Suppl ementary Note to
the Annex to Paper No. CSA02/01
dated 17 Novenber 2001

PART |11

EXCHANGE COVPANI ES, CLEARI NG HOUSES, EXCHANGE CONTROLLERS,
| N\VESTOR COMPENSATI ON COVPANI ES AND AUTOVATED TRADI NG SERVI CES

87. Subrogation of recogni zed i nvestor
conpensati on conpany to rights, etc.
of claimant on paynent from
conpensation fund
(1) \Where a recogni zed i nvestor conpensation conpany mnakes
any paynent out of the conpensation fund in respect of any claim
made under rul es made under Part XII -
(a) the conpany shall be subrogated, to the extent
whi ch that paynent bears to the | oss sustained

(wi thout taking into account any conpensation_paid

or pavable out of the conpensation fund for the

| oss?) by the clainmant by reason of the default on
whi ch the clai mwas based, to all the rights and
remedies of the claimant in relation to the |oss;

and

! Members considered Paper No. CSA02/01 dated 17 November 2001, and did not propose further
amendment to this clause at the Bills Committee meeting on 4 December 2001. The L egal Service Division

of the | egidative Council made a technical comment outside the meeting that the meaning of
“ compensation” referred toin clause 87(1)(a) should be made clearer. We accept the comment and further

propose the amendment to quality “compensation” asthat “ paid or payable out of the compensation fund

for theloss'. (Sameamendment will be madeto clause 235).




(b) the respective rights of the claimnt and the
conpany in bankruptcy or winding up or by I egal
proceedi ngs or otherwi se to receive in respect of
the | oss —

(i) any sumout of the assets of the person
concerned who is in default; or
(ii) any property held on trust by that person
for the claimnt,
shal | rank equally.

(2) 2All ampunts—assets (whether in cash or ot herw se)

recovered by the recogni zed i nvestor conpensati on conpany under

subsection (1) shall be paid-dealt with in such manner as the

Comm ssion may direct and shall becone part of the conpensation

f und.

Fi nanci al Servi ces Buer au
Securities and Futures Conm ssion
4 January 2002

2 This further amendment to Paper No. CSA02/01 to replace “amounts” with “assets (whether in cash or
otherwise)” isto cater for the circumstances wher e assets other than cash are recovered in the exercise of

the subrogation rights. The same amendment has been madeto clause 230(1)(c). which was consider ed and
accepted by Membersat the Bills Committee meetingon 10 December 2001.
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