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By-Laws and Regulations

Amendments to IDA Regulations 100.9 and 100.10 Relating to
CDCC Cleared Currency Options
The Board of Directors of the Association has approved amendments to IDA Regulations 100.9
and 100.10 relating to the Canadian Derivatives Clearing Corporation (CDCC) cleared currency
options. The amendments are effective October 3, 2005 and are enclosed as Attachment #1 and
Attachment #2.
To reflect the introduction of CDCC cleared currency options by the Bourse de Montréal
(Circular no: 137-2005), the IDA has amended Regulations 100.9 and 100.10. The amendments
extend the current margin and capital treatments given to the Options Clearing Corporation
(OCC) cleared currency options to CDCC cleared currency options. In addition, the margin rates
for the underlying interest of the CDCC cleared currency options are to be the IDA’s published
spot risk margin rates for the underlying currency.
The amendments to Regulations 100.9 and 100.10 will make the capital and margin requirements
for CDCC cleared currency options consistent with the capital and margin requirements for OCC
cleared currency options.
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Attachment #1
INVESTMENT DEALERS ASSOCIATION OF CANADA
REGULATIONS 100.9 AND 100.10 – CDCC ISSUED CURRENCY OPTIONS
THE BOARD OF DIRECTORS of the Investment Dealers Association of Canada hereby makes
the following amendments to the By-laws, Regulations, Forms and Policies of the Association:
1.

Regulation 100.9(a)(iii) is amended by adding the following paragraph after paragraph (C):
“(D) for CDCC currency options, which gives the holder the right to buy and the writer the
obligation to sell the underlying interest at a stated exercise price either on or before
the expiration date of the CDCC option.”;

2.

Regulation 100.9(a)(viii)(A) is amended by adding the text “a currency” after the text “a
participation unit,”;

3.

Regulation 100.9(a)(xiv)(A) is amended by adding the text “a currency” after the text “a
participation unit,”;

4.

Regulation 100.9(a)(xix)(A) is amended by adding the text “a currency” after the text “a
participation unit,”;

5.

Regulation 100.9(a)(xxiii)(A) is amended by adding the following paragraph after
paragraph (C):
(D)

6.

for CDCC currency options, which gives the holder the right to sell and the writer the
obligation to buy the underlying interest at a stated exercise price either on or before
the expiration date of the CDCC option.

Regulation 100.9(a)(xxvii) is amended by adding the following paragraph after paragraph
(F):
“(G) in the case of a CDCC currency option, the currency;”;

7.

Regulation 100.9(b)(ii)(A) is amended by adding the text “currency” after the text “in the
case of equity,”;

8.

Regulation 100.9(b) is amended by adding the following paragraph after paragraph (iii):
“(iv) For CDCC currency options``, the normal margin required for the underlying interest
shall be a percentage of the market value of the underlying interest determined using
IDA’s published spot risk margin rate for the currency.”

and by renumbering paragraph (iv) as paragraph (v);
9.

Regulation 100.9(c)(i)(I) is amended by replacing the word “securities” with the word
“interest”;

10.

Regulation 100.9(d)(i)(B) is amended by adding the following paragraph after paragraph
(II):
“(III) For CDCC currency options, the IDA’s published spot risk margin rate for the
currency;”;

11.

Regulation 100.9(d)(ii)(B) is amended by replacing the period at the end of paragraph (IV)
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with the text “; or” and by adding the following paragraph after paragraph (IV):
“(V) For CDCC currency options, 0.75%.”;

12.

Regulation 100.9(g)(i) is amended by adding in the first line the text “, currency” after the
text “in the case of equity”;

13.

Regulation 100.9(g)(ii) is amended by adding in the first line the text “, currency” after the
text “in the case of equity”;

14.

Regulation 100.9(g)(iii) is amended by adding in the first line the text “, currency” after the
text “in the case of equity”;

15.

Regulation 100.9(g)(iv) is amended by adding in the first line the text “, currency” after the
text “in the case of equity”;

16.

Regulation 100.10(b) is amended by adding the following paragraph after paragraph (iii):
“(iv) For CDCC currency options, the normal margin required for the underlying interest
shall be a percentage of the market value of the underlying interest determined using
IDA’s published spot risk margin rate for the currency”

and by renumbering paragraph (iv) as paragraph (v);
17.

Regulation 100.10(c)(i)(B)(I) is amended by replacing the word “securities” with the word
“interest”;

18.

Regulation 100.10(d)(i) is amended by adding the following paragraph after paragraph (C):
“(D) In case of CDCC currency options, the IDA’s published spot risk margin rate for the
currency;”;

19.

Regulation 100.10(g)(i) is amended by adding in the first line the text “, currency” after the
text “in the case of equity”;

20.

Regulation 100.10(g)(ii) is amended by adding in the first line the text “, currency” after the
text “in the case of equity”;

21.

Regulation 100.10(g)(iii) is amended by adding in the first line the text “, currency” after
the text “in the case of equity”; and

22.

Regulation 100.10(g)(iv) is amended by adding in the first line the text “, currency” after
the text “in the case of equity”.

PASSED AND ENACTED BY THE Board of Directors this 26th day of June 2005, to be
effective on a date to be determined by Association staff.

Attachment #2
INVESTMENT DEALERS ASSOCIATION OF CANADA
REGULATIONS 100.9 AND 100.10 – CDCC ISSUED CURRENCY OPTIONS
BLACKLINE COPY OF AMENDED PARAGRAPHS
Paragraph 100.9(a)(iii) – Amendment #1
(iii)

the term “call option” means an option:
(A) for equity, participation unit, and bond options, which gives the holder the right to buy and the writer
the obligation to sell the underlying interest at a stated exercise price either on or before the expiration
date of the option;
(B) for index options, which gives the holder the right to receive and the writer the obligation to pay, if the
current value of the index rises above the exercise price, the difference between the aggregate exercise
price and the aggregate current value of the underlying interest either on or before the expiration date
of the option; or
(C) for OCC options, which gives the holder the right to buy and the writer the obligation to sell the
underlying interest at a stated exercise price either on or before the expiration date of the OCC option.
(D) for CDCC currency options, which gives the holder the right to buy and the writer the obligation to sell
the underlying interest at a stated exercise price either on or before the expiration date of the CDCC
option.

Paragraph 100.9(a)(viii)(A) – Amendment #2
(viii) the term “exercise price” in respect of an option means:
(A) in the case of an equity, a participation unit, a currency or a bond option, the specified price per unit at
which the underlying interest may be received in the case of a call option, or delivered, in the case of a
put option;
(B) in the case of index options, the specified price per unit, which may be received by the holder and paid
by the writer in the case of a call option or a put option; or
(C) in the case of an OCC option, the specified price per unit at which the underlying interest may be
received in the case of a call option, or delivered, in the case of a put option;
upon exercise of the option.

Paragraph 100.9(a)(xiv)(A) – Amendment #3
(xiv) the term “in-the-money” means:
(A) in the case of an equity, a participation unit, a currency or a bond option, that the market price;
(B) in the case of an index option, that the current value; or
(C) in the case of an OCC option, that the market price or the current value;
of the underlying interest is above the exercise price in the case of a call option, and below the exercise
price in the case of a put option.

Paragraph 100.9(a)(xix)(A) – Amendment #4
(xix) the term “out-of-the-money” means:
(A) in the case of an equity, a participation unit, a currency or a bond option, that the market price;
(B) in the case of an index option, that the current value; or
(C) in the case of an OCC option, that the market price or the current value;
of the underlying interest is below the exercise price in the case of a call option, and above the exercise price
in the case of a put option.
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Paragraph 100.9(a)(xxiii)(A) – Amendment #5
(xxiii) the term “put option” means, an option:
(A) for an equity, a participation unit or a bond option, which gives the holder the right to sell and the
writer the obligation to buy the underlying interest at a stated exercise price either on or before the
expiration date of the option;
(B) for index options, which gives the holder the right to receive and the writer the obligation to pay, if the
current value of the index falls below the exercise price, the difference between the aggregate exercise
price and the aggregate current value of the underlying interest either on or before the expiration date
of the option; or
(C) for OCC options, which gives the holder the right to sell and the writer the obligation to buy the
underlying interest at a stated exercise price either on or before the expiration date of the OCC option.
(D) for CDCC currency options, which gives the holder the right to sell and the writer the obligation to buy
the underlying interest at a stated exercise price either on or before the expiration date of the CDCC
option.

Paragraph 100.9(a)(xxvii) – Amendment #6
(xxvii) the term “underlying interest” means,
(A) in the case of an equity, a participation unit or a bond option, the security;
(B) in the case of an index option, the index;
(C) in the case of an OCC option in a currency, the currency;
(D) in the case of an OCC option in debt, the debt;
(E) in the case of an OCC option in an index, the index;
(F)
in the case of any other OCC option, the security;
(G) in the case of a CDCC currency option, the currency;
which is the subject of the option.

Paragraph 100.9(b) – Amendments #7 and #8
(b)

Exchange traded options – general margin requirements
The minimum amount of margin which must be obtained in margin accounts of customers having positions in
options shall be as follows:
(i)

All opening writing transactions and resulting short positions must be carried in a margin account.

(ii)

Each option shall be margined separately and:
(A) in the case of equity, currency or participation unit options, any difference between the market
price of the underlying interest; or
(B) in the case of index options, any difference between the current value of the index,
and the exercise price of the option shall be considered to be of value only in providing the amount of
margin required on that particular option.

(iii)

Where a customer account holds both options and OCC options that have the same underlying interest,
the OCC options may be considered to be options for the purposes of the calculation of the margin
requirements for the account under this Regulation 100.9.
For CDCC currency options, the normal margin required for the underlying interest shall be a
percentage of the market value of the underlying interest determined using the IDA’s published spot
risk margin rate for the currency.

(iv)

(iv)(v) From time to time the Association may impose special margin requirements with respect to particular
options or particular positions in options.
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Paragraph 100.9(c) – Amendment #9
(c)

Long option positions
(i)

Subject to sub-paragraph (ii), the margin requirement for long options shall be the sum of:
(A) where the period to expiry is greater or equal to 9 months, 50% of the option’s time value, 100%
of the option’s time value otherwise; and
(B) the lesser of:
(I)
the normal margin required for the underlying interest; and
(II) the option’s in-the-money amount, if any.

(ii)

Where in the case of equity options, the underlying interest in respect of a long call option is the subject
of a legal and binding cash take-over bid for which all conditions have been met, the margin required
on such call option shall be the market value of the call option less the amount by which the amount
offered exceeds the exercise price of the call option. Where such a take-over bid is made for less than
100% of the issued and outstanding securities, the margin requirement shall be applied pro rata in the
same proportion as the offer and paragraph (c)(i) shall apply to the balance.

Paragraph 100.9(d) – Amendments #10 and #11
(d)

Short option positions
(i)

The minimum credit requirement which must be maintained in respect of an option carried short in a
customer account shall be:
(A) 100% of the current market value of the option; plus
(B) a percentage of the market value of the underlying interest determined using the following
percentages:
(I)
For equity options or equity participation unit options, the margin rate used for the
underlying interest;
(II) For index options or index participation unit options, the published floating margin rate
for the index or index participation unit;
(III) For CDCC currency options, the IDA’s published spot risk margin rate for the currency;
minus
(C) any out-of-the-money amount associated with the option.

(ii)

Paragraph (d)(i) notwithstanding, the minimum credit requirement which must be maintained and
carried in a customer account trading in options shall be not less than:
(A) 100% of the current market value of the option; plus
(B) an additional requirement determined by multiplying:
(I)
In the case of a short call option position, the market value of the underlying interest; or
(II) In the case of a short put option position, the aggregate exercise value of the option;
by one of the following percentages:
(III) For equity options or equity participation unit options, 5.00%; or
(IV) For index options or index participation unit options, 2.00%.; or
(V) For CDCC currency options, 0.75%.

Paragraph 100.9(g) – Amendments #12 through #15
(g)

Option and security combinations
(i)

Short call – long underlying (or convertible) combination
Where, in the case of equity, currency or equity participation unit options, a call option is carried short
in a customer’s account and the account is also long an equivalent position in the underlying interest or,
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in the case of equity options in a security readily convertible or exchangeable (without restrictions other
than the payment of consideration and within a reasonable time provided such time shall be prior to the
expiration of the call option) into the underlying interest, or in the case of equity participation unit
options in securities readily exchangeable into the underlying interest, the minimum margin required
shall be the sum of:
(A) the lesser of:
(I)
the normal margin required on the underlying interest; and
(II) any excess of the aggregate exercise value of the call options over the normal loan value
of the underlying interest;
and
(B) where a convertible security or exchangeable security is held, the amount of the conversion loss
as defined in Regulation 100.4H.
In the case of exchangeable or convertible securities, the right to exchange or convert the long security
shall not expire prior to the expiration date of the short call option. If the expiration of the right to
exchange or convert is accelerated (whether by reason of redemption or otherwise), then such short call
option shall be considered uncovered after the date on which such right to exchange or convert expires.
(ii)

Short put – short underlying combination
Where, in the case of equity, currency or equity participation unit options, a put option is carried short
in a customer's account and the account is also short an equivalent position in the underlying interest,
the minimum margin required shall be the lesser of:
(A) the normal margin required on the underlying interest; and
(B) any excess of the normal credit required on the underlying interest over the aggregate exercise
value of the put options.

(iii)

Long call – short underlying combination
Where, in the case of equity, currency or equity participation unit options, a call option is carried long
in a customer’s account and the account is also short an equivalent position in the underlying interest,
the minimum credit required shall be the sum of:
(A) 100% of the market value of the call option; and
(B) the lesser of:
(I)
the aggregate exercise value of the call option; and
(II) the normal credit required on the underlying interest.

(iv)

Long put – long underlying combination
Where, in the case of equity, currency or equity participation unit options, a put option is carried long
in a customer’s account and the account is also long an equivalent position in the underlying interest,
the minimum margin required shall be the lesser of:
(A) the normal margin required on the underlying interest; and
(B) the excess of the combined market value of the underlying interest and the put option over the
aggregate exercise value of the put option.

Paragraph 100.10(b) – Amendment #16
(b)

Exchange traded options – general capital requirements
The capital requirements with respect to options and options-related positions in securities held in Member
accounts shall be as follows:
(i)
in the treatment of spreads, the long position may expire before the short position;
(ii)
for any short position carried for a customer or non-customer account where the account has not
provided required margin, any shortfall will be charged against the Member's capital;
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(iii)

where a Member account holds both options and OCC options that have the same underlying interest,
the OCC options may be considered to be options for the purposes of the calculation of the capital
requirements for the account under this Regulation 100.10; and
(iv) for CDCC currency options, the normal margin required for the underlying interest shall be a
percentage of the market value of the underlying interest determined using the IDA’s published spot
risk margin rate for the currency.
(v) from time to time the Association may impose special capital requirements with respect to particular
options or particular positions in options.

Paragraph 100.10(c) – Amendment #17
(c)

Long option positions
(i)

For Member accounts, subject to sub-paragraph (ii), the capital requirement for long options shall be
the sum of:
(A) where the period to expiry is greater or equal to 9 months, 50% of the option’s time value, 100%
of the option’s time value otherwise; and
(B) the lesser of:
(I)
the normal capital required for the underlying interest; and
(II) the option’s in-the-money amount, if any.

(ii)

Where in the case of equity options, the underlying interest in respect of a long call is the subject of a
legal and binding cash take-over bid for which all conditions have been met, the capital required on
such call shall be the market value of the call less the amount by which the amount offered exceeds the
exercise price of the call. Where such a take-over bid is made for less than 100% of the issued and
outstanding securities, the capital requirement shall be applied pro rata in the same proportion as the
offer and paragraph (c)(i) shall apply to the balance.

Paragraph 100.10(d)(i) – Amendment #18
(d)

Short option positions
The capital requirement which must be maintained in respect of an option carried short in a Member account
shall be:
(i)
(A) in the case of equity or equity participation unit options, the market value of the equivalent
number of equity securities or participation units, multiplied by the underlying interest margin
rate; or
(B) in the case of index participation unit options, the market value of the equivalent number of
index participation units, multiplied by the floating margin rate; or
(C) in the case of index options, the aggregate current value of the index, multiplied by the floating
margin rate;
(D) in case of CDCC currency options, a percentage of the market value of the underlying currency
determined by using IDA’s published spot risk margin rate for the currency;
minus
(ii) any out-of-the-money amount associated with the option.

Paragraph 100.10(g) – Amendments #19 through #22
(g)

Option and security combinations
(i)

Short call – long underlying (or convertible) combination
Where, in the case of equity, currency or equity participation unit options, a call option is carried short
in a Member’s account and the account is also long an equivalent position in the underlying interest or,
in the case of equity options in a security readily convertible or exchangeable (without restrictions other
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than the payment of consideration and within a reasonable time provided such time shall be prior to the
expiration of the call option) into the underlying interest, or in the case of equity participation unit
options in securities readily exchangeable into the underlying interest, the minimum capital required
shall be the sum of:
(A) the lesser of:
(I)
the normal capital required on the underlying interest; and
(II) any excess of the aggregate exercise value of the call options over the normal loan value
of the underlying interest;
and
(B) where a convertible security or exchangeable security is held, the amount of the conversion loss
as defined in Regulation 100.4H.
The market value of any premium credit carried on the short call may be used to reduce the capital
required on the long security, but cannot reduce the capital required to less than zero.
(ii)

Short put – short underlying combination
Where, in the case of equity, currency or equity participation unit options, a put option is carried short
in a Member's account and the account is also short an equivalent position in the underlying interest,
the minimum capital required shall be the lesser of:
(A) the normal capital required on the underlying interest; and
(B) any excess of the normal capital required on the underlying interest over the in-the-money value,
if any, of the put options.
The market value on any premium credit carried on the short put may be used to reduce the capital
required on the short security, but cannot reduce the capital required to less than zero.

(iii)

Long call – short underlying combination
Where, in the case of equity, currency or equity participation unit options, a call option is carried long
in a Member’s account and the account is also short an equivalent position in the underlying interest,
the minimum capital required shall be the sum of:
(A) 100% of the market value of the long call option; plus
(B) the lesser of:
(I)
any out-of-the-money value associated with the call option; or
(II) the normal capital required on the underlying interest.
Where the call option is in-the-money, this in-the-money value may be applied against the capital
required, but cannot reduce the capital required to less than zero.

(iv)

Long put – long underlying combination
Where, in the case of equity, currency or equity participation unit options, a put option is carried long
in a Member’s account and the account is also long an equivalent position in the underlying interest, the
minimum capital required shall be the lesser of:
(A) the normal capital required on the underlying interest; and
(B) the excess of the combined market value of the underlying interest and the put option over the
aggregate exercise value of the put option.
Where the put option is in-the-money, this in-the-money value may be applied against the capital
required, but cannot reduce the capital required to less than zero.”

