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Operational Trading Procedures for Options Trading Exchange Participants
Chapter 3：Trading Functionalities

3.3 
Class Codes

Unlike AMS, which uses numbers to denote a stock, each option class will be allocated a unique 3-letter class code by the Exchange. The same class code will be adopted by HKATS and DCASS for the same underlying stock.

In the event that the contract specifications of an option class need to be adjusted as a result of capital adjustment, HKATS will assign a new class code for the adjusted option class unless otherwise determined by the Exchange. New options classes generated after the capital adjustment may carry a different class code. Exchange Participants will be notified from time to time of any class codes or new class codes that are allocated by HKATS and DCASS for an option class via the Market Messages Window of HKATS, e-mail or such other means deemed appropriate by the Exchange. 

Chapter 5： Client Services Support

5.9 
Position Limit and Reporting Level

Subject to Options Trading Rule 436A, limits are imposed on the open positions any single party (Options Exchange Participant or client) can carry at any one time. Reporting levels, in excess of which a party (Options Exchange Participant or client) is required to report to the Exchange, are also prescribed. Without prejudice to the powers of the Exchange under Options Trading Rules 435 and 439, the position limits and reporting levels currently applicable are specified in Table 5.9.

	Table 5.9

	Option Classes with a Lower Position Limit (Note 3)
	All Other Option Classes

	Position limit(Note 1)

	30,000 open contracts per option class in any one market direction for all expiry months combined


	50,000 open contracts per option class in any one market direction for all expiry months combined



	Reporting level(Note 2)

	1,000 open contracts per option class per expiry month


	1,000 open contracts per option class per expiry month




Notes:
1. Position Limit – this represents the maximum number of open contracts a single party can hold for any option class in any one market direction for all expiry months combined (N.B. long calls/short puts combined are in one direction and short calls/long puts combined are in another direction).

Example A, if the limit is 30,000 and an Options Exchange Participant is long a total of 27,000 calls and short 3,000 puts in the same option class, it has reached the limit, but if it is long 27,000 calls and long 3,000 puts, it has not.

Example B, if the limit is 50,000 and an Options Exchange Participant is long a total of 35,000 calls and 15,000 puts and short a total of 10,000 puts and 32,000 calls in the same option class, it has not reached the limit, since the positions in one market direction will be 45,000 contracts (long 35,000 calls and short 10,000 puts) and 47,000 contracts (short 32,000 calls and long 15,000 puts).

A Market Maker or an Options Exchange Participant which is, or is holding positions for, a person specified under subsection 4(3) of the Securities and Futures (Contracts Limits and Reportable Positions) Rules may hold positions in excess of the limit prescribed by the Commission under the Securities and Futures (Contracts Limits and Reportable Positions) Rules provided that it is authorized to do so by the Exchange under 5.12 below.

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 Registered Trader Accounts are treated as having been reported to the Exchange.

3. Option Classes with a lower position limit – The Chief Executive may, in consultation with the Commission, determine which option class will be subject to the lower position limit of 30,000 open contracts per option class in any one market direction for all expiry months combined.  Exchange Participants will be notified of the option classes with a lower position limit accordingly.

APPENDIX B: OPTIONS CONTRACT SPECIFICATIONS

B1 
Options Contracts

The Chief Executive may, in consultation with the Commission, introduce an option class for trading from time to time.  The options traded at the Exchange are conventional, American style put and call options on selected stocks which are listed on the Exchange, with physical delivery on exercise. Exchange Participants shall be notified of the introduction of any option classes accordingly.

A stock is eligible to be an underlying stock of an option class if it has been listed on the SEHK for a period of either:

a)
60 consecutive trading days during which dealing in the shares of the stock has not been suspended; or

b)
not more than 70 consecutive trading days comprising 60 trading days during which dealing in the shares of the stock has not been suspended, i.e. not more than 10 trading days of trading suspension during the 70 consecutive trading days; and 

the public float capitalisation (i.e. stocks in the hands of the public pursuant to Chapter 8 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited) of the stock is at least HK$4 billion except where the public float capitalisation of the stock exceeds HK$10 billion, in which case the requirements set forth in paragraphs (a) and (b) above may be exempted.
B11
Tier Levels

All option classes are classified into two tiers.  Different trading tariffs are applicable to Tier 1 and Tier 2 option classes as specified in Appendix A.  The tier level of an option class is determined by the nominal value* of one board lot of the underlying stock fixed before introduction of the option class.  An option class with a nominal value above HK$20,000 will be classified as Tier 1 and an option class with a nominal value of HK$20,000 or less will be classified as Tier 2.

Any determination of a tier level for a new option class will be notified to Options Trading Exchange Participants via HKATS, email or such other means as the Exchange considers appropriate.
* The nominal value will be determined according to the closing price of the underlying stock one trading day before the consultation with the Commission.  When the underlying stock has no prior trading on SEHK, the offer price per share of the public offering of the underlying stock (exclusive of brokerage, Transaction Levy and Investor Compensation Levy) will be used and in the event that the offer price is not available, the lowest offer price of the indicative offer price range stated in the prospectus will be used.
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