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EgWNKEUFE2HAEZTETNIERTESE  ROIKRBEERMZHE - &
iEMr PROCTERf## B iE 6l &= B & WY fH Bk -
Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

In fact, the current Audit Committee is chaired by a non-executive director. The
deputy chair is also a non-executive director, but the chairman of the Commission is the third

member. Two of the three members are non-executive.

e

OK?
HESER -

RELFELIEE - il A4 %~ » deputy chairman & non-executive
director......

Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

That isright.

HESHER -

7y = B2 o R A9 deputy chairman/Z non-executive director » #]1 5%

Audit Committeefy deputy chairman;z& non-executive director ?

HEEBEREIEREFEX L -
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(2000F RITXE(BEKRBER ) ZE &

% 3t & B & Y deputy chairmansZ non-executive director - % 3t &
T G RBIEAR I —EHEXETES
g EEENERZEGHE -
AHEEZES -
HEHIHKE ?
FE

H oo MMM A E R T -

Mr Andrew PROCTER, Executive Director,

Securities and Futures Commission:

Yes.

ZHE -

i R 28 1745 - A 2

\MH

o IR HFTIIIE B K 815«%

Intermediaries and Investment Products,

75 == g 2T B T $E 1Y 2 operating funds 2 ¥R i -

LE funds{ll - H & B & control » 55 2 75 55 E e 0 R &l 2

HEEBEREIEREFEXL -

LR RAPHEMRER -

Z/E -

g sz tits funds" W FR - =S

45 BT & funds 2 37 7 55 Bq
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R EAFEERESRFFH XL -

KREZRT2FHMEN > A THEENEE - ERAHRF
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F-FHEL EWMHEEMAEEMEMERE I - £RNERE AR
' AR EBHmMAES  BEREEGRSBAOMETRE

E-&

MR MM - RIENREINE - AEERE -
HEHA -

#4142 1" € 5 &4 3 Schedulesify 57 2
E-&

He A 7R & 57 5w Schedul esiy ik 32 - 3 75 5 & 25 C2373H Schedule 15 B
“Interpretation and general provisions' & 4> - & H B A E 2

HESHER -

B8 A Part 1 of Schedule 1, 25 C2373H & ikt “ associate” (5 B % &)Y &
FoEZER D - HB@) (b)) (c) (d)~ ()~ ()~ (9) > (h) ~ (N ()FKE E
EHP - HZ > 55C2375H 2 (K)FXETHH » “where the person is a corporation
» “associate” — F §5 “ each of its directors and its related corporations and
each director or employee of any of its related corporations” - f5 f % 3% +5

“each of its director” » “its related corporations” ki “each director of any of its
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related corporations” » j5 — R H 2 B MY - A0 - AR FHBEE"IEEE
15 “employee of any of itsrelated corporations” » S & 5% € & B9 &0 & 1~ & @ 1R
BB ?2"ERBE'NEREL AT EMILERZ - B EE & F # % %KY
BELEFBEEAN Y ZERENCFBFEEAEREN AL - A2 EERE K
B ZEENTHEESHERER ?ERY S5 B & EME ?

HMEEEREIEREREXL -

EoE AR E A RSB - 8 R R AR SR
Y WA SWE - BRI 2

\Y

Z/E -

Hugt R B - 7ERT 3 Part |11 A B 7% 7

HEEBEREIEREFEX L -

Z/E -

¥y - A0 R M H % A 5 5 8 B Interpretationfy &5 43 o M 3R 4 &
4 Schedule 2 » fF 1E 2

HIEEBA -

REALREMS — [ E - {£5 C2391H - F R “professional
investor’ (% EHE)WERE » £ (h)FXETHH » “professional investor” {5 “any
government(other than a municipal government authority)” » B[ 7 B¢ i b 45 -

PR A & R I A - By f] N AL EE T BURF 2 “Any government” N BE $5 A HE B EX
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e
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Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

| think, Chairman, it is really just to emphasize the fact that there are a number of
municipalities in other jurisdictions that are more or less appropriate to fit into this category,
but to generically use the term “any government” would be too broad. Thereisin fact anote
in subclause (i), a rule-making power; and the rule-making power is something that is being
worked on a the moment in consultation with the industry, for particular usages at
professional investment in the legislation. If it transpired that there was a context in which a
municipality of a particular type was appropriately to be regarded as a professional, it could

be included through the rule-making power.

HIEEBA -

B Al A PR UM WY ? R R TR — R ARG N o A0 R AR
TR A B T BUR R A B R E E 0 E R Al E E rule-making powerg] B Il A
R A BB T B - B > 5B ()T > “H % & & " 158" any government
(other than a municipal government authority)” - Bl A4 f@ B > {F — L [F i
T BB REEZERE B e 2 EE N #E - (E7EH M E 5N Al A
HEaFEM BN gEHFEL THME B N)RETH EXERE F"E any
government” o fii 5 H % UM s N E R BN B FE X R E S - HFF
AETEHMMIE N OEE " EEREE WEREN - EMET S E AT ?

HEEBEREIEREFEX L -
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PR B E N BEN A BUF R - BT BUST - a0 it
fEHRE  SEIGEFEMAFEREESE  HEERERBEAN  EK0
kS —ENEE - MRS AFEREFVEE - MR Z 200 R
gD - MRKMASEEROTERNFE BB AEEREENE
- ME®RGERANENE - B5 -G - Az 0EE RET®
e A IR GHEMEHERNLTE?

HAEEHA :

B HE N A EAE RS ET E K 2 By exception -

HMEEEREIERERELL -

CEANRE ENA T AS: A @ﬁ%EWMAE%Hzpﬁm%

BERER - HREXRREEETERNE - MR ZERE - AT

T 15— AT -

HESHER -

BT EZ 2 REZREDN - ER/RETEA - EiwESEISNEW0EF - &
EZERAER » I ?

Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

| think the difficulty we have is simply using a compendiousterm. It isjust, in our
judgment, too wide. | mean, think of the most notorious case of someone suffering aloss as
a consequence of derivatives dealing. It was a municipal government in the United States,

the Orange County Government, which was a good example of where a municipal
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government did not have the requisite skills to understand the risk it was undertaking.
Actualy it was badly advised as well, but that was the point of having those kinds of
safeguards — that the obligations are there, and they remain complete and intact, even though

itisamunicipal government.

| understand Mr WU’ s concern and question.  Our concern is not to open the thing
up too broadly, but to allow for extensions through a rule-based process. There are several
contexts in which professionals become relevant or could become relevant, particularly when
we come to Part VI in the rule-making power, where we will be able to differentiate the
relationship between an intermediary and its client, according to the sophistication of the

intermediary, according to whether or not it is professional and sophisticated.

That is the context and the way in which we would prefer to do it. Mr WU'’s
approach is an aternative. We just happen to think that our approach is the preferable of the

two choices.
FE

Municipal governmenty i = & [& 1 73 & 72 - B 40 B B & 2 26 o BUE
WA ERN - M2 A 5 H R 7 JOE S O 2= A7l F R E M E

HEEHA -

ﬁiﬁ’ﬂgﬁ%’ﬂﬂ%—{ﬂtﬁ’ﬁ§ N S N = R - - S ]
1T R E N EE SRR AR RGBT IRE o Ry A M 5 R B AT B AL
T@%mﬂtf”ﬂ%k{l K2 A0 B P M R R A B B T BUR E R IE 2 K
& WA A E i rule-making power » EH # 5] B A B 1Y T BUR E Rl IF H 3
AE - KR REMERT -

fﬁFF

il

Ke
)

Z/E -
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Rt 2 - K2R R M R 75 50 9 1y TR 2

HEE#A -

H oo BB MUER IR A AR HEE - BUF Il DLSE Bl B — fE county i 8
EH s R E RO ... ...

ZHE
7% countyilf: JE — {E il /)\ B county -
HEEZER -

...... il $& £ 5% county 2 R 5 Fr 15 | Ay advicestE T & - W R [E I 255
FHEE  EEFEBRNLERE —LEMERETERS » #ERMWBEFT
MAEBNEEREHNEHBE > FR—HERBRENRN  ABEALLERED
R

fﬁ

Z/E -

HAEFRAER ?

Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

Mr Chairman, perhaps | should be clear about this. | am not sure if there is any
misunderstanding, but nothing in this provision as it operates in the substantive parts of the
legislation would prohibit or prevent a municipal government undertaking any kind of
investment that it wanted. What it is about, in effect, in that context, is the intermediation of
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that investor, whether or not someone could go directly to that municipal government, without
using an intermediary or without fully complying with disclosure requirements, for example.

It isabout layers of protection. It does not prevent them undertaking any kind of investment.

ZHE -
OK - 3% {34 £ & % Schedule 2 -
K EREE -

HESHER -

BA ik Part 1 of Schedule 2 - HI 45 Fd 38 5 & A AH B L — &0 93 » & (L th
13E - 25 B gy I BF B3 644 executive directorsk; 644 non-executive directorsif
B o th it 2 3 > executive directorsEd non-executive directorsf A g kA [E o L
FEFERTH EEETREM®RER FSARK G JEHTTEEN A B
TEENAEEZ  REEBERFACRETE — 8 52 E?S £ executive
directorstil non-executive directorsfiy A 8 S E{F HH LBy 2 R B FEF 3 ( 85
BRI ESR ) WEEFR > REEBEFEGEEMEE RET > BT
EEOANE ESDARBEIESFTESZENABMERA ?

THE -
8 of o7 f' ] A\ U E 5% /2 “uneven number”
AAEEZS

R & B & — 4 chairman - [A it H f gl B #Y A %2 “uneven

number” - R 55 2{5% » “Half of the members, including the chairman, of the

Commission shall be appointed to be executive directors of the Commission
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and the remainder shall be appointed to be non-executive directors of the
Commission” - & il zk =t » A B HFHF 124 5 & » H F 644 {F 2 executive
directors» H g5 654 £ non-executivedirectorse 1 £ FH8YL ik & » H 444 (F
£ executive directors s H 5444 £ non-executive directors - A » L B FSA
W16 DLk A 2 58 B - RIS IR AT ke o Ml 7 #£ 45 114 non-executive directors
K 3% executive directors- #1 = 7 » executive directorsfy A #f & non-executive
directorsty N\ =0 —  -HRE(FEF LW EGRAIER ) h > FEEH
HHERNEN NG SEEE2EFRBEFSANKE N R FHTHE
HRIEHATE SN BAF H R E) 2

TR
EY. &

B BE 24 1 6 1) 4 5 o HRSE BB A2+t P9 8 25 76 S 1 1 2
5 -
HEHA -

BUF A& &M - ERE S5 EEHKH ?

Bk

HEEBEREIEREFEXL -

RS REEERBE  ANRNEET R MEAET2EM M
MR fE - BEEGEFTEELSE > RMABEGRITEFEIFRTES
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Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

It is a combination of things, | think, Chairman. Firgt, it is obviously enough
connected to the quorum and this coincides with the four for a meeting held face to face. It
Is also recognition of the fact that particularly the non-executive directors, but aso the
executive directors, are very frequently out of Hong Kong. It would actualy be quite
impossible for al Commission members, executive and non-executive, to be in Hong Kong at

onetime; and | think it isjust recognition of that.

If you were to make that a prerequisite, that all Commission members had to sign a
written resolution, it would significantly undermine the utility of this section. The section is
used not often, but generally for straightforward matters. It has proved to be very valuable,

and the administrative approach is that if anyone has a concern, if anyone is not prepared to
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Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

Chairman, we are not drafting the provision to deal with conspiracy theories. Itis
avery straightforward arrangement which exists at the moment. As Mr LEE | think rightly
points out, there is a capacity to contact people in other jurisdictions or outside of Hong Kong,
using technology; and that of courseis specifically provided for in clause 24. Every effortis
made to do that. Sometimes it is just not possible to do it. The use of this provision,
notwithstanding the observations of a legal adviser, is actually not for highly controversial

issues.

It isfor very straightforward approval of things like minor amendments to the rules
of futures exchanges, and those sorts of things; relatively uncontentious, because as | said, as
soon as anyone expresses a doubt, if anyone requires or asks for a discussion of the topic, then
the administrative practice is that it convenes before a face to face meeting. The intention is
to try and facilitate straightforward approval of straightforward matters through a written

process, without having to have every matter referred to aface to face meeting.
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WRFEFELE AR PNERF - EHAFESFAHERFIRAERNS
GEME Y HME LT AR A G HEFFERM - RRERNZEZPE - Aleed HH
PLFEN  MEHEZERMRENVERT L AESTE - MBETENESARE
7 L B G B %k B R R AYSE A - Mr PROCTERH| A 28] - T E EFH G
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4

Z/E -

B XARARTHEEME -

Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

Mr Chairman, | should just say, in the context of Mr LEE’s comment, that | was not
for a moment suggesting that he was drafting according to the conspiracy theory. | was in
fact agreeing with him about that approach. | understand Mr HO’s point, but | think there is
also a distinction to be made between the SFC as the statutory body, with members appointed
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in the way that they are. Contrast that with the whole range of companies that are the

subject of the Companies Ordinance.

There is a distinction. Under the Companies Ordinance you have to draft
according to not a conspiracy theory, but a concern that some companies will be improperly
run, inappropriately run, and there are no other safeguards. | think in the case of the SFC,
the same presumption does not apply, in fact. It is not like every other company. Having

said that, obviously you have to rely upon the integrity of the process as set out.

| think to insist upon every member being notified or there being proof of
notification in advance of the written resolution would undermine the utility of the section.
Bear in mind that every member becomes aware of every resolution, and that at subsequent
meetings minutes of every resolution are of course provided to every member. So thereisno
guestion that notice is given to everybody, and as | have said, and as the section makes plain
through its drafting in subclause 24, technology is available and an attempt is made to contact

every member.

However, if a member is walking in arain forest in Guatemala, there is not very
much you can do to be in touch with them. There are just some limits. There are some

circumstances where it is not possible.
HMEEHGREREREX L :
MR A EFH AT -
BHER BN E TR EHTEEFREREENMRLIELX L -
ZWMER  FEHLE BEEHEMHEFLMAKAE - FERAE A

+
RREE2UR N ERE BN - WEA AR - —fkk#R > EEgGEFART
—RE#& - AR - WA gER — L HEE R EKE [ Commission[d & - 7F &
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ZHE -

FRHFENWERCEEE & - MERERETW - REAH B

HE ERECBR(LAFGRN ) " -( A=A ) 5T - HiEiR
mHAHMMAERERE -

T
HALERFAZERFREHEENER -
R # A -

HWELC#8 -

Mr PROCTER] 4 /R fe 2] — 88 » i@ — £ EFEFH B E B R
contentious Wi i FIE K HH ik - X R ENE R LR G EHEE —E -

Mr Andrew PROCTER, Executive Director, Intermediaries and Investment Products,

Securities and Futures Commission:

Chairman, |1 do not know quite whether we have been talking about the section
from a point of misunderstanding. The position at the moment in respect of these written
resolutions is that everyone in Hong Kong is expected to get it; everyone in Hong Kong is
expected to sign in favour; and if anyone in Hong Kong is not in favour, it gets referred to a
meeting; and that is what | understood the section to mean. | think that is what the Law

Draftsman isintending it to mean, by use of the word “resolution”.
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S0 just in terms of Mr HO’s question, it does not actually arise in the sense that - -
if that is what the section means, then everybody does have to sign in favour. If anyone is
not prepared to do that, then it gets referred to ameeting.  So that iswhy | did not address it
by suggesting any need for change — because | had understood the section to already provide
for that.

| understand the Legal Draftsman thinks that is what the section provides, too.
SR EZREHREEFFHKL -

R N A E RS - KRR R SCER L IRER — 5 - 2l A 12
2o mREA (ARG ) Bk - FRAYE 2" Resolved that: (a)......;
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