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N HEZTEEERENMRANER
(EHRE (RAIEIR) RAD

(HESMHEEFEELZEgNBHAHVBAIERER
BiE (EFRHEGER) (53 571 &)
25 145~ 397 & 398 31 137)

£ 1D

il 4
(]

1. cR =g

AFATH (EHF KA (5 571 F)5% VI & B 6 & e 69 5 1Y
O

2. Es
EARAF  BYESEREIN —
T (listed MEEHME @ BEESFTES LTRLZSGHEEH ;

"HEHEST (nutval fund) FEEMZBPE - M H H 8 B(F 2 1R 4t 5% i it
Tﬁfﬁ’\%&ﬂ’]ﬁx{ CMZEEEERRENFREREERSE
g CH MM ERE s BREURFHEBH - 12 EH K

ﬁEﬁEEE%E?ﬁﬁ)\ﬁﬁfﬁﬁﬁ@ﬂ’]TﬁE@ﬁx{ﬁ ;

"I EM" (reporting currency) SLFFEETM S - HIRBAGHIE
156 (R EHAERBE SN EENM B RER ZSEHZEHED

g%

“ONMETRFET (foreign exchange agreement) $5 7 3 75 77 [A B 7 1 2K 3t
R AR EMNHE  ENEEHESN RIAE S
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“HNEE” (foreign currency) MEFFHIEEME - BT ER - HUTE
MR AN —
(a) HHEW; K
(b)) [ERHEAFEWHPWETME

“HNEE R e =" (gross foreign currency position) FE 3 fE AN BT
5 LA TEHEMAEN —
(a)

R B B A AL DL AN R E R & & (E

E&E
FEFR AN W EEEZ EEIRBEMRFE SN ABE
HRZ AN R BB G AT &

(b) fEZEEHEEEMER LDIZEINEENEE (BER

B &R N BB R E R B M R 2 & A
B YR SN BUAR B & RT R AR

HMZEEHEEES (EZEEAINRFBEFEREGESIREHN
EFERIDE 2R FEGH M —

(c) MREHp— {5} # o ZEEHARBERE -HENERE

BEWHOWORBEE-HHE(Y NS —HEER
(“B”):)S'a

(d) WRES—OEG ff’] §ﬂ£‘ﬁﬁﬁ?-ﬂ‘ﬁﬂ§&55(“x”

) HY
Zm—EEwE REEEX -HENE LG
( "A" )
HIEZ R B A Bk () e (d) Bl B9 &5 4 - R il SRR 31 A B it A8 R
[?q —
(e) ux/jé@ﬁ?fé(c)ﬁxh M EHAEERN "B BBH
LB R

(f)  LDATME#ES®EE —
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(i) A%k ERIR (o) B fR il Y & K 73 il B 1Y
AT BEWRIEUE K

/ﬂﬂﬂﬂ
=

(i) ZEEBEE @ ERELNEGHHEE
AT BRI U

“TIHE O 3" (redeemable shares) fEfE R LB AR - 0] H B H K&
B F A N BRI B B 0 A I

‘T EI EREIE 4" (variable required liquid capital) —

(a)  ERAEMIELES 3 202 & V5 B 18 58 W AU 155 L B OF 3
ZEE RSN H M REE B R mE
EZEENEREELESGFINEREZER 1. 5%
Hy AR 5 B

(b)  ERAEMIELEE 3 202 & VS B DLAN B9 <2 M 8 T 8 & %
R R B S - fER% R B R B AR B

“ZTIW HER" (settlement date) —

(a) WEREZFTHERNEZRZ SIS @ BiERERE
TREEZEENEZ TS5 i & E
B - A ZFEF R EMEEE 5

(b)  FHMEBEANEZRLSME @ 8RS & E AR
ZEEFNREMEEIHE

EHAE LA EEFE R T @ ZFEHHEEERSSHEEZER 20 F
EFEHWN

Il

S HWT (trade date) LA NIHHEETHIAZ S M

(a) HWEEW
(b) EEIEs
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(c)  HAME&A

Zr

(d) WEILEEL

(e) HEEHSINERZ G

(f)  SMEE Bk

(g)  HHIE RG> =

(h) AR EHEE -

(1) (WMRBZERXGACETH) TS EE 5 5K

() (EHMEI T ZSGEHEIIHENET

“WH 2 B1&” (exchange participant) —

(a)  EERERIAZGATME - SEARGRPOIN R 128 1828 1 &
s R B A2 8 5 B

(b)  MEFELIINML T RZ SRS » HE RS
Wy T - ] 5 E% 22 5 P BRAE 8% 22 5 P & i O AL /T
TG ETRZSHIN > MEEZEAEEETL AR
S i 15 > P LARC 8 AT 32 8 5% 52 5 AT BAE 5% 22 5 A
BWMEEMTSET LS ANYIE LM EEE
A HY

HEEF” (common client)$5 Bt /& 3 58 %@%Wm%ﬁ’ﬁ%ﬁ%8
HTHEEHEZHENERBEEZENE RO A - M AN EBLE
HERGEETHNERLS » EHZEERELZIR ;

“HIEMMEZE" (collateralized warrants)fBERAE SR TS Lf - I
FEL TR NTEERE R T A ABAEZSEENMRAEHRAE
SN EMENMETHEMEE  THEZEESNEEN LT —
Y REEEENEAE AN ST ENEILZEEAN

l
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“HEtN e EsE & (aggregate gross foreign currency position)
B SHZHAEEHEZMNWEREEREENS — /BN
BEEENEN  BENEEERTEFANFEE

“HPH 42" (haircut percentage) —
(a) A N mE —

(i) MF2F 15 2MWBHNESTE ~ =
FE B EH A LRy Ry (B = s
A1) 5

(ii) ME2FE2F 2MBENETE ~ K
FE B B H A ey By (I JF 3% B 2 By
H) 5 B8

(iii) M5k 22 3% 2 MEHN LW &G GE (1)
gk (11) 8 2 3t 19 B (3 BR 4 )

O TFEAE —

(iv)  WRBTENE 2 % 1 R 2 5 2 MR
it e % 3 5 2 MIE A R - B E 5 IR
B L R BB AR RS s MR
F5 2 W A9 0 S 9L B 0 4
EEE R

(v) FEHAME I N - EERAYERSE 3 Bl 3%k
52 M R 510 B 8 F il A 3 2 BE 5 I RS

A O

(b)  EEIEMREHEBEMS @ fHENR 2K 8 55 3
5 2 MR A B R A AH B 2 e 8 I EY 0 3R

(c) HWLIEWHREEZRME » fEEM R 2R 75 3 MEZERE 2
il AT 271 B 3R F i e AH A 2 BE 55 Y 0 3R
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A ZT BT FRNMAABER
(d) BMEEREBEZFWS @ BATE2RIRM —

(i) FEMF SR 2 5% 4 28 3 M EERZ R 56 2 1 A Y1 /Y
A B Z iR e A R K

(ii)  fEMTR 2 % 5 5 2 30 3 il (i J& frT 15 P iffi 2 )
BA R R0 1 M A A1 8 5E A 6l AH ¥ 2 R £
HI By H o3 3R 5

(e)  EEIffFR 2% 628 2 MEMHNRIESEZWS @ 18
FERF 3R 2 3% 6 55 3 il EdRZ 3R 2 Ml AT 41 A S8 Y il
H¥E 2 E R

“MW e %" (haircut amount) —
(a) LA TR mE —

(i) MF2F 15 2MWBHNESTE ~
FE B EH A LRy Ry (B =R
A1) 5

(ii) IR 2k 228 2 MIEHNESE » <&
SC B B B AR B ey (Gl R 3% e SR 45 oo
51) 5 B

(iii) M5k 22 3% 2 WEHN LW &G GE (1)
gk (1) 8 2 3t 19 B (3 BR 50 )

8 1 5% 55 It B9 T (B 3 DA 55 I 0 BO 110 B 0 3R Py
528

IR R EEREEE NN

(b)  ELIEMHKREHEBEMS
& & H B E 0 R AT 28

EHRDZFRHAKRE?

WH

(c) ﬁ%%%%ﬁ?*%%éﬁh% %%ﬁ@ﬁu@
F Y
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MEEREEEFNES  BEEZEAERELRESH
HTHE R DAL E & B EBE 50 E 7 E A5
28

SLRFIEB NS - B SR EBEZFNT
E R DLRZ R B 5 3 R AU E 0 RFT 15 28

(qualifying debt securities)¥s —
FELLT RN EERE BRS-GBS &
75 N B AR HERE ~ FERH B E A E Y RE 5 e H
& —

(i)  H —

(A)  ArEE AR AT A o AR B B
Bl A RIRTT

(B) BN : 5
(C)  HHIHERE
FTEAEHERD
(ii) HEBHEBIEZERLFAETH
(iii) ERWEZTS LT

LBEITARDE —FBITHREELIT

(iv)

%M

(A) EBEKREERS LA ER Baa
B #E -3 Pl ks
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(v)

(B)  JEEUEZE /N H| BF F & BBB 3¢ A-3
S 1%

i

(C)  ERZ4EREEFREHEF TR TER
Ao B E AR 58 (2) RIEEHH B F A

%

pu
i
>~

LERARDE —FHITHEELT

2%
A

(A) EREREERHLAFER AWK
BE-2 g bl L

(B) EEELZEANAGFFEE A A-2HK
1705 Gl =1

(C) ERZAHEREEFREHEF TR TER
e B EARIESE 58 (2) RIEEHH B F AR

EAERE —

(vi)

(vii)

(viii)

s BB S B 2R
RS

e~ 3 A U7 AR 1 BE R B 5 I L
oo oBUHETE - VB A A Nk A 4 E
BHNTE  MBAEBHERNTENEE A
GRS ) B R

oy [

i

(b)  FHRE AJ 75 6% 18 Bl % vk B9 A & W DLAR 3 05 B 37 R
[ Fry SR 7T 3% HH Y A7 SR



/M ZTEEEZER N HAABER
“mEZR 5" (repurchase transaction)ff—JERE RN B AEFT I A% T
HNE AHELLTMEMZHNALZ S @ FAZREHLRENRERH
e E AR AamER T ESNESMHERNES > KB HAEE
MR o o W RE e HIEA A & 5 8 4418 5l 0 o 8 1Y 38 25 M
[E] HY B8 25
“JEILFHMEZE " (non-collateralized warrants)IBERAEETE LM
WAL TN AEETE - BT ABITEENRE BB
HFREE TR TR B EE 5 e H Mt & A AE M EC 89 5 K PLAN Y T =X
FEfEHY
AT (collateral) MFEFFEEEME - 8 —
(a) R
(b) & BH 38 %5
(c) GEMEBEES
(d) T Bl B 15 38 55
Mmaz sk aiiEs —
(e) EHZEEFERRS — AMERBRHFEERN ; &
(f) EHS - AGFBRRZEEERBFREL —

() EREEEE R i L o bR
Wk I

(i) EFERZEEHER (ExRkHEEFES)
FA) (2002 FEOORERLH) WHE
HoEH s FHRERENMEBEREEHRERE
HY 5 8¢
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(iii) it kKB (ErhIHE(EEER) HAD
(2002 £ 55 RERAS)WMEBE)ERT
MENMEREREEN —

(A) BB BN BB A RE A
75 % 1 B e B AE A v DA T R
I Ry vk BRI ERAT

(B)  ®XiE B & & Ok BOE 1 T 8t K A
I B A DUSN T A E R B
RUE RS S R B AR A
7 % HH 1 B 35 E 7 v A 17 A & 18 B
o1 N 20H 5B 3 MHEEE 8
ZREEE 5 8L

(C) ZFEBEZERNEM PIEHR
SRTHIFEE TS RS B 2 &
DUTE (R 3% 7% B /8 17 45 5 28 7 sk 13
HAL

B EE 22" (equity linked instruments)IBERAIEAETE LM
AR R B S P EIE R R

“REHIE S (stock futures contract) fEEEHLZZMEEN S
oo MEamEEL TN —

(a) mﬁ J3 R EAE & E W R AR R ] - DLaR e UE
GRS — AR EBENEEN LMkt 5 5

(b) & %5 R & 18 3 T 0 R 20 B 8] 1 ] 7 15 b .2 i 1R
HEE  MZAEEEREEHENEREN Lk
{8 e B (B (B A B R AE RT SLR% & ) I A e € Y (E (H
Y 58 0 B ek A T 1 A
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ZHARES K" (stock options contract)fEEIEHAXR G AMEEN &
o MEZEAMEBEENRNE e —TRERTEN S — T
Fl > ERCHBREMFHEREZRRZE  DEEREEE K
HEHRECHMENEEH EHRMG

CHRHEEFEAIRE" (omnibus account) 8 £F L B Y& F £ % E B
VHEE MEFFEEMZEE  BEZEFEMAER 2 Zk %
Fr 2 B EHAM AN ERF i DARE N B 5 EBIEN

“MTAETHEGR” (derivative contract) 8 — ik - EREIHESHN K
WAME & 40 - I H B A B O 2 IR ) R R A B 2 9 (B (B e [ AR
HY IR B - B2 R (48 B E Rk B H A T TR T R N 4 E R E R R
Y B - DS IR R ERE R R AR

“FEHEZNMNER" (free delivery basis){EEM#ETEZ H & AL
LU THERE R —

(a) AwEFsNELTECERIRESTEZEFETNEL
Wy & (E T A M E A 3K B8 G E AT R

H

e =1
(b) AmELFMNEAESCERNNEZERES  ZEHMD
BEEHMNRIUDMREE S EESMELNEABETHE

Rl

BHHZZ Z " (specified exchange) f8 M 3£ 3 FEBHBYA 5 Fir - 1f 7E 38 A
BT EEHEZZmERNESTSRHETS

“IEHHEEIEHE" (specified investments)¥EMf#+E 2 £ 8 56 2 WIEH LY
= E .

“STHHEl %~ (prescribed country)¥g —
(a) BAREEGIERBERERMEBZEENEE ; 5

(b)  #rho¥e
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ERHZEWIIE 4" (specified licensing condition) BL{E (A Bt &5 4 %8 ~
B B oHANFIOMEIAE G EXZBVEREZEMS @ 18
ZEEANESRERE R EE L EFE R

“JEHHEE A" (specified securities)f8MffR 2 £ 7 2 fHIBEHAYE 5

“HHRAINMEE: 4" (Hong Kong Exchange Fund) ¥8R B (AYNMEE & & #1])
(5B 66 = )R LHINERE &

“FHETEEE %" (narking to market)IBFTHEE DI NIHEBE WK E A F
ENGEELARMEERGENY AESRERF —

(a) HWIE&EH
(b)  REZF

(c) HIHEE

(d) MAETEEGK:

(e) HEEHSIERZ G
(f)  SMEE Bk

(g)  HIE RG> =

(h)  FEHKREHEH ;

“BEEH" (subordinated loan)fE#IEMFPHE AW EZ »r MIREZIEE

o BN LR E & B AF B R AR R IR IR RORE 2R B A
ﬁ,ﬁ{m{aﬁkﬂftﬁﬂ’]ﬁﬁﬁEﬁ+§%ﬁ§é‘§&§ﬁi€?)ﬁaﬁ’%’i$ﬁfm@
Mk A EGREH

“REESZEF” (nargin client) —
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A ZT BT FRNMAABER
sEAE AT L 55 1 H 2 R IS B JE 5 RO RF R R B T

(a)

(b)

" RE B 5 A R

75~ AR (R

%% _

(a)

(b)

(¢)

(d)
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il

IREZFEREEESRESMENEF 5 K

bR AT L 55 8 JH 2 M1 IE B JE 5 RO RF R R B i
5 EZREENES

(special debt securities)IEF & LA TN REARIE E (&
ez s WA B ENES EEE S

T
(i) H#EANRLMEFRARBFEFER AR
AT
(ii)  BUF ; =
(iii) HEIIEES
FATEAF R

HEEBLZBHESFRAAZETH

ERAERTE EHR

HEBEGTANRDIDE - FRITHGELIT R —

(i)

(ii)

(iii)

R % EH IR A F FFE K Baa BUEE -
3 LAk

TEREHE L B N B 5 € B BBB 8% A-3 fEk LA
oL

EEEEFREBEFER A A ENEES
RIZEE 58 (2) FRIFIIRYF K 5 =X

13



(AN =W} B S OA B R
(e) HEBRAZRIE - FSRITHRELITFR —

(i) EBEEREERBEAEER A KEE-2
s DL E o

(ii) ML E A A FEE R A A-2 DL
B S1%

(iii) EZEEEFREBEFERIENEES
RIZEE 58 (2) FRIFIHAYF K >

EHAERE —

(f) &% &

(g)  HERE ~ FEPIEE LR EE AR 75 B oCE 5 iR
R I EE A R R E R EE R IR CCE 0
SN ENRTAE A G EE R BN AL

s

KM ARACHEE N7 (approved introducing agent) f5fRIEEE 58 (4) {5 J&
B e R #% e A8 AR N Y F RRE E

‘KBTI EE A B 37 (approved redeemable shares) $i5 7E H 5 i i [H 09 i
ARG AR B EE 58 (5) (a) 68 18 K% Uk R #% ok m] i [a B 0 /9 o] B (2] i
(e

K% HE Y AE T A DLSN I T B OT s WA E WY ER1T 7 (approved bank

incorporated outside Hong Kong)¥g —

(a)  ARBRTUI B X B9 R R e H MR R R L YR 1T - I
FEHESTHHEBRITHEEN B F 5 5

(b)  ARIEEE 58 (1) (a) {51 % v T B i AU A & ¥ DL AP 5

LRy R B A SR 1T B H A SR AT o RS B 1T R H
BIRTHIZEITE LA
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K SRR (approved credit rating agency) fEIRIEE
58 (1) (D) IR ER M BIZUEE BB A

‘K% {E & (approved subordinated loan)f5 Ft £F i % B & 15 1 iR
B 58(0) (W RERERZERESERNZREGK ;

‘UM &R (E S EE" (approved standby subordinated loan
facility) fEWLEE 1 JH ~ 26 2 8 ~ 28 3 JHEUEE S B E HE B R
R FF L E SR 56 58 () (o) RER M B WM A KREES
RE A R EESRE

‘BHESEESRF S (approved securities borrowing and lending
counterparty)fg —

(a)  FRATAHE AT 5 B

(b) REE 58 () BREZEREEEFEEHTFHH
A s

CEENFIET (floating profits) MR IR EHE E MW TR KE &L
THEHNRVFERENRERMNE —

(a) HEBE&EH

(b) &

(c) HAtEEA

(d) WMETEEK:

(e) HEEHSIERZ G

(f)  SMEE Bk
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A ZT BT FRNMAABER
() HIERGE 5 =«

(h) EHHREHEH

TEEIEGIRET (floating losses) fELMZ R (EH A E 28 A B K E L
THEHNRVFERENRERBE —

(a) HWIE&EH

(b)  REZF

(c) IS

(d) MAETEEGK:

(e) HMBEHINERZZ G
()  HNEE ) 3%

(g)  HHIERIGH %
(h) SR EEH

CHEEAREERT (basic amount) BREEFFMIEEM E - F5 LU BUEH Y RONT Y
5% —

(a) FZEBERKHEAR:

(b)) ZEEAREFHFENRFVFEHE SN KRB HE
GRREREREENGRE S &

(c) HEZXFEREFFFAENRFEHE S AR EY
T ﬁﬂﬁﬁﬁﬁmﬁﬁ%mﬁwﬁﬁT’ﬁ%é
I HY A E IR R 38 & BB Y & BT AR
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“REERWFRELSEE" (anount of margin required to be
deposited)$g —

(a)  FERZHESGHNEIES R 2

(b)  MEFHEAENHESNSINESGNRE
ME 7 T (A G 2 DA O B B3R /Y OB RO P 20 B2 LR Bt (R EE R
BEEEESENE A F R FOEEE > ARBE BB AL
R ERRTRESBEITRSSE —

(c) EMEEZNESHNMESONTHSNRS

(d) ZEZHEEENAER

(e) RARFHEEFTZEEENNQEA

(f) HPEZEAEAFTREEENHTH K

(g) REEAS

“HIEHEES" (required liquid capital) R EFHIEEME @ 84
ERUDITHETRSE —

(a) am —

(i) ZEEEZHRER X 25 1 MiEHN—
HZHEEH RN > AERRE 2 W
MxﬁEEEWﬁZ@%%%Jﬁ {ER

2 AR 2 RE B Y E—
%ﬁt’ﬁf@%%ﬁﬁﬁ%Z%%%%
B
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(ii) ZEEERZRFE 1 WEP 2 HZ R 2
M REEB RN QAEZRE 2 i
%2 MBS B 2 R FE B Y % E AR
TSRS T HWEZERS 1 MERE
(] 3% F G g5 H G — P Ayl - RIAE S
3R] 5 Bl e R ik AH B 2 R i B B 25 (I B
MhmEdkmEE s KR

(b)  ZEEH B EHEGE S

“IHRERIE S EHREE" (required liquid capital deficit) gt ¥
MEEmME EEACHEHESCEHEEHES 28

“HIEMAEMRFES" (initial margin requirement) 8 7E B 37 & & £ 8¢
SN R ERREFER N2 A ERCE B BUE R ZOE 1 28k
M ERBURBEFERFENE X FER W IEEE - 5 HEE
BHEDLTALETEMNRITRESBETREE —

(a) EBHEEZHESHREESGHYTENRZSAT
(b) BEHZEEEWEERM

(c) BEHRHBEEEERTZEEENAREA

(d) HZFEERNTHZEEENHFH K

(e) ZHEELKE ;

“IHE" (rules) —

(a) WA RZGEUANNRZ GRS BIEZRZ G0
=2 RERINTREEA S RE -~ 5585 R
(N E R A @ > ARG EBR A E) —

(i) HRZ G2 HE

by
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(ii) AZHEYZGMEERNIRE » KA EZR
SERNIHETSRESFNBETRLS
N

(iii) BEHMETE K&
(iv) FEHFB LM
(v) BE LG ET > REZL DB R
%%ﬁ%ﬁ S G ETHESRIES
PR G ERRIINEZL S EHINES
(vi)  HMRSEAEME 5
(vii) m%ﬁm HE® N GEFEHRER - LDEHE
BRI ETNIGSEFTHNEHE « EE
W2 T 5 B
(b)) ERRAFEEMDIINNEETS  BEEZEERY
EEKERLTZENHEA ~ HE -~ 55848 x OF
amE MR AR REL o SR ERE AR —

(i)

hus
i
E
O
e

EH 1

(ii)

I
i
=
.

EE TR E IR A

(iii) B HBE] E K E

(iv) REWHEEIZW (N5 En EZb
ARMABHZ S MSERZL SIS %%%
EMGEEFR TS HRTH)

(v) T B0 AR 78 < B9 B E B B A 77 130 B B AR 58
EHEH
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(vi)  mb H 52 kA i 265 T A sl IR TE 1 T =
(L 75 JRF 3% =5 e L0 I /R0 B e <2 ) B9 /R0E
B

(vii)  H AR AT IE M 5 X

7

(viii) BEfEmME > HEH - EENERF
THEIE ST (liquid capital) BRIEFRFEEME @ EHE B E & dE 1 H
FCIN= N Vo

CHENEFET (liquid assets) REFRFREEME @ FHIREBE 4 2 3 0
Al B MR SO E B A N L B R A N R B AR AR

“HHE R R (interest rate swap agreement) f5 i ik 25 5 [ & 7E 3
L IRF ] A A2 A — R Y0 A1) 2 ETE B 1 5

CERSETMIEEEEBET (note issuance and revolving
underwriting facility) ¥ —THZHE - EZHEZHET » HEFHAA
e T E R T BB R IR (BIE B R iR 2 B e aR
THEA N EERENRENES  MEXTHFTEHR
EAE TG B E R - 3% TH Bl OE A BB R 2E R B R D B B9 B B EE
AT EE

“E T A E” (concentration discounting factor) @t HHELEE 1 FH Bk
BSHIZHAEEHEZMNEFBRLEREARESE P IINE BIE
MW Lk EHEEmE —
(a) A0 R AT HE A4 R B El 1E AR | R B R R Bk A
e Bk B P 2 1T 0y B Bt o HIFE T 3 & P K
FT—

(i) 15 K
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(b)

(¢)

(d)

#65072 vl1

(ii) BRI ERESEFE WK D
TETHAE BT 20% - B DL 44 18 B 5% 55 B% 3 FH 5] 3
A1 b 0 B R Ry K HE L A IR 0 B R T B AT 1R
Z 8

MEZFEROL AR () RME - LHBHBETEELE
T v o B i 45 Bk > I B ER B A S AT RS B R A
HIHE NI & s —

(i) 1 &

(ii) BRI ERESEFE WK D
TETHAE BT 15% - Br DL #4718 B 5% 55 B% 3 FH 5] 3f
A1 b W B AR Ry K HE A B 0 YRR T AEL AT 1S
Z 8

MEZEFERDIARR () () BWE > THBEHERE
VB Bt 3 5 R L R R E R S TRy B fr - IS
AR E RS —

(i) 1 &

(i1) HFRAATERESE P W AT A K5
FETTE AT 10% - BR DL 4 B 3% 55 B 3 A0 [A] 6
A0 [k W B Ry 45 o 1 P o 1 T (B BT A5
ZH ;K

o0 B HH A A vk Bl L il st T BT Bk B R AT Y B
RERE - HIHE TOIM & R EE —

(i) 1 &
(ii) BRI ERESEFEWINA AT E KT ST
FETHER 10% - B DL 44 g B 5% 55 #E 55 M A 06

A I B AE R 4 A RE E A R T (L AT 1S
Z 8
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“lBH®BESZHHE" (standby subordinated loan facility)fgBIEftF
SLES L BH N BB 2 B N BB 3 B ENES 8 FH A FE VE B A R Bk
B SRR E - MRS E R EE - BB R B 1R & LT
{EHIBY R 2R - JH {5 3% 0 1B B I R %% 2R Y i A5 L At (& A H /Y P
FHRES2HIMNREHZERREREReR - TV ESRE
H o

“BANEEMTAE T EEX” (off-exchange traded derivative
contracts) IEERX UM A EEW A TE SR

“EMFEFE” (unit trust) FEME(IZHE > MEBEOSIEREREERME -
ANBELBREZ R AN B oo ZHNGE ~» FF ~ EHEUEEFE 75 5
= {r7 At B 2 1 2 AR B R B R A
“HIEXR 5" (futures dealer)fg —
(a) FLEE 2 A HIE IS E S R A E 5
(b) R EVE R E S E DA F Y EE R B E B
FERE N GEM AU N MBZEEE S RS ELT

HIF RS 2 M RE G

THIE &4 (futures contract) BAEAREREIN R 128 1 2 1 k46 T~
B g o (5N BRI A A

“BHEJERE R 7" (futures non-clearing dealer)f85t 56 2 2 #
EiGE g BRI E TSNS A28 EEJE 2 R
A S E AT S B AT 2 HE R L E
“BHE sV HARESS B A" (futures or options clearing house)$g —
(a) WA AEE HEBRU FEEEMRESRZ S (S

122 R AN ) B2 AL 55 B R 22 I IR %5 7Y BE AT 5S B AT bR
A5 B8R
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(b))  FFELATEBBA —
(1) XN REEE —
(A) FREEHZ G ER (ENERHLZS
Fry s ZER R TR W E &1
B HATE & AU A2 B R A S B R A AR
%5 BY
(B) REEEBERHL S ER (BIEfEH
TR EFRIR T EZER) V&
& # Bk B RE A R0 B 18 3 R g 1E HE
HEf 20 R 5 2k
(ii)  ERE (1) HEMm A 5B AU
{EH A B 56 H BT B0 BT = B L B

"HAME S A (options contract)¥E#G T & A FF A A 5 15 A o0 A1 Y
G o R%E R SORE R 2 R AE R G R N 55 B B IR ] R I [ T
T —
(a) DAETHEHEHE —

(1) DABRSE (8 B B 45 B 36 22 90R 36 9 3
LA S B R 5 o

(ii) MWMENEEFHAEZEHENEWNESH K
o B = At 5 B

(b)  LIEZ—F2RESGHNEHNES  HESH
ol H B A B (8 (E 2l 22 IR R TE 55 B Ok SPGB

IH

“$E5E A7 (clearing house) T A LA TR A —
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(a)  ZEF R B AR &5 R ey & & A 2
ENRZ ST A RE - R REHE
745 22 5 B & & /9 B0 RE & /9 B 18 o Bl B R HE
EECE-30)

(b)  EHEEE WG RERE7R 1 5 2 Y R 75 A2 5 f2 it
i S e AW S 5 Bk

(c) R (a) BY (b) B # il By 22 5 B9 22 0

il

(B AN B 15 F B BB 2 i Bk

i
R
=
by
e

1% " (clearing participant) —

(a)  EERERASEATM S - FEARGRPOIN R 128 1828 1 &
FTfg G H AT 2 8 5 B

(b) BRUBEMUINNEERMS - EEREEEN
M= AIZ2HEEEERLESEERS S REN—
HEL L A —H IR BRI - T HE % #E R E 2R
AZAEE T - AL 8kl 2 B E AT IR 1y
—IHEZ R —H R B AR~ £ et & Ed it
R

THER (traden) 8L | HEE 2 XA EEHEZEMELKFEE
5 & A B R N Y R ORI % vk B A 1T O S
ETHZHE RN REHASZRERZS - WEENRLS
B S AL 5 o B HOR B Bl 22 B i A H B AT Sh o Sl A
(Y- SRTIE SFC A

TR E " (adjusted liabilities) st 51T 5 B 5 Ff iR 2k E G B Ay A] 2

FRERGERME  HXFEEEEEEE ELNEERE - GF
REFAENAE S EEERBNEFESE  EMEE —
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(a) BUTEFEHEMERNEZEFEZEE —
(1) ZHEEERE (EE MR (EEPRHE)ME
HIY (2002 EERERANS)FEHILIE
FREENEFRIE

(ii) FEEERJVEEREBOEIIRE NS
17 3l R R 56 (1) Bk 2 HY & 5 RUE

(iii) B EAERZME R AE & W DU 5 ol 32 s ik
A SRIT YR OLIR F N R R N E FRUE

(iv)  B%ikEAE R ) 8 S 0 s 55 AT #E 15 19 %8 17
REANRFERNEFFE ; &

(v) H —

(A)  #EA RS EATERIN

(B) AEEAT2HEE
() HWERHE; K
(D)  EFRHE

REMFRRESNEFEFIE K
(b)  ZEEHEREEZEREER

“SA " (ranking liabilities) MEFIEM S - IR 4 14
4 5 0 19 166 ST S BV N L BT A O P B AR

“SHRBA S HERET (authorized financial institution)f§ —
(a) R1T > THEBEHESTT

(b) (a) RSB ITH 2 ERBAF - HEZ A LHEE
$R1T ¢ 5
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(c) CERTTZEBRGI) (58 155 &) & 2 (1) R ATFE AV A [R &
AR TT B R TR I 2 F A R AE B B L&
S B R AR T

“@WN{E" (in-the-money amount) —

(a) EEEEAREGHMmME - BN x M- S);

(b)  WRWEHAMEGHIME > 8N x (S - W) ; %

(¢) WMEMKROEHEZEDS BN x -9

ﬁ _
o
(i)
(ii)
o
(i)
(ii)
cgr
(i)
265072 vl

13 P 5 KO S A R R 0
AREHSRHUE =

MRS MR & EZE RO LDIINE
EoHNEREZEEENEMCHEA

Mz & B HREE E 2k
HRE - RZFEROTE K

MRS MR E EZE RO LDIINE
E KRG -ZEFEEEMCNTE: &

M2 & A B HBE & 2 k(D
HRER - RZFERODAEZHESN
TTPE(E - sk — e Ikt st ERZHERE 1Y
TTHE(E B
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(ii) WSO HEEEZR GBI E
o HIRERE —SZEEERMTEZY
G T EE
“f@4NE" (out-of-the-money amount) —
(a) WMHBEHESAME BN x (S -0

(b) WG EGME > BN x (M- 8); I

() WMETKROEHEZEDS BN x (S -1

(i) Mz & B HBEE E 2k
HREZZFROHBHE S K

(ii)  ANEZIIHE & KR FH B & E 2 Ik 0 LMY &
EoHNEKRZEEENEMCHEA

(i) MBI & B HBE E E 2k
HRE—-RZFEROTE K

(ii)  ANEZIIHE & R RO MH B & E 2 Ik 0 LMY &
E KRG -ZEEEEMCNTE &

(i) M & A R HB & R k(D
HRER - RZFERODABEZHESN
TT0E(E - sk — R F Rt st R MERE 1Y
TTHEfE B
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(ii) m 2R & KRR B & E R I 0 LMY &
AR E — %5 & E B AL E %
%é%%ﬁ@%;

“BZ2" (short selling)ff—HFBHEST  MEFHZHESRER —

IR FT

B
i
=
o Smf

THESR SR
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(a)  E 51%A B A] 17 6 i A M A 1 A B B9 REF] - LA
KMEREZEERE AT 5 &

(b) EBEAHEECIIZESEEWEMBERNRETTHEm
W EEA RGO RER - DI ERESEFERE
“Hh

(segregated account)fg —

(a) (EZFRWE (EFFOE)RAD (2002 F25 5
HBERAE)E 2 RAMENEILRE § B

(b)  HLUFAEZEFFEEB IR REEAS RS
k=

" (excluded liabilities) MEFFHIEEEEAER LW EE
MU TEEMERE R X HE —

(a) ZEEHER GEZERME (EFE ﬁﬁ%@(mmi
2 BT EBILIRE AR ANEFJUE

(b)  REETER R TE S # DLIN I 5 B0 R ik E Y SR AT
B ILMR B N A B & P #0E K 3% B AR 78 0] B 1S
BB TIEFANREEMIE R (a) RRENEF K
H K

(c) Mﬁgfﬁm i F T AE R Y B ILIR F AR A B F
ISk C

(securities dealer)¥g —
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(a) B 1EZHAEEHESBOFE LR 5
(b)  mtHTEIE B &k DLANE T B R B R
ZERR O GE AR AN M EEE ST EET
HI g R 1 2 HE S
“EHSRE M E” (securities margin financing) BB A GIH £ 5
FoWKTHANKE  HEEFZEESE (i) BRHRE » &5
GRS 1 EHY R E G ERN SR EE AL EENE F R
M sEe - DIFIE —

(a) WIS AEAL AR 25 1 55 (1 G 2 58 1T RE 2% 17 55 BUAE & ¥
LA TG B H At 78 77 T 85 ) By RE 73 8k

(b) (0@ A BYEE) B FF A L FRE S -

B o2 =

& At B e H

3. B ETAYRR I8
(1) BT AR KBRS (DR SEREN  FEEE —

(a) AR EEEWOETFRAKGEEE KEET
ik - (HAMA S HEHERI » &

(b)  ZHLABERBRAZ 5 ~ L HRekiFr B i E B 1% i 75 =k
FiEEEREELK  BEEEEAEZERGTAE
T HimIEFE R EREF KRR

(2)  BRE G kWK ASEHREIN  FHEEAEERERES

55 (5) B MAER GBI T - HH G R AIE il e 8 EERE S 3
HS A 45 B Bl 2B AfE R Y B E < B e i A S BT B B B P -
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(3) 55 (2) FAE H B T ot & & A AY 5 o @ ARIR AR (1) 3R #%
MR DUk 3%k B Y & 2 R & fE AC IR B9 e B2 A 1Y & A RN -

(4) FEZEEVESLESESEGRES 5806) (DBREHE®
BT BHESE (DOZFHEEEMm AR g -
£ 3 I

& R A E

4. REZEAEBMBER

7 Rk B JE I 2 R R A S E R BB R IS BB R

5. REZENHEREIHE

R BT 56 4 Bk - FrRE - (HDUT ot — il 2l 2 & 73 (A & DL
i ZEE ) T ZHE RS ARSI —

(a)  ZHESTAEME A RS 2 RLEE 3 M2 Mg /5 B & 3%
Y B R B BRI 5

(b)

IR
il
=

(c) HERR G

i
il
L
T
2

(d)  HLE 4%H ~ 25 5 2H ~ 56 6 R 9 2 M EE B E
% 30 78 7 F5 I 9 R R 1 R IR B9 FF R E

A —ERENMERA > MEZEEATI R TEE —

S

H IR

=1

~

J
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(e) WIEZEBEHBZHMMHE 1R 158 1 WIEHHE R —H
ZRERB M - QERRE 2 M2 RE N
BHH ZIEEHE A - HMZRE 1 MEREZ X
ALE T B 51— B R o R AE B R ik A
Z b e I Y BB 5 Bk

(f)  WZEEZERZERS I MEHN 2 HZ R 2 HZ
ME RN EFEM - AEZRE 2 MEZFZHRERN
B MH ¥ 2 FE B &% [E B TP g E B = E 0 (50
2B 1A B R S B A G — 2 Bl
HIIAE B2 45 B 5 Bl e ol Y i il AH 89 .2 g £ B Y %5 (8 2
MR mES SR &ESE -

6. FRERZEBNEBHEEHE

NS

\

(1) BT 4 6 - FFEEHE
EHREE R E & -

H 57 2 HE 77 A D B B0k B By AR

(2)  HO) R @FEHRBELLT — 2R — IR EHE#E

FEW LR —

(a) 51 HZHEEE

(b) 5 2 HZHETEE ;

(c) HIMEZHEET &

(d) 5 8 HZHETELE -

PRIE —

(e) M@EMSE  ZEEEZENTHREANRESHRS

I

(f)  EMEMSE  ZEEEZETHEAQEAN S BEEHEK
IHEIEFE A Hrd 5 B

#65072 vl 31



A ZT BT FRNMAABER
()  Et()BEME ZEEEZETHEAQEA -

(3)  FEZB (4)FEYRIRT - 205 K AE 51 & 58 B Fr ik B By A1 e
%*iiﬂ@EWEﬁﬁﬁé’&Kﬁﬁﬁﬁg%ﬂmﬁ%ﬁﬁﬁmﬁﬁ
AR MWMELLTEN  ZEEFHBEZEEE (DK —

(a)  ARIE—IEIZME G 1% (B ERRLE - BZA B A e I
—éﬁﬁxéﬂﬁmﬁﬁééﬁkﬂﬁm K 5 K

(b)  HRATNENR  EREESE S LT 28 b 5 F
& E H ’M$@%ﬁmﬁﬁééﬂﬁi—ﬂ
EAOmANZEENHELEHESEDL L 20%5 —

(1) BRI R 5 7 A3 % 52 56
i H A8 P % 2 08 EF

(ii) ZEEARFFFAERPEHESHICR
VB IR & A T HRUE BB AR A B TR AR
ol AR TE 17 R R R < AR ARVER BT
(iii) FZEENGHINERETEE LT

(iv) PR E R S F P A 30H
BMAFEINm < HERBEEE LT ?

(v) (UEAEE)HE 2HESZIR 2 BES (i)
(i1) ~ (iii) 8L (iv) B fG ey B FF -

(1) FRFAEAREREFHEEHEAEEEE SHRE

BMEH AR —E 60 HEOBRA - F 4 DR 4 (68 2 HZEER
ERBESBHEERHGESABN -

#65072 vl 32



N HEZTEEERENMRANER
4l

B %

W

{2

F128 — —HKEX

7. RHEERHAERHELHAE

Tl

BHERHESC MR ERHES  FEFEAZRBASE LA
= A2

AE S BERZGELIE -

_\

m

208 — FHEE#E

8. DzZBHERZZRERE %

R REGHESE R ERGES  FRIEEANR S HPERE
#o R HDEFEANAREASG AL NEHERNMELS LR —

(a)  LDATFEHHEHBRS —

(i) HaEaK

(ii) EeiEs S

(iii) AHHE & A

(iv) WAILZE&K %

(v) EHKREEE

(b)  HERIAIIEZZHEGHNNER ; K

(¢)  EIAZLAEM —
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(i) S RE 175 6 5 BX

(ii) $HIHERBE -

9. BEXZZBENLESF

(1) BRECQREERESINN  BAFREGHESERREHGE S
FREEEAZTESBEASIIIWDL THEHNREERAMGE —

(a) HAEEA
(b)  E&ZF
(c) HIRESAY
(d) WEILEEL
(e) TEMRASINELZ S ER
(f)  SMEETH &
(g)  HHIE R - 5
(h) Ak EHH -
(2) @BEABOFORE  BABEFHEENESE S KHE
HEE A H B - AR LEE A SR fEall YRS SR T E Z g 0 A R

BIRLZEEFRBAZXU TR EF ENEE (BESEE) —

(a) A 0 A7 T3 45 (A8 BY (55 78 737 (F AKRE PR AN ) B (H
B —

(i) B DL T e N £ S B 5% 55 (8 75 38 75 e (H
HSPEEEFE —
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W) B2 HHHHER W

(B) G RABEDIR 2 HHGHFEAESE
#FMs) 2L 2 HBFEEZFED
A 7y BYERTT ~ FF L B B LUK
MG HIRE SR A SR 0 BB AL 2
EZRN TR 7B /NG =1

a0

(ii)  AIREEENASSE (i) BifRalk AU (E —

() MBEFAE - HAFERZTEME K

N

®)  MBHE - ALEFEEESOE
EFFE

(b)  BEEEAAf ETNRGMEEERSED 3 EE
HEy EfsE S REEE A B SELERZS
By B sr (HA G al i £ H B Ry B fth 22 5 A
BEESWEE —

(i) mEre -

\\\\
ll

HitE BZFEE &

(ii) WMBERE > ALLEIERSNE LR 5HTHY
iz R WO (EFEE

(c)  FHRE AJ 75 0% 15 Bl % vk B9 A & W DL Ah 3 05 Bl 37 5 %
5] Y SR 17 8 17 8O 6 M % A7 T 85 (8 A AU fF SGE R (E
5 ALLHZET AFMERNEENE -
10. mWHIZH
¥R BRI LR IE AL 5 o PR EZ R B o B PR E B A R A R

I FER B HMEFEMFE EHEUN - MZEEARZER S
pHEC IR -

#65072 vl 35



N HEZTEEERENMRANER
1. FEHEH

(1) BRE @)~ (3) ~ (4) ~ (5) K (6) FUK S 48(2) k55 H M E
b FMEENEER BEASHZBHEEEEHE - I H S AMEEH -

(2) WLk B O K RE RIS A MO B SO R S A T R A
WATHIFEN 5 - 20 5% 6 5P B A B A 3 5% 55 w8 R 2 AT H Y 1 A A 1K
5o HIER (1) FCN#E R FF0E -

(3)  iFFMREER R AN R ES AT FRZANTOHEMNS
m —

(a) ZEXHELIFRNETZEZEEREBRETHZHRER
B E AR R

(b)  BZEABI{E AR B A] 5 ) ST B9 R R R B% 5 3UE A
FHEE 36

(4)  FEFF R E A K P IO B SO R E SO TR E BRI

(a) EHRZEFEEYBMHRNEZWELSDN  WHER
BEEHIREMZ P AR - ZFFFEEEX

R E G % EE AR
By ALK o MR ECREE

(b)  ERZEFEHSE

21(2) BB L F PO A HIEEH © B

() REEEHAZEFREDSRECMEMNEE
fy -

HIER (1) FCAN 8 R 3% 5 50
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(5) %%8% METHEE R MRS EECE — Lk E
BHFEZFFHETFRZ S 8 N FOE R ESZ N TR S 0E - 2R
B SR BB AR EEFETEF RS MESN - A1 (1) 35 #E H
R FEFIE -

(6) WL 1 HEZREEHERMORMEEERCE ML EE
B FEF F AL 8 22 M B V5 B 1 58 I A0 F7 Mk B 0 R I S (T Rk
FEFE MENEBELEERZEEFETERZSMELL - A
(DA EHARZFLEA -
12, DEREBEEAZRENRFNIZS
(1) JLFFMEENEE P £ EE MR A AR DURE S R
BERIRE - WML E L E P WU ST 7 &% & F i FOE 2 IR 7%
FAMRKRFENETZGMELSN  AZEE A EEZERELMEEN -
(2) MWMHFMEBNEESFS —
(a) HEZFEMER SR -HARESPABRENRS

(0) BB OB B Y AR B B L T
WA H iR —

(i) 4
(ii) & =
(iii)  $R{THER ; It
(c) EREZFZEIUZRBEBIZFFRRZEES(TH
ZEFPINEMMURESE A IBENREFERNEZS
M ZEEEaFNERET
HIFREE ) K (O KB EHREIN » ZFEEA] —

(d)  RErHE —
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(i)  EBEFRESHRERENIES S WY
H6 T R 5 R

(ii) BHEZHE
&M R B

M RENZHEAE D - EFEEE FIFREATE
By Rz R B R BB LR R 2 P SR E AV IR Y
TR 3 I A O/ 3 0 B

(e) TRt HEFEFDIRESP A EEIRE A RILA
MRIZER 45 (1) B 46 (1) BRINAZZHE R T & EANL
B WMAELLTHE —

Q{\lkl.

(i) MEZEFEFR (b) (1) REEHR S - 3%
5

(ii) WEZEFPEFEBH (b) (i1) B2k iy 35 5,
27 1K R T B R 25 B HE O Y 0 R AR
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(1)

(i)

(a)
(b)
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$5,000,000

$5,000,000

(a)
(b)

$5,000,000
$30,000,000

$5,000,000

$5,000,000

$5,000,000

$5,000,000
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2
(b) B 1
2
(©)
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(b) $3.000,000
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B G2 D2 ] LRV IR OB T B

YVgFbUE D2 ] S Y @j

29

SR a=aAN
A9 R 7]

 FIRLT 2



(b)

12.

13.

(i)

e 5 S 2 3551 € BN BT

[—«llﬁlf F[ 2 (
)

IR AR D 2 £ SYOATEEPIEY S 4 P
(A)
(B)
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(i)

(2)

(a)

IVt f} Nk | A

RRE A LTI ML 4 B ] R
g
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#
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P
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15.
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(a)

(b)
(c)
(d)
(e)
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(a)
(b)
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16.

(1
)
17.

(1
(a)
(b)
(c)

)
(a)

(1)
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(b)

()
5(24) (25)
18.
(D
(a)
(b)
(2
(a)
(b)
5(26) (27)
2
19.

9 18 20 21
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20.

21,

(1) 21

FI=erfrprl)

2

RIZER i)

3)

RIZER i)

(2)

(1)

(i1)

(iii)
BT )

11(3)

11(2)

11(4)
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(b)

FIr= e F])
(c)

P evEf))
(d)

FLI5 954 )
(e)
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(b)
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(b)
3) (7) 2
(a)
(b)
4 (7
(2)

38



(b)
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20% i T By SE

(iii) Féﬂ’tﬁ@ﬁvf‘&%fﬁ%ﬁ@fﬁﬁ Bk ;s w0
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9 10 (1)
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”(calculation) (1)
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5%
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(i)
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(©)

(d) —
(1)

(i)
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v) 225
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”(market capitalization)
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(b) 20 20
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FIETRIER) 14D

T

(b)
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Draft Securities and Futures (Financial Resour ces) Rules
Summary of commentsreceived and SFC’sresponse

Securities Institute

Securities Institute commented that:

(8 The consistency of applying the concept of liquid
capital requirementsto al licensed corporationsis
lacking the consideration of the nature of different
corporations.

(b) Investment advisers who do not hold clients' monies or

assets should not be subject to the Rules

Item | Clauseno. Respondent Respondent’s comments SFC’sresponse
no.
General Comments
1 - Linklaters & Whilst the draft Rules do substantially follow the The FRR are risk-based in that they levy capital charges against
Alliance requirements of the existing Financial Resources Rulesand | different risks underlying risk assets or exposures and require a
the LFET (Financial Resources) Rules, the commentator capital buffer to be maintained for the different types of
expressed an interest in seeing changes towards a more regulated activities conducted.
risk-based capital framework, which corresponds closely to
the risk associated with the activities undertaken by the Asexplained in the Consultation Paper, we have formed a
intermediaries. working group to critically review the overall regulatory
framework for intermediaries and will in due course release a
White Paper setting out our proposals.
2. - Law Society of The Securities Law Committee of the Law Society supports | We appreciate the support.
Hong Kong theinitiative to:
(i) harmonise the financia resources rules applying to
persons carrying on more than one regulated activity;
(ii) streamline and reduce the administrative burden
associated with compliance with the financial
resources rules;
(iii) better reflect the level of risk associated with various
asset liabilities.
3. - Hong Kong Some responses to a survey conducted by the Hong Kong We have proposed to replace the net tangible asset requirement

by the liquid capital requirement because the net tangible asset
requirement has been found to be deficient for not being able to
ensure basic quality of assets.

Theliquid capital requirement for investment advisers who do
not hold client assetsis the lowest amongst all classes of
licensed corporations. It isimportant for investor protection and
market integrity purposes that all licensed corporations should
have sufficient liquidity and capital to operate their business.
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Item | Clauseno. Respondent Respondent’s comments SFC’sresponse
no.
Specific Comments
4, 5 Anonymous Please advise whether paid-up share capital coverspaid-up | “Paid up share capital” does not include the items mentioned.
redeemable shares and share premium.
5. 5&6 JF Asset Asset managers that are not subject to the specified Under section 55 of Part V of Schedule 10 of the Ordinance,
Management licensing condition are required to maintain a minimum any licensing condition that has been attached or imposed to the
liquid capital at HK$3 million and paid up share capital of | registration of an adviser immediately before the
not less than HK$5 million. The commentator wishesthat | commencement of the Ordinance will be deemed to be imposed
the Commission would clarify the circumstances under in respect of thelicenceit is deemed to be licensed under the
which the licensing condition would be granted for the Ordinance when the Ordinance comes into effect. Advisers who
deemed licence when the Securities and Futures Ordinance | are not subject to alicensing condition of not holding client
becomes effective. assets immediately before the commencement of the Ordinance
would not automatically have that condition attached under the
Ordinance and therefore will be required to comply with the
relevant requirements under the Rules upon expiry of the 6
month transitional period. Asset managers and advisers who do
not need to hold client assets and wish to enjoy the lower
capital requirement may contact us for such licensing condition.
6. 11(a) Linklaters & The Draft Rules indicated an average quote should be Although the discounted cash flow method is suitable for
Alliance obtained from parties such as market makers, third party determining the theoretical value of debt securities, the Rules

banks, licensed corporations or dealers outside Hong Kong.
Otherwise, the securities will be valued at nil and face value
for long and short positions respectively.

In respect of debt securities with no market value,
valuations per a discounted cash flow model can be used for
the purpose of calculating amount to be included as liquid
assets and ranking liabilities.

do not accept such method for calculating the value of debt
securities because in the absence of independent market quotes,
the debt securities may not be readily marketable and thus it
may be difficult to realize.

Nevertheless, the SFC will keep an open mind on aternative
valuation methods and grant modification where appropriate.

In view of general market interest to purchase certificates of
deposit issued by banks, which currently are subject to the same
qualifying requirements as other debt securities, we have
amended the Draft Rules to specifically include themin
qualifying debt securities at the price quoted by the issuing
bank where no published price is available.
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Association Ltd

concerns regarding the definition of what isan “illiquid
stock”, the commentator believes that the approach taken
still does not address the issue of an stock that is
fundamentally sound but thinly traded. For example, a
stock can be trading at a deep discount to NAV, with alow
p/eratio and paying agood dividend rate. To classify this
as“illiquid” for the purpose of the FRR and to apply a deep
discount of 80% is overkill. Asgood investment advisers,
the commentator would recommend exactly this kind of
“bargain” stocksto clients to accumulate. Fundamentally
sound stocks should not be penalized merely because the
general investing public has not discovered it. A “by the
numbers’ approach to defining “illiquid” stocks may not
necessarily be appropriate as many specul ative stocks
without fundamental s are often heavily traded. Turnover
can be easily “manufactured” and can just as easily dry up.

Item | Clauseno. Respondent Respondent’s comments SFC’sresponse
no.
7. | Division 2 Linklaters & In determining the relevant treatment for balances held with | The Draft Rules have been revised to include deposits with
Liquid Assets | Alliance overseas bodies (e.g. an authorized financial institution, an | KSFCinliquid assets. The SFC will also keep an open mind

approved bank incorporated outside Hong Kong or a on specific circumstances of individual firms and grant
recognized clearing house), reference should be made to the | modification where appropriate.
local market regulation and requirements. For example,
deposits held at Korea Securities Finance Corporation
(*KSFC”) should be considered a liquid asset since the
Korean Securities and Exchange Law requires securities
companies to deposit with KSFC all cash deposits received
from customers in excess of 15% margin.

8. 23(2) Linklaters & The commentator wished to clarify whether aformal legal The Draft Rules have been revised to require written client

Alliance agreement isrequired in order to set off amounts receivable | authorization for set-off and disposal of securities held for the

from and amounts payable to a client, or whether an client. The netting treatment under section 21(2) of the revised
implied agreement is sufficient, and whether any agreement | Draft Rules can be applied to all amounts receivable and
must be in writing. If netting off is allowed, they also payable to the client in respect of purchases and sales of
wanted to clarify whether this can be done on a security-by- | securities on a cash-against-delivery basis, irrespective of their
security basis and whether the securities need to be the trade date and can be applied on transactionsin different
same value date. securities.

9. 24 HK Stockbrokers | Although the SFC has gone some ways to reduce the We have already excluded from “illiquid collateral” all HSI

index, HSI HK LargeCap and HSI HK MidCap stocks. The
objective of applying aheavier haircut to “illiquid collateral” is
to ensure that firms have adequate capital buffer in case they
cannot liquidate their clients’ securities collateral within a
reasonabl e timeframe. Market liquidity and the fundamental
quality of the stock are important matters for consideration in
exercising good credit management and achieving the above
objective.

Regarding the worry about “ manufactured turnover”, we
reiterate that entering into wash sales (which involve the sale
and purchase of stocks without any change in their beneficial
ownership) isacriminal offence, asisthe creation of afalse
market. The SFC will be vigilant in its monitoring of share
movements. In relation to such malpractices the SFC will take
action, including the prosecution of offences and disciplining
persons guilty of misconduct.
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Item | Clauseno. Respondent Respondent’s comments SFC’sresponse

no.

10. 29 Anonymous Equity linked instruments should be regarded as liquid asset | The Draft Rules have been revised to prescribe the treatment of
asitisalisted product which can be traded freely on a equity linked instruments listed on the Stock Exchange of Hong
recognized exchange. In addition, thereisliquidity Kong.
providing facility to provide liquidity of the product. The
SFC may consider adding a provision to the effect that all Given the diversity of products that may be launched in the
products listed or traded on the market operated by the market and the variation in their risks, the SFC will regularly
HKEX be considered as liquid assets for the purpose of review the need of amending the Rules for new products.
calculating liquid capital, which are subject to specified
haircut of the Rules.

11. 37(a)(ii) Anonymous For asset management service billed on a quarterly basis, We have revised the Draft Rules to accept fees receivable
client may take alonger time to check and settle abill. A which have not been outstanding for more than one month as
bill overdue for 2 weeks ceasing to be aliquid asset is liquid assets.
relatively short for asset manager. It is suggested to extend
the time from 2 weeks to 2 months.

12. Division 3 Anonymous Division 3 does not have any provision for client assets Client securities held by licensed corporations are not assets of

Ranking (equities, bonds, unit trusts and others) held by an asset the licensed corporation and under general accounting
liabilities manager in segregated accounts with local or overseas principles no corresponding liabilities in respect of the holding

custodians on clients' behalf. Based on this, it isinterpreted
that such client assets do not fall within Division 2 — Liquid
Assets and Division 3 — Ranking Liabilities of the Rules.
The same interpretation appliesto client assets held by an
asset manager on client’s behalf in a capacity outside the
regulated activities (e.g. being atrustee of a particular

trust).

Further, it is aso interpreted that money due to/from
clients/trustees in respect of redemption/subscription of unit
trusts do not fall within Division 2 — Liquid Assets and
Division 3 —Ranking Liabilities of the Rulesin computing
liquid capital of adealer dealing in unit trusts.

Please advise whether the above interpretations are correct.

of client securities will be booked on the balance sheet of the
licensed corporations.

The treatment of amounts receivable and payableto clients/
trustees in respect of subscription/redemption of funds will
depend on the role of the licensed corporation in the settlement
process. In case payment is made directly between the clients
and the trustees and the licensed corporation is not liable to
default risk of both parties, there should be no liquid assets and
ranking liabilities effect on the book of the licensed corporation.

Pg 4 of 14




Item | Clauseno. Respondent Respondent’s comments SFC’sresponse
no.
13. 39 Law Society of In addition to excluding liabilities corresponding to client The exclusion in respect of client money kept in separate bank
Hong Kong money held overseas in separate accounts with authorized account is in recognition of the lower risk faced by licensed
institutions and other approved banks outside Hong Kong, | corporations in satisfying their obligation to pay the money
client money held with a suitable trustee or in asegregated | back to clients, as the banks holding the client money are
client account of any financial intermediary (e.g. offshore subject to regulatory supervision in Hong Kong or other
brokerage firm) should also be excluded and for the same jurisdictions.
reason (subject to compliance with the Securities and
Futures (Client Money) Rules). Where client money isheld | With respect to the terms and conditions in client agreement,
by athird party, the customer’s account terms and the SFC is unable to comment on the exact nature and
conditions will typicaly provide that risk of loss lies with enforceability of legal agreements entered into by the licensed
the clients and not with the licensed entity. In effect, such | corporation and its clients as such agreements vary on a case by
arrangements usually do not place the licensed entity at case basis. Given the varying set of facts and circumstances that
risk. Thelegal position is similar to the investment of a can be present in each case, we see no reason to amend the
client’s cash balance into a money market fund — the Draft Rules to extend the exclusion to client money held with
liability ceases to be that of the licensed entity once the non-bank intermediaries. Nevertheless, the SFC will keep an
investment is made. open mind on specia situations of individual firms and grant
modification where appropriate.
For the avoidance of doubt, client money invested in money
market funds would have become client securities held for the
client and should fall outside the balance sheet of the licensed
corporation.
14. 43 & 52 Linklaters & There is potential inconsistency in how ranking liabilities There is no inconsistency or overlap between sections 43 and
Alliance are to be calculated under section 43 (LFET) and section 52 | 52 (now section 41 and 50 of the revised Draft Rules). Section

(foreign exchange agreement). The commentator wishes to
clarify the correct treatment of foreign exchange
transactions under this circumstance, i.e. would section 43
only apply to corporations licensed to undertake leveraged
foreign exchange trading, whilst section 52 would apply to
corporations exempt from being licensed. If not, would one
section prevail over the other, or would the highest-ranking
liability amount cal culated under the respective section

apply.

43 applies to licensed corporations which are licensed to carry
out leveraged foreign exchange trading, whereas section 52
appliesto al licensed corporations, including licensed
corporations which are licensed to carry out leveraged foreign
exchange trading. Licensed leveraged foreign exchange traders
are currently subject to similar requirements under sections
6(1)(b), (c) & (e) of the Leveraged Foreign Exchange Trading
(Financial Resources) Rules, the sections from which sections
43 and 52 of the Draft Rules are derived, whereas dealers and
securities margin financiers are currently subject to section
29(3) of the existing Financial Resources Rules, the section
from which section 52 of the Draft Rulesis derived.
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[tem
no.

Clause no.

Respondent

Respondent’s comments

SFC’sresponse

15.

44(2)

HK Stockbrokers
Association Ltd

The proposed gearing adjustment is too high and would
have the effect of making brokers not competitive with
banks in terms of financing their clients. Also, the
proposed gearing adjustment will have the effect of limiting
the overall liquidity of the market asit effectively capsthe
amount of lending that can be made to clients to roughly 3
times capital. Based on the analysis of 10 listed banksin
HK, they are lending 5.55 times capital which trandates to
an 18% ratio. Thisis half of theratio proposed for brokers.
The commentator also submits that the security used for
bank lending on the whole is not as liquid as those used for
brokers lending.

The commentator (commenting generally on both the
gearing adjustment and theilliquid collateral haircut) agrees
with the SFC that measures need to be taken but pointed out
that drastic measures will only destabilize the market. The
assumption that brokers will be able to immediately fund
any shortfalsin capital requirementsis overly optimistic.

In practice, acombination of margin calls on clients and
additional capitalization will be required. Finally, the
commentator points out that the current situation is the
result of the financial crisis of 1997 and sudden moves
should not be made as this would destabilize the market by
forcing brokersto liquidate client assets.

It isinappropriate to compare brokers with banks in selected
areas. One needs to bear in mind that banks, besides being
subject to the capital adequacy ratio (CAR) requirement, are
also governed by other regulatory requirements such as the
liquidity ratio and limits on individual exposures. The degrees
of diversification of clientele, loan types and collateral in banks
are very different from the margin lending business carried out
by brokers. The resources available to banks for instituting a
tight control structure are also not comparable with that of
brokers as most brokers are in general not as well-capitalized as
banks (the smallest of the 10 listed banks quoted has an equity
of $3.7 Billion).

Both the gearing adjustment and the illiquid collateral haircut
under the existing Financial Resources Rules were enacted in
May 2002 and will only come into operation in October 2002.
Brokers should have sufficient time to evaluate the implication
of the new requirement and make appropriate arrangements.
We understand that firms are already taking steps to prepare for
the two amendments in an orderly manner. Hence, we do not
propose to lower the gearing adjustment or modify theilliquid
collateral haircut at this time but undertake to review the need
for their retention or modification with the working group on
the review of financial regulatory framework for intermediaries.
At the same time, we are actively stresstesting the two
amendments on our brokers and will engage any brokers with
potential compliance problemsin early discussionsto ensure
that the transition can be as smooth as possible. In the case
where a broker has genuine problem complying with these two
amendments, we may consider granting modification or relief
as appropriate.

16.

49

Law Society of
Hong Kong

The definition of “underwriting commitment” in section
49(4) should be amended as follows so as to better reflect
current market practice:

“(4) In this section “net underwriting commitment” means
the total costs of subscribing for or purchasing securities

The Draft Rules have been revised to reflect the market
practice.
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underwritten or sub-underwritten by alicensed corporation
other than securities which
(i) are sub-underwritten,

(ii) are subscribed for in writing or
(i) which have been the subject of alegally binding
contract either entered into in writing or recorded in
writing,
in each case for the subscription or purchase through or
from the licensed corporation by another person.”
17. 50 Linklaters & Section 50 refers to “non specified exchange traded The intended scope of application is the same and we have
Alliance derivative contracts’ whereas the existing financial revised the description in the Revised Draft Rules.
resources rules Rule 29(1) refersto “ off-exchange
derivative products’. It is not clear these two terms refer to
the same types of products.

18. 52 Anonymous Being an asset manager, it does enter into foreign exchange | Generaly, asset managers would arrange execution of foreign
agreements with counterparties to hedge portfolio of assets | exchange agreements for their clients to hedge the clients
held on behalf of clients. If such client assetsfall outside foreign exchange exposures and such foreign exchange
the liquid assets and ranking liabilities under the Rules, the | agreements are held directly by the clients. Where asset
foreign exchange agreements to hedge such assets should managers enter into foreign exchange agreementsin their own
also fall outside this section. Please advise whether the capacity, whether as counterparty of the client, they should
above interpretation is correct. account for the foreign exchange agreements in accordance

with the requirements of the Rules.

19. 53 Linklaters & The Rules specify three scenarios where the capital charge | Section 53 (now section 51 of the revised Draft Rules) of the

Alliance on introductory transactions will not apply: Draft Rules refers to introduction by licensed corporations of

(a) the other person is amember of the same group of
companies as the licensed corporation;

(b) the clients have adirect broker client contractual
relationship with the other person ; and

(c) thelicensed corporation is not legally liable to the
client for clearing or settlement of such transactions or
default by the other person.

Based on the understanding of the commentator, in the
majority of instances, Section 53 will not apply due to
market practice, i.e. the licensed corporation will not be

client transactions to athird party for dealing or clearing of the
transactions. The relationship between the third party and the
client would be one of the dealing or clearing of the transactions
described in that section, i.e. transactions in securities, futures
contracts or options contracts, or leveraged foreign exchange
contracts. The Draft Rules have been revised to clarify the need
of existence of either abroking relationship or a clearing
relationship.
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subject to the recourse of clients. However, since in some
cases direct client-broker relationships do not exist (under
Section 53(2)(ii)), we feel amore reasonable approach
would be if this sub-section is reworded to read “the clients
have a direct broker client or other relationship with the
other person”.

20. 55(1)(c) Anonymous Please advise whether share premium (redeemable) paid on | The intention of this section isto require the licensed
issuance of redeemable shares falls within the ranking corporation to include in its ranking liabilities the amount it
liabilities. would be required to pay upon redemption of its redeemable

shares. If the licensed corporation remains liable to the
shareholders to repay the share premium upon redemption of
the shares, the share premium should be included as ranking
liabilities of the licensed corporation. The Draft Rules have
been revised to make this clear.

21. 57(2)(a) Anonymous () Please advise whether alicensed corporation needs to The notification is required for the purpose of SFC's

report the financial commitments even if thereisno monitoring of the risk of licensed corporations and is required
sign that the beneficiary is going to draw down such regardless of the intention of the beneficiary of the
commitment. commitment.
(b) Please advise whether a back-to-back financial Notification is required in the scenario described.
commitment given to athird party at theclient’s
request and secured by client’ s asset in the portfolio
held by an asset manager subject to disclosure under
section 57(2)(a).
22. 57(4)(@ & | Anonymous If client assets are held by an asset manager in a capacity In the scenario described, the assets are those of the clients' and
B)(b) falling outside the regulated activities (e.g. trustee of a not the licensed corporation’ s and therefore would not be
particular trust), please clarify whether the assets due to subject to the notification requirement.
clients subject to disclosure under subsection 57(4)(a) and
(5)(a) as both assets and liabilities are off-balance sheet.
23. 58(2) Linklaters & The commentator would like to clarify whether section We do not intend to introduce any substantial change to the
Alliance 58(2) will require any change to the report on proprietary information required by the current Form 7 (Report on

derivative positions as is currently provided under Form 7
of the existing financial resources rules.

proprietary derivative positions).
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24, 58(2) Linklaters & The commentator wel comes the change in the reporting We appreciate the support.
Alliance cycle on proprietary derivatives positions from a monthly
basisto a quarterly basis.
25. 58(2)(b)(ii) JF Asset The commentator would request that further information on | The SFC has started to work with industry representativesin
Management the format of the required analysis be provided as the extent | designing the new returns. Asthe analysis of assets under
of the analysis and information required may affect system | management is only required to be submitted on a quarterly
reguirements. basis (in the case of asset managers holding client assets) or
semi-annually (in the case of asset managers not holding client
assets) and advisers and asset managers will be given a6 month
transitional period, we believe that the industry should have
sufficient time for making necessary system changes for
reporting purposes.
26. 58(3) Hong Kong Advisers and asset managers that are subject to the The reporting requirements on advisers and asset managers who
Securities Ingtitute | licensing condition that they shall not hold client assets are not holding client assets are minimal and such reporting are
should submit financial return on semi-annually as regard important for the SFC’' s monitoring of these firms' financia
June and December only. Some of the members of the position and compliance with the Rules.
Institute commented that this would create unnecessary
compliance work.
27. 58(6)(d) Linklaters & Both the declaration document and the FRR return to “be Please seeitem 28.
Alliance submitted electronically by means of FinNet”. The
commentator would like to confirm that as an alternative it
would be possible to file the required information
electronically via FinNet, and subsequently provide the
SFC with ahard copy signed by the relevant person of the
licensed corporation.
There aso should be afalback position if thereisasystem | Same as above.
failure, which meansit is not possible to submit the return
electronicaly.
28. Institute of Some of the members of the commentator have expressed In response to market comments, we shall not make electronic
Securities Dealers | concern on the issue of the immediate transition from filing mandatory in the Revised Draft Rules but we will revisit
Ltd manual to electronic filing of declaration and return on 1 theissuein two years' time.

October 2002. A transitional or grace period should be
given to licensed corporations in complying with the
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proposed provision to alow for more time to amend and
assess their systems.
29. Hong Kong Please consider the automation costs to be borne by small Please seeitem 28.
Securities Ingtitute | and medium brokers. The SFC seems to put everything
automated and never considers small brokers’ resources,
which include both financial and manpower. Submissions
of FRR in paper and diskette seem to pose no problems.
30. 60(4) & (5) Linklaters & Thereis no indication in the Rules or Consultation Paper The fees for application for approval under the Draft Rules are
Alliance how much this fee will be, and whether it will be a once specified in the Securities and Futures (Fees) Rules, which has
only or annual fee. The commentator also would like some | been submitted to the Legislative Council Subcommittee on
guidance on how long the SFC will take to grant such Draft Subsidiary Legislation for consideration. As consistent
approval, and what procedures will need to be followedto | with current practice, application fees will be on-off and a
obtain such approval. renewal fee may be levied upon application for renewal of any
approval which is granted for alimited period of time.
The commentator would like details of what fees are to be
paid, whether these are once only or annual fees, and details | The application can be made in writing to the Commission. The
of the proceduresto be followed in order to obtain such time needed for processing an application will vary with the
approval. circumstances on a case by case basis but the Commission will
process all applications as soon as practicable.
3L 60(5)(e) Linklaters & Under s60(5)(e), the SFC may approve a“changein the The materiality of the effect of a change of accounting practices
Alliance licensed corporation’ s accounting practice that materially to alicensed corporation’s liquid capital, required liquid capital

affects the amount of liquid capital or paid-up capital it
maintains or is required to maintain under Part 2.” The
commentator would like the SFC to issue guidance on what
it regards as material.

or paid-up capital will vary with the circumstances on a case by
case basis. In general, any change that will

(a) increase or decrease the licensed corporation’s liquid
capital, required liquid capital or paid-up capital by 10%
or more, or

(b) savethelicensed corporation from having to make a
notification in respect of itsliquid capital or paid-up
capital as required under the Rules, would be regarded as
material.

Licensed corporations are urged to discuss with the SFC in
advance their plan to change their accounting practices and the
likely impact on their capital.
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32. 60(5)(q) Linklaters & The commentator would like further guidance on who the Asisthe current procedure, application can be made in writing

Alliance SFC would consider as being suitable to be regarded as to the Commission for approval of a non-dealing director to
“another officer...approved by the Commission” under make declaration on the financial returns.
section 58(6)(c). They would also like further information
on the approval procedures and the feesto be paid for such | Please seeitem 30.
approval.
33. 62 Hong Kong The grace period of 3 monthsis proposed for the exempt We have amended the Draft Rules so that exempt persons will
Securities Institute | dealers and exempt investment advisers. Some membersof | only need to comply with the Rules 6 months from the
the Institute commented that the grace period should be at commencement date of the Rules.
least 6 months.
34. JF Asset The transitional arrangement on the grace period should We recognize that some advisers may not have the systemsin
Management a so be extended to investment advisers who are not exempt | place to calculate and monitor their liquid capital and
dealers. They aso need sufficient time to institute the accordingly have revised the Draft Rules to allow existing
capital and system changes. investment advisers a 6-month grace period during which they
will only need to comply with the net tangible asset
requirement.

35. Anonymous The commentator would like to clarify whether investment | The Ruleswill come into operation at the same time as the
advisers are required to comply with the Rules on the Ordinance. Pursuant to section 22 of Part 1 of Schedule 10 of
commencement date of the Rules or upon the date the the Ordinance, all existing investment advisers will be deemed
investment adviser being registered as alicensed to have been licensed under the Ordinance and will be subject
corporation. A grace period of 12 monthsis suggested for | to the Rules pursuant to section 53(4) of Part 1 of Schedule 10
investment adviser and fund manager. of the Ordinance.

A 6-month grace period will be granted to existing advisers.
Please seeitem 34.

36. Schedule 2 Linklaters & SFC should consider the inclusion of other exchanges, such | The SFC will regularly review the need to update the list of

Alliance as Taiwan Stock Exchange, Bombay Stock Exchange and specified exchanges. For the avoidance of doubts, shares listed
Jakarta Stock Exchange in the list in Schedule 2. on exchanges other than specified exchanges can be included in

liquid assets subject to the applicable haircut specified in Table
3 of Schedule 1 of the Draft Rules. .

Others

37. | Consultation | Law Society of | If the SFC proposes to stipulate mandatory requirements for | We appreciate the support.
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Paper Hong Kong ATS involving the novation of settlement obligations and
para.13(f) the provision of settlement guarantees on a case-by-case Whilst the details of the capital requirementsimposed on an
basis, it would be helpful if the SFC would publish some ATSin question may vary with the circumstances on a case by
guidelines on what it regards as “international best case basis, the SFC would in the process be guided by the
practices’. The commentator supports use of licensing general principles of investors and market protection, taking
conditions to achieve this objective. into consideration applicable contemporary practices in leading
financial markets and the risks of the operations of the ATSin
question. Please also refer to the Guidelines for the Regulation
of Automated Trading Services published by the SFC for the
principles and standards for the regulation of ATS.
38. Consultation | Hong Kong Some members of the Institute asked why the SFC needsto | The disclosure requirements on listed companies are subject to
Paper para. 24| Securities Ingtitute | know so much information of alimited company and not other requirements such as the Companies Ordinance and the
the listing company. The SFC should put more effort in Listing Rules. The disclosures required under the Draft Rules
monitoring those listed companies instead of licensed are important for enhancing the SFC’'s monitoring of licensed
companies. corporations' financia positions and the risk implications to
investors and the market.
39. Consultation | Hong Kong The FRR return requires segmental reporting for client The reporting requirements are important for the SFC’'s
Paper para. Securities Institute | assets, number of active clients, turnover, income and monitoring of licensed corporations financial position and
24 (c) expenses arising from different regulated activities. Some | compliance with these Rules.
members of the Institute commented that this would create
unnecessary compliance work. Please seeitem 25.
40. Consultation | Linklaters & The Consultation Paper states that a number of additional Licensed corporations will be required to report additional
Paper para. Alliance disclosures are to be required under the Rules, including disclosures in various returns, such as details of their
24(f) management fees receivable from or payable to group management fees income and expenses in the profit and loss

companies or related parties of the licensed corporation.
However, it is not clear from the Rules where those
disclosures are required.

account to be submitted under section 58.

Please seeitem 25.
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41. Law Society of The Securities Law Committee of the Society queries the The FRR returns will require reporting of management fee
Hong Kong new requirement to disclose management fees receivable income and expense in the profit and loss account. Management

and payable to group companies or related parties of the
licensed entity. Given that the FRR is balance sheet based
liquidity/solvency test, not atest of cash flow, it is difficult
to see what bearing this will have on alicensed person’s
suitability to remain licensed.

feeisamajor component of income and expense of many
licensed firms, especially for those sharing common resources
(such as office and administration functions) with other
companies within the same group of companies. Reporting of
such items would facilitate monitoring of licensed corporations
financial position and compliance with these Rules.

Please seeitem 25.
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