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Audrey.

Hon Audrey EU Yuet-mee, SC, JP:
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Thank you, Chairman. Chairman, before we resume our vetting of the Bill, can |
just say for a matter of record because the representatives from SFC are here, that | have
written to you, Chairman, to put on record that | have been instructed recently by SFC to give
some advice on some interpretation of provisions in the current securities law. Normally, of
course, | am not supposed to disclose the fact that | am instructed by any particular client but |
have obtained, in fact, the consent of the SFC and | have also spoken to Mr DICKENS just
before we came in and he agreed that | am allowed to disclose the fact to this Bills Committee.
Thank you.
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Mr Gerald D GREINER, Senior Director, Supervision of Markets, Securities and Futures
Commission -

Chairman, clause 80(2) says that in relation to transfer of function that it applies to
afunction of the Commission under Part XI1 other than 236(2) which is a rule-making power.
So it is very broad and it seems in depth to delegate all of the functions except for rule-
making. | would anticipate, as | mentioned at the last meeting, that in the beginning we
would delegate the minimum amount possible until we had gained experience with the
company so that the SFC would keep the bulk of the money and | expect that our Chairman
and non-executive director would continue to sign the accounts and, once experience was
gained with the ICC, those could be delegated but, as Miss AU said, that would require a

transfer order from CE in Council.

Perhaps | could add one more point. When we consulted the public, there was
quite a body of comment asking for an independent company for the Investor Compensation
Company and that is the form of the ICC. So part of the design is for the additional
company other than the SFC and for it to operate efficiently some functions will indeed need
to be delegated to it.

Deputy Chairman:

-a- Friday, 22 June 2001
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Isit right that the problem is that such function is a responsibility which is that of a
trustee, which generally as a matter of principle law, is not delegable. But under the

Ordinance it is delegable so there seemsto be a contravention of the usual legal principle.

Mr KAU Kin-wah, Assistant Legal Adviser:

Thank you, Chairman. That is one of the points, but actually the point | wish to
make is more generad —— Part XII is not complete. We are not in the best position to

assess the adequacy of thisdivisionin Part 111.

Deputy Chairman:

To deal with the first question — the question just asked —if that is the situation then
we need either a change to make it non-delegable or we have to have some pretty stiff reasons

for not doing the normal thing.

Mr Gerald D GREINER, Senior Director, Supervision of Markets, Securities and Futures

Commission:

If 1 could respond, please. Thank you. We had mentioned before in a Bills
Committee meeting that we would have a draft of the rules for the ICC, the SFC rules and the
transfer orders under this part prepared fairly soon and make it available to the Bills
Committee to see what we have in mind for transfer and that might help. | take Miss AU’s
point that these are really bare-bound provisions here and a lot of them are in fact being rules

and transfer orders.

Deputy Chairman:

When will we be able to see that?
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Mr Gerald D GREINER, Senior Director, Supervision of Markets, Securities and Futures
Commission -

In Part XII.
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Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures

Commission:

| do not think the situation would arise.  If it did the first line of defence would be
for us to reason with the exchange. If reasoning with the exchange did not work — and
remember the exchange is supportive of this scheme; we worked it out together. But if
reasoning with the exchange did not work, technically we have powers which would amount
to compulsion. We could draw up suspension order and so on but that is a very extreme

scenario.

Chairman:

Gerald.

Mr Gerald D GREINER, Senior Director, Supervision of Markets, Securities and Futures

Commission:

Thank you, Mr Chairman. Perhaps | could add, when we proposed this we had in
mind that it would be a voluntary co-operative effort and did not contemplate a compulsory

hel ping under the section.

ZHE -

KB ENREECRERLY - HEROBERERICCAT - AT
MRAIEA G EHRE » MRS ERESGE - BRBEES
BHEZEEOEM - ICCERKEBRIE LFENAF - NRICCHFZEH
bt & (F - HAEAS & E

-9- Friday, 22 June 2001



© 00 N O 0o A W DN P

W RN NN NNNNNDNIERRIER R B B B P R
S © ® N o O NP O © 00N O 00 M W N P O

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(RGP EREMZNR) ™
(2000 # ASF (fSFIREBERX) T HA

HEEBEREIEREREXL -

EFERE - FNEZEEERENGE -
-3

EHY -
HEEBEREIEREREXL -

fRoRER HHERFEMR - EBENG CHBEENE I EET - HH
GROIE=mE A HEr AN - EESHAERMAME]  JRlE<H
il Bt & (F o 20074 Mr DICKENSTE 2 - 3 (M58 R 35 35 (1% D 19 1
FHMB - MRENWHBEEROER £ E0HESF  HERBHEERBM
i LR REEM L AREENER
-4

HRNFEBME - REAFRAME 2 AR RA A - B HGE FRAY SR
ARARE? R RAHE - BE 2% 06K AN PR - MR RHE
MR FZEEHETH - AR ER B LRI h AR - ERFE2GREH
g RSN T —— R W@ A - & S B BAT R R IS
HEEERREERBEEXL

# o H 92/ 93 2 AT WY AP -

ZHE -

-10- Friday, 22 June 2001



Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(BEWHCHEFDE) »
(2000 5 A ((SFIEFE L) THA

EIMA T 92(3A)K -
BRI EREFEXZ L
HE  FEHRMEHMAEGH ERERES - GERATIEDR - 87359

2 D010 RTS8 B 1 %2 B+ L 5 6 43 1 WK A 14 T BT 5 A 2 -
FiDVRFRBENAEHS  EEASEER—% - AEEE LREH®

© 00 N O 0o~ W DN P

NN NN NMNNNDNDER R R R R B B R R
W N o000 R W NP O O© 0N 00 W NP O

W N
o ©

B o

Z/E -

——Suspension orders -

7 % 75 38 R

HMEEEREIEREREXL -

BE R ERYEREES 15 93(E - Additional powers of Commission

AR L - Al BEFSERERE R T - 4 & HiE L
T -
-4

IR E B E s

ENEEEYETAES - I

HEEBEREIEREREXL -

Z/E -

N

it

g JH 1

NARBETGHES  HEE.....

-11 -

Friday, 22 June 2001



© 0 N oo 0o A WO DN P

N RN DN NN NNDNER B P B P P P PP
0o ~N o 0 R W NP O © o N o0h W N P O

W N
o ©

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(BEWHCHEFDE) »
(2000 5 A ((SFIEFE L) THA

HEEBEREIEREREXL -

B ERHEESE A G RAITHRAE T EAHET] - KA 1S EE
RO BRFELERT - AR 8917 B A o] 8 fEHE (F - A2 1R AY I ]
AN EEEEIICAEEER  BHEAREENAR TS A LRk EEE
WAERE NREERERLEHETERTS  HREEIIDUMEHR 25
EAE  BESMITERIE ENNTERTOME T4HEA - IESEES
AT R NN X vk

THE:
THERE
FEHFZES -
Mr Chairman » 75 B I & 47 {% /2 1~ o] appeal () - & 1§ 2 % 58 B & /& R

SE K By power - A< AJ appeal - SE {0 2 & BHE 2

Z/E -

FEIS A 5 R I A B R E A] & appeal ?

HEEBEREIEREREXL -

A B R E 2] EEREY -

Z/E -

...... &N A bR Ay IE 7

-12 - Friday, 22 June 2001



© 00N OO o b~ WDN P

W RN DN NN DNMNNDNNNNDNERER R P R B R P p R op
& © ® N o O R W NP 6o o~ oo M wN P O

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(BEWHCHEFDE) »
(2000 5 A ((SFIEFE L) THA

HEEBEREIEREREXL -

R BB A2 DA kB fE H EF R -

Z/E -

HIr M e 58 E MR EEn LLm Securities and Futures Appeal
Tribunal £2 i EEFAYNE 2 B AT § & 2 3] appea (Y Z HE 1y » 215 2

HMEEEREIEREREXL -

HRBINGRZBOERENREN S - AR ZBR AT 7 EHFRE
BATHZ R AT #E N AR LEFH -

ET-&
5 ] 9 % B
FEHFHS

Al 5 fn A subject to appeal” By FHRWE 2 K F 38 & 70 52 =R H I K b
ATHYERE -

HMEEEREIEREREXL -

H 19894 Fta 5 E A Gt LAZK » SRR EM 2 AT B Ay - R
I8 FIF B R E T AE R AT IR A BT o BT TR A $E H A B o £ 904
R - EEGRREZG IR ETNEAEE BRI ESRTF
M2 - WBEEE NERITERLIE - RAFHR > EHKRGFESEIEL

-13- Friday, 22 June 2001



© 00 N oo o b~ W N P

W RN RN NNDNNNRNNNDNDERERR 2 B B B B B
S © ® N o0 O B W NP OO o N O o0b W N P O

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(BEWHCHEFDE) »
(2000 5 A ((SFIEFE L) THA

fEaBiARE - M ROIASEIN - FEEELEE N T A DUGER
EEMES - NEBHAMBEAFAE - LRBAHESER  DIEINEHES -
(& 5 B8 F 35 LE T2 2 A 1Y ] g 5 B - BEF AS Mr DICKENSRHE % 5 B 1Y 7

LA °

B ERIRAER  RHEITENERB LR EHL - I
BREHMER -

Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures

Commission:

The situation has only arisen once and it was a situation described by Miss AU
where one of our executive directors was seconded as chief executive officer of the Futures
Exchange for a period. The exchange has not raised any problems with this and | think the
reason is that what happens is this person is performing executive functions within the
framework of the exchange's own rules. It does not change the exchange's rules. It
changes the person who is doing the job so that they have still got al of the rules they made;
all of the procedures apply. Itisjust that a different person is doing the job.
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Audrey.

Hon Audrey EU Yuet-mee, SC, JP:

Mr Chairman, | am just looking at section 93. Mr DICKENS says that thisis just
changing the person but not the rules. | am looking at section 93 but it seemsto relate to the
suspension of functions of the board of directors, functions of the directors and functions of
the Committee. That is what is being suspended. Where does it say it just changes the

person?

Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures

Commission:

| suppose we could do it two ways. The only time we would use it is to replace
one person with another, so we suspend the functions in that particular case — the chief
executive officer — and provided that they should be exercised by another person. If you
look at sub-clause (2)(b), it gives you the power to have the functions performed by another

person and that is what we have used it for.
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Hon Audrey EU Yuet-mee, SC, JP:

But, Mr Chairman, that — sub-clause (2) only comes into play when you apply sub-
clause (1) and sub-clause (1) talks about suspending the functions of the board of directors.

Isthat not right? And then when you suspend the functions then you put somebody in - -

Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures

Commission:
To exercise them both.
Hon Audrey EU Yuet-mee, SC, JP:

It seems a very tortuous way of saying you can change the person. | mean,

subsection (1) clearly talks about suspending functions of bodies in the exchange.
Deputy Chairman:

Mr Chairman, put it simply, if | am the person concerned, doesit mean that | just do
not get to perform any function but | still can draw a salary and all the benefits and so on? |

mean, do | draw them in place so that | am just sidelined, so to speak?
HEEHGREEREX L -
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EFE o HAR RAFERGINER > FEHE - WA EE - EH
MO RZHERMENEN N & EH - FFHEEHEENR S E S a5
Tt - BRCE 3 R G E R E THME I JH S A 3Lk B R B AT ) B RS O H A A Y

HMEEEREIEREREXL -

7 1 05 0 76 A B B R B 1 B OBHE A (V)3 - AR - B B
B S — SR G o A T REE E R - B BB S AG P
BRI R - SRR E BIRETES o KB BB - R R R B
EARME  RAGETEFRT  THOHTREERBEGE LY
3 eft— (B 8 o {7 HI 52 A -
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H

L EY:

HAEE - BEES o fE B 6 H HI B E R IE 2

ZHE -

BRI LGN EZ - MR LA EER -

HMEEEREIERERELL -

% (8)(b)FX & ] » “the Commission shall publish in the Gazette and

publish through at least one other medium a copy of the suspension order...”

Z/E -
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"FrREHPEM. WFER 2EEEEEMEER

EBHEER -

AR - ERE o AR (@) ~ (D) () Z BT HY A2 7 B A » A" G B
GAE M AR IERE <" - PIA0E" 5t A 5 % & A3 0] i 82 A
@i s EEEN” "M EZAMERE R &R FHILTERE - BI0ER
mET R Ha 2 Al DULERN() ~ ()RI(C)HE B H A - f 7] {F i
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HMEEEREIERERELL -

75 & F rf SO R A MR R A O R
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HFREEREHK L -

FREE o ERLTRAF LR - A 2 “Where the Commission is
satisfied that it is appropriate to do so” - Bl % BB & 20k » 5 H(a)5k (b)
8¢ (c) » FETT B i By B E - 38 G (F 0] Lg% Y — TH suspension order - H[I#f
FEITS - ZERPXARGH - METXENERZELARX - BURBEEE
MEREEFERESE > FALEHYIERES BEBCKSE LR AE - A H
MEERE: BEFNEMEH —Ha < > B2 (2) 5 A % & KR89 F 4 85
ARFmMEREEN  FHEEEZIARR > BRI EHYERES - H
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BEAHA -

FEHE - ENBERTEEAME - FO3MFE EXABEBN A T2
“Where the Commission is satisfied that it is appropriate to do so” - “to do so”
E3EF 2 PEPETE o B Z"“issue asuspension order relating to all or any
of the following” » £2jg (f 2 55 (i) ~ (ii) ~ (H)A(IV)FK » [P A2 FE B &
MEM..... 2EERN" - #EFHEERE? 2EERE —Ha<  HAKRSA
THHEHm < EEM - ARMT » TR B FFEE -

RAELE > PXANSREZE  IREEGR ML —Ha
W EETEGEL NV ER - MRCANREE - RERE
H—Ham < EH TN EBEESEN  EEIEFFEHPEET

HFREEREHK L -

ZHEwe A SRFIRMFHERE? BRREIAR - IREEG(E
A~ i 2 B satisfied?E /£ bl () ~ (b)FI(c)ry & W - 38 B & 16 7 & I 2 =] =]
Rtk a8 M —EHB LTS EAYar < IE AT 4 $2 H 7Y suspension order
relating to all or any of the following” - Bl EH (ERE S 2 FLL TN A
BECH R —IHEY - FRPDAR AR FEE S BRI EZHFAER > & HE D
N AT A BCE A A AT B RE A RE Y E B RE 2

EHaRES -

KHE  BERERMEMAGFE NFBFEEFRTLANEBEE T E
HEWIE > WERMME HERER - ABEFE - HRERFMEFREEM - 2
B BRI ek - B & DLUEE TR H B suspensionfyy fif F 58 A & 12 1Y R &2 2

WEBHELRZBERHBEEELE -
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B fb o ATREFAE — A TE TR TS - BB Han 2 98 % 2 A 1E 55 93 B 1R
SRR e S8 P EEE N EWRM T o EERERMNENEREES
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BT EESE - 47012 Audrey.

B
I
3
ﬁllili
il

FREE —&F ENEFEERL  ERXANEUTEREL - H
H SR A g I AE S (@) ~ (b)Y AT (C) 42 H "l " — 5 » BN ISR E -
E'RPEHH -HEHa S B SCRNEE > HIBREHEE"NFIE - DI
BRZ3EE I - LA E FH — B o Bl -

-21- Friday, 22 June 2001



© 00 N O 0o A W DN P

W RN NN NNNNRNDNIERRER B R B2 B R R
S © ® N o O W NP O © 00N OO0 M W DN P O

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(BEWHCHEFDE) »
(2000 5 A ((SFIEFE L) THA

&
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EET &

EE RS SRR -
&

HEE - REHNFRBHRERFREHE ? G 2HMK - HEE

MR A LA » AR A M » #2582 H 70
i oy R SR #T T AT - BPIE

HEEBEREIEREFEX L -

B B B 72 A 8 2R S -

Z/E -

B 5k -

fr B o 0P SR AMT Y G R 1S — BE T o FREPE AV — (E R EE - H

Automated Trading Services» B3 A —([HEBEHEN - B E 2

HMEEEREIERERELL -
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HRARESR R AFMITER -

ZHE -

bff #2658 (h)TH - 4 LRSS C2453H -

ERYEZEERELSHRESLE -

AR C2446 H R (L & -

ZHE -

p=q1{y

AR (M E : 55 IER - MEEBHE R T HEMEATS #
FHEFHEBEN  -BER FIEE—FEaENHE - HEHRE —FEEE &
MRAIMERS - BHREME HFFEMAE T EEE R JHATS?

HMEEEREIERERELL -

AHE RS TR R B 0 Ak 2R R E Y B FR M
DICKENS -

Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures

Commission:

They would in fact be published on our website and avail able there in the same way
the licensees are available. Thereisno legal compulsion to do that but it is something we do
so that there is an easy place for investors to find out. The other thing you can do is
inquire — or you will be able to inquire on our hotline and we will tell you whether or not

someone is authorized.
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EREERSEEES —KEH - (BTG G ) HiE 5k
i O 52 255 (8 A 0 2 IRAR By € B 522 5 R B ) Bl 1 & AR 50 5 e AR %
A SR MEZEGIETM BB B EEE R I N A A b 38 siEE Al iE
LR - AR EPI 2 -FE T8 » FrllgEa o hiRM A - HEE R
MIERE R IR E2HAM LI BEFERXHEES N2 HEEHETLE
MG R ERFEYA BB » READIFERZ2%E -

&

ZEMMERBEEBEHEE ENEXR > B AME —HE T
# > Al B H o0 2= ¥ #lauthorization + withdrawal - suspensionZ% » Fff DL 0] fE 28
HHARE BEHRAEEAGRER - G2 MAFEEE - Blregulatorfi il £
statutory obligation - fEF{EE ¥ ~ » HB LIFHHITSDE T - i 1£ & &
&l 16 &~ - F B T {F {8 72 & Commissioni {7 - Commissiongk ;& /5 | B A
obligation /& & & HY 7% - 58 i Commission{ll fff 5 HY = [& » A #5 condition of
authorization - suspensionfliwithdrawal (JIF [ HFE R 2R TE - MHE AR
fEwebsite - - R] L2 B 2 B0 E K o R ECET Al BLE 7 H B EWF 5T - 7R M

] DL 22 % Electronic Transaction Ordinance -

HEEBEREIEREFEXL -

IFHY > ZEER
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REHFBSBHRA A MHE ?
EIEE :
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FEEEOPRIE - 5B 3E XAt 2 “Where the Commission is satisfied
that it is appropriate to do so, the Commission may” » Jfij H1 3 A&t & 2 JL
EEEEM.... o WEE S R MAEEERE -

T

KRG H 5 OSBRIy R XA 1R A [ 2
L EY:

A8 A0 73 [F] Bk H B RS KB RE B 5 T -
T

F5 960k - MO E LG TREEFRAWENE - WHEEREL —
EaEr o BFRFMEREFSEERIFA - EFEHNEZRBERE 2 ELH 00

2 & ...such information and particulars as the Commission may reasonably
require” o 15 Hfth B 1 7 AR B IR EATSIR B - 38 ik R 40 RE 49 1R 15 42 b
KGR EK -

HEEHERREERBEEXL :

ZHER  HEKXRMEEZED > HHERXGRMNEFERATES
b INREAEN EEEREN Pl EAERSREE (B » M E#E
& “shall prepare” - Rl.LZH fiE i — L8495 5] - k5 Mr DICKENSHE # 38 J7 | 1Y
TESR B RE D -
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Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures

Commission:

We published a consultation paper on the draft guidelines in March 2001. We have
received comments from those in the industry who are interested in this — | cannot remember
exactly how many; | think there were a dozen or so. Under the guidelines we set out all of
the information we would normally require in an application but we also say that we would
want the applicant to come in and discuss the matter with us because these ATSs may differ
very greatly one from the other. It catches almost anything it does, transactions through
computers so they could have very different business models, very different requirements.

Then we would basically ask them questions and flesh it out that way.

But in the guidelines we have set out all of the routine information that should be
provided on applications. That has survived public comment. People thought it was about
the right sorts of things to ask and the sorts of things that have — names, addresses, contact
details, biographies of directors and key employees, qualifications and experience,
information about substantial shareholders, financial information for the corporation,
description of its services and facilities and the business's intent to carry on, description of
hardware, software technology, back-up arrangements, testing plans, description of intended
users of the ATS, how it will be approved or disapproved, suspended and so on, copies of
related contractual documentation because they will be quasi exchange participants and they
will be regulated; copies of rules, procedures and any other documentation that governs the
use of the ATS; description of the fees and charges for using the ATS and a submission, in
effect —we call it a“description” in the guidelines — of why the ATS is consistent with or will
promote the principles set out in the guidelines, and how it will comply with the standards of
practice that we have set out. It is alittle bit strong to cal it a “compliance scheme” but it
actually has to have turned its mind to the standards we lay down and come up with a means

of satisfying us that thisiswhat it will do to comply with those standards.
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Now, we are in the process — we have already drafted the consultation conclusions.
Before we went final on them we thought we should at least go through this process with the
Bills Committee but we hope to make the consultation conclusion and the redrafted guidelines

available very shortly, within the next 2 or 3 weeks.

Z/E -

FE R - FREGH RS BL & 1 B% A “reasonably require” iy F iR - T R H
# B & o] DL publish guidelines - DL T BH H 5§ & 78 In) 38 BE & $& fit WP 4t
information- MHEHETFEEE THEFEEE - HEREEEEKRE

8 b guidelines s 21 2

L EY:

iﬁ’ﬁ$@%°ﬁ¥%%%%ﬁ%ﬁﬁﬁ%ﬁﬁ’ﬁE%%%E
FHENXR  FHAHAEEERERTEE D AN REE I EERE -
ERZENT BRI FEEAALESE -LZEH %ﬁki o Ry il E
et T EEER  HEEIGAHEREHAINER - EFHEERALRERE
mETEMMZ L EE  EIREETEMNEN 5 -

HEER  E—KROBRT - BOORNEEEL 2N GHA - 5

Pl eiE o hieF S G L HE MiES] - mEEK Eﬁ%@f%ﬁﬁ
A ER - TRERNKELEZ  SFENHINRERE  EB2RIIEHES
HREEHEE HHFEEIT I ERIGEEERE ﬁEAiﬂﬁﬁiﬁﬁm
EE - HEEANGREEETE REETHREE" - Tl - RIEE

%FﬁB*AW%%%%EF°&EEE$E$%§E@M&’@ﬁ%R
EEREESFARHAIT AENWEE -

ZHE -
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REHFIORMNP XA ZFTRA HAMER

HO7e - WHIACHRE - MRBEGHAKEEELMHEER > LE
o HE B FK - TEMG UG b4 88 58 AT R e 1 -

B OTHR HY th SUA -

5 98f6c ——Withdrawal of authorization -

rEHHER -

TR BBHRELDXEITHNEEGFEEME? REER2ER >
= CB(1)1468/00-01(01) 5% > 4 55 143 H & B L A &8 43 « “...it may, by noticein

writing served on a person granted an authorization under section 95(2)” - ;&
343 14 & E 2 grant an authorization» 5 /2 served on a person who was granted

an authorization ?

HEEREGFEREREXL

AR FEAAE
FrEMAER

55980k 28 (1) 3K - B 143H S 3T i R A 70 HY % (il &~ + “...it may, by
notice in writing served on a person granted an authorization” - &5 &FH M

& 7 A {E By g 2t may grant an authorization” & 2 “it may by notice in

writing served on a person who was granted an authorization, ...withdraw the
authorization” ?

HEEBEREIEREFEXL -
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A H0 AT OF R

ERNEZREREELRESLE -

HE AW “may” & JE 3% 2 B2 52 55 144 H “withdraw” Y £ IR /Y » 117 “ by notice
in writing served on a person granted an authorization” B & & 5 ! i& {[ 38 #1
R EAMIE AL - AR ANLEZERBEEISQMC K ESH U A
+ -

=

rEH

A = B 2 “who has been granted an authorization” » ZIE ? N4k

“served on a person granted an authorization”;g &) - & K B a7 ¥ -

ERNEZREEREELRESLE -

iz

HATAT LA AGE 8y - HEE R » £k BB 5 E DL

B
I
13
ilill‘.t.
il

BEERBEE QK - JNFEZEI - “inrelation to a person granted an
authorization”;g ] +7£ 3% B A B & % -

S EE -

T BB KRBT E EAER B AL “who has” iy F iR - IR
RELLEEER  -HE > RMEUNERELFD » FEEERMECE
75 ¥ 44 % — 2 subordinate clauses - {H %] 5 & 0% &K 4 subordinate clauses »
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FLANTHE - RERE - REEEAEAHE - EFRME ] ZHEER -

ZHE -

Withdrawal of authorization® 1~ 1] 7 a0y » % HE 2

Miss Au King-chi, Deputy Secretary for Financial Services:

I’ll ask Gerald to lead us to the right provision.

Mr Gerald D GREINER, Senior Director, Supervision of Markets, Securities and Futures

Commission:

Mr Chairman, it is appealable to the Securities and Futures Appeals Tribunal.
EE -

55 981 HY H SUA -

755 72 5 99k ——Rules by Commission - ¥f f2 & 5 » 2o — {E [4 &E -
ARG A FE 7] & 3R (2) () FFrf8 HY 16 ¥« “require a person authorized
to provide automated trading services — (1) to take steps to avoid conflicts of

interests, and specify the steps that shall be taken in the event that there is a
potential or actual conflict of interest” - ;E X FTIEM & B2 EFEWIZE N 2

HEEBEREIEREFEXL -

5 Mr DICKENSf#E £ -

Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures
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Commission:

It isthere in case an ATS develops to the stage where likely exchange is becoming a
public utility and because it is adso a profit making business, it may have competitors and
business collaborators who are also users of the ATS and, therefore, we are reserving the
ability — and | may say this is a situation in the future; it has not happened yet — we are
reserving the ability to make the same sorts of rules we already have in relation to recognized

exchange controllor.

Now, the sorts of ATSs that are so far talked to us — it is very unlikely that this
situation would arise, but we need the provision in case one of them genuinely becomes a
utility.
ZE

AEsEmAr - S BFRAEHE?

FOOE - KEHEHPIAF R AME?

#5100k - REHEBGRMWFPFXAEFREME?

MRZAREHE » A ERD 5 - BUFfEnote 34125 » & 5
17 %t 0 CSA » DL E ik SO MR #t 3 A M % & H #IB SMATS - gihiE ST - 3,
HEBF2E(ETFZSHEN ) % > el gFm e - & BT E R
MCSAMIEEZE] —HEREXZEGHE -

HMEEEREIERERELL -

B B0 3B (8 BT B i IR R R 5 L AR R o (B BT ALE B R R S
iy 28 30 BB TR S A2 3 P M A W AT RO BOR - i A Ry B Mk A A
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i

HEEBEREIEREFEXL -

HEREEL  SRRgRWEMFEME - HHREBESFEE LFENS
BN RIEENES - BERMAWITEMMEERS » XENBURBR RS -

BN R B B BUR A TE @M e - MMM EEZZSEEERBN - 0

Je i W I AE IE 5 AU BOR B R B R -

EY &
1% 1% 4 R + 9 7 B 46 7 3 Schedule 3 - Audrey.
RERFA -

Fh o KA ZRMEAFREIOQ)E - KMeE T EREE - EiEErules

YN {5 JB8 fil AU T R SR AT 7

Z/E -

B BALHE G RE

HEEBEREIEREFEXL -
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EROBHT ARABESE EAERET - EXWEREMUEME R G
amE R H R - BRG] IS FIEEG - eI AR ER . HAE
P JB8 5 Bt 7H fe A2 DL R R -

ZHE -

(B R I 3l % A BT 3L 55 SR I @ ek -

L EY:

Audreyift 13 ¥ - B M T gEFF EIEE SN EEEET - 55 996k 2 (3) #l 12
F » “Rules made under this section may provide that a person who, without
reasonable excuse, contravenes any specified provision of the rules that apply
to the person...” - K [R & » 55 2 #2 £ “without reasonable excuse” - I {1 iR
BEENIE - EErulesiiE R FEA o BIRMEZE - FREARZS & /MK
AT AR 7 R SC AT A By R AR A B - HaZ AT e Rt B g gl &
SNEREAEMEETT - HEFIMEF LR F LS NE - thr] fe 3
L H R - “...require a person authorized to provide automated trading
services to supply the Commission with such information...” - S X = & 2

& F % AN supply informationifj without excuse {# & £% gk criminal offence ?

HEEBEREIEREFEXL -
EEERFHEAAENE L - EBFSCHERE TEFEHZE -
TEHMRE Q)M HiFIE » RIEIRE » EX A EATAETH EIR - 55 W2 &K
f4E B & 5 e H M a0 o iy & 5% A A9 5 20 BI6E K52 a] fe 0L IS J& i B A4 ]
FRFLEME MDA LEFIEZREFPE &S] -

L EY:

-33- Friday, 22 June 2001



© 00O N OO 0o B~ W DN P

N NN NNMNDNNDNRR R R R B B R R
W N o0 00 R W N PO © 0w N~ o o M wWw N R O

W N
o ©

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(RGP EREMZNR) ™
(2000 # ASF (fSFIREBERX) T HA

EF - WIHHER - BRZEMRE ER AN - N GBI
I%&W%m%ﬁlﬁ’E%L@$E$“&%°#%’W%&Wm i
VLR EE o HE SR AT 0 BRSO B[R] - HT D g By R SO
ﬁﬂ@%%ﬁ°ﬁ%%%%£%&@ﬁ%%ﬂ%’w%ﬁ%AiTﬁé
AR R R » WA EHERAE - HEENEEEANERZRS
Fit DA (5 BA 28 b 3R A — BOl R T -

W ER - FEHEORT - AR ALHALNE - EHRIIEREELZL
e BEERE Ry R A 99 DLaT Y R S AT I A BN TR & B A
TECHI RS AN E SR A B AN & B E - (B0 R JE R IR R O
AT EMEME - A EREN g R - AR MR
FTELNE  EEMEREREOG A FEHEROHE -

@i

A
ol

Bl B

N
o & Fuu

—m

N

o A B
7

=3

IO

C

>E&

)

o
p={111s
s

7N

B 40 55 991 &5 (V) 2k Fr £ Wy rule2 : “(b) provide for the time within
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He M H 2 1¢ 55 10015 il B A Bd 19 condition... ...
EIEE -

T H 2 55 10016 - 7F 55 100145 - Bl {1 ££ 26 (b) # i A “ without reasonable
excuse” » K& fEFF & “to comply with a condition specified in a notice” 9 & =k »
AL BRI E > (HEEMEAIE > B2 . .that the offence should not be
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I e R 2 R ZRYES - e HBERAHMAUBN s WRLE - A
A A HI 2 e H At B9 8 A (e =2 BUE il — 2 - 55 Mr Gerald GREINERFAZ % -
whether 99(1) does cover the conditions that the SFC may impose in
authorizing somebody to operate ATS ?

Mr Gerald D GREINER, Senior Director, Supervision of Markets, Securities and Futures

Commission:

That is the information that has been provided about complying with the conditions.

It does not boost the conditions up.

Miss AU King-chi, Deputy Secretary for Financial Services:

The question is that if the person breaches the conditions, the previous provision is

not criminal here?

Mr Gerald D GREINER, Senior Director, Supervision of Markets, Securities and Futures

Commission:

It is not crimina here.

Miss AU King-chi, Deputy Secretary for Financial Services:

Theworry isthat in subclause (3), it is possible.

Deputy Chairman:

Mr Chairman, may | put the question another way? Are you satisfied that under

each of the situations specified in clause 99, a contravention should incur criminal liability?

Let us take (1)(b). It says: “The Commission may make rules to provide for the time
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within which and the manner in which the information under paragraph (a) shall be
provided.” Are you satisfied that contravention of this provision should attract criminal
liability?

Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures

Commission:

The answer as far as| am concerned is“No”.

Deputy Chairman:

Indeed. So if the answer is “No”, and yet under (3) of clause 99, you are not

restricted under the clause.

Mr Mark DICKENS, Executive Director, Supervision of Markets, Securities and Futures

Commission:

No. Wewould haveto specify particular rules.

Deputy Chairman:

That is why | think you may wish to make explicit in this clause itself in the
primary legislation that you will not do such athing; that you are restricted from doing such a
thing. Thank you.

Z/E -

ir 7 o PRI BA 4G R AR 25 C2423H Schedule 3 {& » IfF£3F KA
HElEL s o B2 2R ARG 7 REBEM - B A IR AE m 3 M5 4t 59 71
< H H 2 ) Schedule 2 7 /2 75 [ff £ 318 H a1 1Y e =C 2
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A B EBFRRBTU(KREERERD ) HEHRHEF —
LEEC&ER  RMEFHEE  HERNREREFNRE -

Z/E -

-39- Friday, 22 June 2001



© 00 N oo o b~ WON PP

W RN NN NNNRNNRNDNDERRR R B R B B R
S © © N o0 B WN PO © 0 N O o0 W N B O

Bills Committee on
Securities and Futures Bill and Banking (Amendment) Bill 2000

(BEWHCHEFDE) »
(2000 5 A ((SFIEFE L) THA

ipe] ST BRSBTS 2

HEEBEREIEREFEXL -
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ERYEZEEREERFHKL -

f& F& A £2 f /9 55 CEO3/015% 32 £ - 8 a] & £ L 138 K Fr 2 &2 B 3T /Y
N - M ESE2E “public”t » i “or any section of the public” - #f 2k £F
(B SGE ARG ) (B1F)H - “public” 5 72 K Al 5 “any class of the
public” » HEMEFHEHEBIFIWHE > BUREFE » FHEZEEESEEN
™o fEOE B BV o 58 8 50k IR B H A R LR R & e

ZHE -

AR R E] - BUF R f£ Page 3 Note 2F1 35 (1 - & fEHH —IH{ER] - &2
g =

ERGELIZRERERSRFHKL -
B o WATESIHfEE - & M Fr“multilateral agency” (Y& % - fF

HE H B ET B IR - 72 T 58 1V Al 28 10845 Y % {6k kSO R E B VIS -
EME RN ET S ENR - EEREXNHMERERBREHERFR D -
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I B 040 2 fE multilateral agencyf) € FH B IVEIERE 2Hf &1 DIEE
EFEAEAHARSE - rbL B2 —EHMEBEWEETmE - EitEER - BT
BEEESE RMOABEHERIANWEINERZERTFKL BH4EFHEMEZE
FERNKWHBEEET -

EY A

& o A $2F A “public” or “any section of the public” » & % B °F
510215 2

AR ELRERERESREFHXL -

Bl e
EIEE -

AR P M 72 5T 5w B8 1021k » FESRR AN UG R AL A 2 H M EET - M
HP s & ET & “reflect clearly our policy intention to cover in this Part of the Bill
also those activities conducted overseas” - #a 4] 25 2 » B & 5608 5 A 2
—EEEET - MG EMFA IS G RHER R ?
HMEEHGREREREXL

T - B AMTEI A 5 G 20 950k - 2 F B BiL A 5 Rt iy - e 220 A
EEPINERITUERS S AT EENE SRS RMAE T - 2R
maf % WRBAFNEBAEE ANET U FTRFEESE - A W

HMHmEARREERELR - S IFX -
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Chairman:

“The public or any section of the public” -

HMEEEREIEREREXL -

HMATLHEZS -

e

=1 JBME LR S FE LR F A Z“public interest including...” -
FrEMHER -

& “particularly in the interest of investors or in the interest of the
public” -

HEEBEREIEREFEX L -

BIGEAESENIED - A MEE N - 28 R AR HE -

Z/E -

e 20 By F 4 5 20 1 ST IR )8 — {66 2 1 » 5% i consistentif 52 R & 8 £F -
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something » Bl {F Hi 55 () #1 (b)Fk A 3T AU TT By - A DUSE R 2 51 U 3k = E 19 22
KHY -

EIEE :

That is not true.

F % » you must be very careful about this drafting. It says, “A

person commits an offence if he issues, or has in his possession for the
purposes of issue, an advertisement... to his knowledge.” This knowledge

only relates to the fact that it contains an invitation. It does not relate to

whether or not the issue is authorized by the Commission.
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