange Participant should be margined by using the PRIME Calculation Algorithm.
If positions of a client are allocated to the Client Account, the client must be margined
gross in the same way as SEOCH margins the Omnibus Client Account. However, the
open positions of a particular client of an Options Exchange Participant can be margined
net provided that:

in the case of an Options Trading Exchange Participant which is a SEOCH
Participant, it has maintained an Individual Client Account with SEOCH to record
the open positions of a particular client on a net basis or, in respect of short open
positions of a particular client which are eligible for margin offset, it has recorded
such positions in a Client Offset Claim Account maintained by the Options
Trading Exchange Participant with SEOCH;

in the case of an Options Trading Exchange Participant which is an NCP, it has
requested its designated GCP to maintain an Individual Client Account with
SEOCH to record the open positions of a particular client on a net basis or, in
respect of short open positions of a particular client which are eligible for margin
offset, it has requested its designated GCP to record such positions in a Client
Offset Claim Account maintained by the designated GCP with SEOCH, and the
designated GCP has maintained an Individual Client Account or a Client Offset
Claim Account with SEOCH in that regard; or

in the case of an Options Broker Exchange Participant, it has requested the
Options Trading Exchange Participant with whom it maintains an omnibus
account to maintain with SEOCH an Individual Client Account to record the open
positions of a particular client on a net basis or, in respect of short open positions
of a particular client which are eligible for margin offset, to record such positions
in a Client Offset Claim Account maintained by the Options Trading Exchange
Participant with SEOCH, and the Options Trading Exchange Participant with
whom it maintains an omnibus account has maintained an Individual Client
Account or a Client Offset Claim Account with SEOCH in that regard.

In such case, that particular client of the Options Exchange Participant may be margined
on a net basis.
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Options Exchange Participants should margin their clients, NCPs or Options Broker
Exchange Participants using the same algorithm as that employed by SEOCH but
multiplied by a factor as prescribed by SEOCH from time to time. Please refer to the
PRIME Margining Guide for illustration of the calculation.



