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Operational Trading Procedures for Options Trading Exchange Participants
Chapter 1 
The Options System: Operational and Service Schedule 
1.3 
Stock Options Clearing 
SEOCH Participants can enter exercise requests for Market Maker, house or client (including NCP) positions via their DCASS terminals. SEOCH will do the assignment and novation and the resultant stock transactions will be passed to CCASS for settlement, with SEOCH Participants and SEOCH itself as counterparties. On an expiry day, open long positions in spot month contracts which are in-the-money by or above a certain percentage as specified by SEOCH will be automatically exercised, unless SEOCH Participants have specifically denied the exercise requests automatically generated by DCASS in respect of such positions. For details please refer to the Operational Clearing Procedures. 

Chapter 4：Market Making 
4.11 
Market Maker Accounts 

Such trades recorded in the Market Maker’s “M1” account in HKATS will be transmitted to its corresponding Market Maker Account in DCASS. Positions in a Market Maker Account in DCASS are recorded on a net basis after the After Business Period, meaning long and short positions on the same option series will be consolidated to become a net long or short position. Please refer to the Operational Clearing Procedures for details. 
4.11A
Separate Accounts for Designated Traders 
In addition to the Market Maker Account mentioned above, a Market Maker may apply to SEOCH for using the enhanced accounting services of opening and keeping a separate Market Maker Account in DCASS for each of its designated traders. For the purpose of the calculation of margin requirement, positions recorded in each Market Maker Account for a designated trader in DCASS will be treated separately as a portfolio on its own and totally independent of the house positions of that Market Maker recorded in its other accounts. 

Upon the opening of a Market Maker Account for a designated trader in DCASS, all provisions of the Second Schedule of the Options Trading Rules shall apply to the named designated trader individually as if he was the Market Maker itself. The Market Maker shall be fully responsible for the conduct and performance of its designated traders. In particular, the Market Maker shall be liable for the discount claw-back in respect of each of its designated traders who has failed to meet the performance target as laid down in paragraph 7 of the Second Schedule of the Options Trading Rules. 

Chapter 5： Client Services Support 
5.1
House Accounts 

House positions are maintained on a net basis (i.e. either the position is net long or net short exclusively) in DCASS. For margin calculation purposes, positions in a Market Maker’s Market Maker Account in DCASS (other than that of a designated trader or an NCP) will be propagated to its House Account in DCASS and margined together by SEOCH on a net basis. The Operational Clearing Procedures set out the details. 

5.9 
Position Limit and Reporting Level 

Notes: 

2. 
Reporting level – this is the number of open contracts in any one single expiry month of an option class, including all types, strike prices, long and short positions in excess of which a position shall be reported to the Exchange. Where positions exceeding this level are held for a client, the Options Exchange Participant must notify the Exchange of the client's identity. Positions arising from market making activities that are held by Market Makers in their Market Maker Accounts are treated as having been reported to the Exchange. 
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