Suppl enentary Note to Annex 1
to Paper No. CSA06/01
dated 17 Novenber 2001

PART VI |

BUSI NESS CONDUCT, ETC. OF | NTERVEDI ARl ES

167. Requirenents to disclose short sales

}(2) Subject to subsection (3), aA person who, without

lawtul—r easonabl e excuse, contravenes subsection (1) conmts

an offence and is liable on conviction to a fine at level 5
and to inprisonnment for 1 year.

1(3) A _person shall not Feor—the purposes—of subsection
2—tawful—excuse” () tneludespe regarded as

commtting an offence under subsection (2) if he contravenes

subsection (1) by reason only of his inadvertence,

carel essness or negligence.

Fi nanci al Servi ces Bureau
Securities and Futures Conm SSion
31 Decenber 2001

! _In considering Paper No. CSA06/01 dated 17 November 2001 a the Bills Committee meeting on 4
December 2001, a Member expressed the view that “inadvertence, car elessness or_negligence’ should

not be classified as “lawful excuse” in the statue. We accordingly propose to refine further clause
167(2) and (3) to addressthe comment while preserving the original scope of the* carve-out” .




Suppl enentary Note to
the Annex to Paper No. CSA08/01
dat ed 23 Novenber 2001

PART | X

DI SCI PLI NE, ETC.

Division 2 - Discipline, etc.

188. Ot her circunstances for disciplinary actions in respect of
Ii censed persons, etc.

! In the light of an earlier comment from the L egal Service Division of the L egidative Council, we

proposed in Paper CSA08/01 dated 23 November 2001 to add new clauses 188(8) and 190(8) to put it

beyond doubt that the specific grounds of “fitness and properness’ and “ misconduct” in clauses 188

and 190 would not restrict theinter pretation of “ fithessand properness” and “ misconduct” asgrounds

of disciplinary actions under clauses 187 and 189A. At the Bills Committee meeting on 10 December

2001, Members expressed the view that the two provisions wer e unnecessary as there should be no

room for doubt. On reflection we agree with Members and hence propose to withdraw the
amendments.




190. O her circunstances for disciplinary action in
respect of registered institutions, etc.

Fi nanci al Servi ces Bureau
Securities and Futures Conm ssion
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Suppl enmentary Note to the
Appendi x to Paper No. CSA 14/01
dat ed 28 Novenber 2001

PART XVI

M SCELLANEQUS

368. Immunity

(5) Nothing in subsection (4) affects any requirenent
under this O dinance to disclose the nane and address of a
client of a legal practitioner (whether or not the |egal
practitioner is qualified in Hong Kong to practise as &

counsel or to act as a solicitor).

! Technical amendment.




388. General requirenents for docunents
| odged with Comm ssion

(1) Except as otherw se provided in sections 315 and

338% the Conmission may, by notice published in the Gazette,

specify any formin respect of any application, statenent,
notice, return or other docunent (however described) required
to be | odged, filed or submtted with or to the Conm ssion for
t he purposes of any provision of this Odinance, either
generally or in any particular case, and, wthout limting the
generality of the foregoing, may in the form —

(aa) include directions and instructions relating to
the conpilation of the application, statenent,
notice, return or other docunent (as the case
may be);

(a) include directions and instructions relating to
the inclusion of statutory declarations nade
in respect of the particulars init; and

(b) specify docunents by which it is to be

acconpani ed.

Fi nanci al Servi ces Bureau
Securities and Futures Conm ssion
31 December 2001

M embersdid not propose any change to our proposal to disapply this clauseto clause 315in Part XV,
which already provides for_specific requirements for forms applicable to substantial shareholders of
listed corporations to be prescribed under that Part. On further review, we have now added the
reference to clause 338 in Part XV, which provides for_specific requirements for forms applicable to
directors and chief executives of listed cor porations.




Suppl enentary Note to Annex 3
to Paper No. CSA01/01
dated 9 Novenber 2001

SCHEDULE 2 [ss. 3, 7 & 10 &
Schs. 1 & 9]

SECURI TI ES AND FUTURES COWM SSI ON

PART 1
CONSTI TUTI ON AND PROCEEDI NGS
OF COW SSI ON, ETC.

1Chai rman and nenbers of Conmi ssion

1. The Conmmi ssion shall consi st of a chairman and such nunber {roet

being—tessthan7—of ethernmenbersexecutive directors and

non-executive directors as i s determ ned by the Chi ef Executive,

all of whomshall be appointed by the Chi ef Executive as fol |l ows-

(a) the nunber of nenbers of the Conm ssion shall not

be |l ess than 8; and

(b) themjority of the nenbers of the Conm ssion shall

be appeinted-to-benon-executive directors of the
Comm ssi on—and—the renainder—shall-—be appointed
I . i Y L ssion: L

!  Membersconsidered Paper No. CSA01/01 dated 9 November 2001 at the Bills Committee meeting on
4 December 2001 and made no comment on this clause. We accept the technical drafting comment

of the L egal Service Division of the L egidative Council made outside the meeting and propose to

further refinethedrafting accordingly.




2. {b) Tthe chairman of the Commi ssion shall, by virtue of hol di ng

that of fi ce, be regarded as an executive director of the Conm ssi on

appointedunderparagraph{a).



Deputy chairman and vacancies in office of

chai rman or deputy chairman

8. A designation under section 7 ceases to have effect when -

(a)
(b)

(c)

it is revoked by the Financial Secretary;

where the designation is under section 7(a), an
appoi ntnment is made under section 4; or

where the designation is under section 7(b), the
deputy chai rman appoi nted under section 4 is ne
longer—unable—-able to act as chai rmtan—due—to—
i ness—absence fromHongKong-or-any ot-hercause?,

whi chever is the earlier.

2 __We accept the drafting comment of the Legal Service Division of the Legidative Council and

accordingly proposethis further minor amendment.




PART 2

NON- DELEGABLE FUNCTI ONS OF COWM SSI ON

(77) to borrow, or to charge any i nvestnents by way of
security, under section 230(2)(a)® of this

O di nance;

Fi nanci al Servi ces Bureau
Securities and Futures Conm SSion
31 Decenber 2001

¥ Further technical amendment consequential to the amendment to clause 230 considered by Members
at the Bills Committee meeting on 17 September 2001.




Suppl enentary Note to
Annex 2 to Paper No. CSA04/01
dated 17 Novenber 2001

SCHEDULE 6 [ss. 114, 117, 136 & 139
& Schs. 1 & 9]

REGULATED ACTI VI TI ES

PART 2

In this Schedule -
"advi sing on corporate finance" ( ) means gi Vi ng

advi ce —

(c) to alisted corporation or public conmpany or a
subsi di ary of the corporation or conpany, or toits
of ficers or sharehol ders, concerning corporate

restructuring iavelving-in respect of! securities

M embers considered Annex 2 to Paper CSA04/01 on 4 December 2001. We propose this further

technical amendment to reflect more clearly the policy intention that only the specific part of the
corporate restructuring activities concerning securities falls within the definition of “advising on
corporate finance”, instead of the whole corporate restructuring exercise where securities are

involved. This seeksto restrict the scope of activities that fall under the licensing regime to what is
necessary.




(i ncludingthe issue, cancellation or variation of
any rights attaching to any securities),

but does not include such advice given by -

(vi) Za-—counsel who gives such advi ce whol |y i nci dent al

to his practice as such;

2 Minor technical drafting amendment.




"advising on futures contracts" ( ) nmeans -—

ot herwi se than by -

(vi)—2%a—counsel who gives such advice, or issues such

anal yses or reports as part of an advice given,

whol Iy incidental to his practice as—a counsel;

"advi sing on securities" ( ) neans -

ot herwi se than by -
(vi) 2a—counsel who gives such advice, or issues such
anal yses or reports as part of an advice given,

whol Iy incidental to his practice as a-counsel;

"asset managenent" ( ), inrelation to a person, neans

provi di ng a service of managi ng a portfolio of securities or



futures contracts for anot her person by t he person, ot herw se

than by -

(f) 2a—counsel who provides such service wholly

incidental to his practice as such;

Fi nanci al Servi ces Bureau
Securities and Futures Conm ssion
31 Decenber 2001



Suppl enentary Note to
the Annex to Paper No. CSA10A/01
dated 1 Decenber 2001

SCHEDULE 7[ss. 209, 210, 211, 212, 213,

215, 224, 226 & 227]

SECURI TI ES AND FUTURES APPEALS TRI BUNAL

PART 2
SPECI FI ED DECI SI ONS
Division 1

Speci fi ed deci sions nade by the Comm ssion

Item Provi si on Descri ption of decision

55. Section Prohi bition or requirenent inposed on a
197(1) (a)? or | i censed corporation concerning rel evant
(b) of this property.
O di nance

! _Membersconsidered Paper CSA10A/01 at the Bills Committee meeting on 10 December 2001. We propose
thisfurther technical amendment consequential to amendment to clause 197.




Suppl enentary Note to Annex 3 to
Paper No. CSA12/01
dated 3 Decenber 2001

SCHEDULE 8 [Ss. 243, 244, 245,
248 & 260]

MARKET M SCONDUCT TRI BUNAL

1. In this Schedul e, unless the context otherw se requires -

"chai rman" ( ) nmeans the chairman of the Tribunal
"judge" ( ) has the neani ng assigned to it by section 237(1) of

this O di nance;

"menber" ( ) nmeans a nenber of the Tri bunal
"ordi nary nenber" ( ) means a nenber ot her t han t he chai r man;
"Presenting Oficer" ( ) has the neaning assigned to it by

section 237(1) of this O dinance;

"proceedi ngs" ( ) means proceedi ngsinstitutedunder section

244 of this Ordinance;



"Tri bunal " ( ) has the neani ng assignedtoit by section 237(1)

of this Ordi nance.

1

In response to comments made by a Bills Committee Member at the meeting on 14 December 2001,

we have refined the drafting in clause 9 of this Schedule concerning the appointment to replace an
ordinary member of the Market Misconduct Tribunal. As a result, the proposed definition of

“replacement members’ (originally proposed to replace theterm “temporary members’ in the Blue
Bill) isno longer necessary and has been deleted. Consequential amendments are made to clauses 9,
9A and 13 to preserve the int ention that a member appointed to replace an ordinary member in the

cour se of any proceedingswill serve the Tribunal until the conclusion of the proceedings. Clauses 10
to 12 arealso deleted as a result of the amendments.




9. Subj ect to sections 9Ate-12, the Chi ef Executive nmay appoi nt

a person, whois not apublicofficer, toaetasareplacerentnenber
of the Tribunalinthe place of anyreplace an® ordinary nmenber if

t he ordi nary nenber has died, or has resigned fromoffice under

section 6 or has been renoved fromoffice under section 7, and t he
person may, subject tothe other provisions of this Odinance, from

time to tinme be reappointed.

19A. The Chi ef Executive shall not appoint a person toreplace an

ordi nary aet—as—areplacenent-nenber of the Tribunal under section

9 unless the chairnman of the Tri bunal -

(a) hasrecomendedthat apersonshoul d be so appoi nt ed
having regard to the interests of justice; and

(b) has given a reasonabl e opportunity of being heard
to —

(i) any person whose identity is specified
pursuant to section 14(b) in the
statenent for the proceedi ngs as
descri bed in section 14; and

(ii) thePresenting Oficer appointedfor the

pr oceedi ngs.




under section 9shall be deened for all purposes to be the ordinary

menber .



17. The Tribunal may at any tine during the course of any
proceedi ngs order the Presenting Oficer appointed for the
proceedi ngs to anend t he st at enent for t he proceedi ngs as descri bed
insection 14 in such manner as it consi ders appropri ate, subjeet
to—the regquirenent—except? that -

(a) there shall be no anendnent to the identity of the

person originally specified pursuant to section

14(b) in the statenent; and

(b) after the amendnent thefinancial product whichis
t he subj ect of any market m sconduct specified in
t he st at enent shal |l remai nthe sane as t he financi al
product which is the subject of the market

m sconduct originally specifiedinthe statenent.

Fi nanci al Servi ces Bureau
Securities and Futures Conm SSion
31 Decenber 2001

2 Technical amendment for greater clarity in response to a comment made by a Member at the Bills
Committee meeting on 14 December 2001.




