Operational Clearing Procedures for Options Trading Exchange Participants

7.
Collateral


SEOCH may accept cash and non-cash assets as SEOCH collateral for margin purposes in each case in such form and manner, and in the case of non-cash assets and cash denominated in a foreign currency, up to such limit as may be approved by the SEOCH Board from time to time. Unless otherwise determined by the SEOCH Board, at least 50% of the margin requirement for each CCMS Collateral Account of a SEOCH Participant shall be covered by means of cash denominated in Hong Kong dollars.



Normally, a SEOCH Participant's margin requirements will first be satisfied by cash denominated in Hong Kong dollars, then cash denominated in any other currency from time to time approved by the SEOCH Board (see Appendix H) and then by any non-cash collateral maintained in the SEOCH Participant’s CCMS Collateral Account, or any other order of application as prescribed by the SEOCH Board from time to time.
10.
Money Settlement

10.2
The Daily Cash Settlement Component



The Daily Cash Settlement Component consists of up to four components namely Premium, margin, fees and if necessary, stock settlement amount which are all to be settled in cash denominated in Hong Kong dollars, with the exception of margin which may also be settled by cash denominated in a foreign currency and non-cash collateral acceptable to SEOCH.



The total margin requirement in respect of either house or client positions of a SEOCH Participant may be covered by the SEOCH Participant’s cash and non-cash collateral balance after haircut, if applicable, within its House or Client CCMS Collateral Account provided that the SEOCH Board shall have the absolute right to determine the minimum amount of a SEOCH Participant’s margin requirements that must be covered by cash denominated in Hong Kong dollars or the maximum amount that may be covered by non-cash collateral or cash denominated in a foreign currency.   When the total margin requirement exceeds the total of acceptable cash and non-cash collateral balance after haircut, cash settlement is required for this excess margin requirement and will be collected via the appropriate bank account which the SEOCH Participant maintains with a Designated Bank. The other components are Premium, fees and stock settlement amounts and they will be collected via the SEOCH Participant’s bank account with a Designated Bank in the aforementioned manner when the sum of these components turns out to be in debit.
10.2.2
Margin Settlement


The amount of margin required will be calculated based on PRiME during batch processing. This will be compared with the cash and non-cash collateral value.  If there is a deficit, it will be collected from the appropriate Designated Bank Account by DDI. If no margin is required but the SEOCH Participant has cash or non-cash collateral in excess as shown in its CCMS Collateral Account, this excess cash or non-cash collateral will be returned upon request provided that the amount of margin that is covered by cash denominated in Hong Kong dollars will not fall below the minimum level prescribed by the SEOCH Board and the return of excess cash will not result in any other requirement regarding cover for the SEOCH Participant’s margin requirements not being satisfied. 
10.3.2
Cash Withdrawal by SEOCH Participants

A SEOCH Participant can withdraw cash credited to its CCMS Collateral Account during the day provided that there is sufficient cash collateral balance available in its CCMS Collateral Account, its total collateral balance after such cash withdrawal is not less than the SEOCH Participant’s total margin requirement on its open positions immediately prior to such cash withdrawal, the amount of margin that is covered by cash denominated in Hong Kong dollars will not fall below the minimum level prescribed by the SEOCH Board and the withdrawal will not result in any other requirement regarding cover for the SEOCH Participant’s margin requirements  not being satisfied.

10.4 
Cash Withdrawal/Deposit Procedures

10.4.3
Foreign Currencies Revaluation and as Substitution for Hong Kong Dollars

10.4.3.2
Substitution for Hong Kong Dollars

i.
SEOCH Participants may elect to deposit approved foreign currencies as cover for SEOCH Participants’ margin requirements provided that the minimum level of margin requirements that is required to be satisfied by cash denominated in Hong Kong dollars is at all times maintained.  If an approved foreign currency is deposited by a SEOCH Participant as substitution for any margin settled by the SEOCH Participant using Hong Kong dollars, such foreign currency deposit must be received by SEOCH with finality by 9:30 a.m. on a Business Day in order for the SEOCH Participant to have surplus funds resulting from such foreign currency deposit refunded to the SEOCH Participant in Hong Kong dollars for same-day value.  
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