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Extracts from the Securities and Futures Ordinance (Cap. 571)

L Provisions requiring Consultation with Chairman of the Securities and Futures Commission
Section 11

Il.  Provisions requiring Consultation with the Securities and Futures Commission
Sections 24, 41, 67, 83, 395 and section 27 of Part 1 of Schedule 2

IIL.  Provisions relating to the power to make subsidiary legislation by the Securities and Futures Commission
Sections 35, 36, 60, 66, 100, 116, 118, 128, 134, 145, 148, 149, 151, 152, 168, 173, 244, 250, 282, 290, 306, 377, 397,
398, and 404

IV, Provisions relating to the role of the Chairman of the Securities and Futures Commission
Sections 11, 15, 240 and sections 6, 14, 15, 19, 20, 25, 27, 28 and 29 of Part 1 of Schedule 2

V. Provisions relating to non-delegable functions of the Securities and Futures Commission
Section 10 and Part 2 of Schedule 2



I.  Provisions requiring Consultation with Chairman of the Securities and Futures

Commission
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11. Directions to Commission

(1) After consultation with the chairman of the Commission, the Chief
Excculive may, upon being satisfied ihat it is in the public interest to do so,
give the Commission written direclions as to the furtherance of any of its
regulatory objectives or the performance of any of its functions.

(2) The Commission shall comply with any written direction given under
subsection (1).

(3) Where any wrilten direction is given under subsection (1), any
requirement under any other provision of this or any other Ordinance that the
Commission shall, for the purpose of performing any of the functions to which
the written direction relates—

(a) form any opinion,
(b) be satisfied as to any matter (including existence of particular
circumsiances); or

(¢) consult any person,
shall not apply for all purposes connecied with the performance of functions

pursuant (o, or consequent upon, the wrilten direclion.
(4) Written directions given under subsection (1) are not subsidiary

legislation.



II. Provisions requiring Consultation with the Securities and Futures Commission
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24. Approvil of rules or amendments (o rules of
recognized exchange company

(1) Subject 1o subseclion (7), no rule (whether or not made under
section 23) of a recognized exchange company or any amendment thereto shall
have cffect unless it has the approval in writing of the Commission.

(2) A rccognized exchange company shall submil or cause lo be
submitled to the Commission—

(a) for its approval the rules and every amendment thereto that
require approval under subsection (1), together with
cxplanations of their purpose and likely effect, including their
clfect on the investing public, in sufficient detail to enable the
Commission lo decide whether 1o approve them or refluse to
approve them; and '

(&) for its information the rules which belong Lo a class the subject
of a declaration under subsection (7) and cvery amendment to
the rules, as soon as rcasonably practicable after they have been

. made.

(3} The Commission shall, not latcr than 6 weeks after the receipt of a
submission under subscction (2)}u) from a recognized exchange company, by
nolice in writing served on the company, give ils approval or reluse to give its
approval (together with its reasons for the refusal) to the rules or amendment
of the rules (as the case may be) or any part thereof, the subject of the
submission.

(4) The Commission may give ils approval under subsection (3) subject
to requirements which shall be satisficd before the rules or amendment of the
rulcs or any parl thercof take eflcct.

(5) The Commission may in a parlicular case, wilh the agreement of the
recognized exchange company concerned, extend the lime prescribed in
subsection (3).

. (6) The Financial Secretary may, afler consultation with the Commission
iand the recognized exchange company concerned, extend the time prescribed
lin subsection (3).

" (7) The Commission may, by notice published in the Gazette, declare
any class of rules of a recognized exchange company to be a class of rules
which are not required 1o be approved under subsection (1) and, accordingly,
any rules of the company which belong to that class (including any amendment
thereto) shall have effect notwithstanding that they have not been so approved.

(8) Neither the rules under section 23 nor a notice under subsection (7) is
subsidiary legislation.
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41. Approval of rules or amendments to rules
of recognized clearing house

(1) Subject to subsection (7), no rule (whether or not made under section
40) of a recognized clearing house or any amendment thereto shall have effect
uitless it has the approval in writing of the Commission.

(2) A recognized clearing house shall submit or cause (o be submitted to
the Commission—

(@) for its approval the rules and every amendment thereto
that require approval under subsection (l), together with
cxplanations of their purpose and likcly effect, including their
clfect on the investing public, in sufficient detail to enable the
Commission to decide whether to approve them or refuse to
approve them; and

(h) for its information the rules which belong to a class the subject
of a declaration under subsection (7) and every amendment to
the rulcs, as soon as reasonably praclicable after they have been
made.

(3) The Commission shall, not later than 6 wceks after the receipt of a
submission under subsection (2)(e) from a recognized clearing house, by notice
in writing served on the clearing house, give its approval or refuse to give its
approval (together with its reasons for the rcfusal) to the rules or amendment
of the rules (as the casc may be) or any part thereof, the subject of the
submission.

(4) The Commission may give its approval under subsection (3) subject
1o requirements which shall be satisfied before the rules or amendment of the
tules or any part thereof take effect,

(5) The Commission may in a particular case, with the agreement of
the recognized clearing house concerned, extend the time prescribed in
subsection (3).

(6) The Financial Sccrctary may, after consultation with the Commission
and the recognized clearing house concerned, extend the time prescribed in
subsection (3).

(7) The Commission may, by notice published in the Gazette, declare
any class of rules of a recognized clearing house {except any default rules of the

- clearing house) to be a class of rules which are not required to be approved

under subsection (1) and, accordingly, any rules of the clearing house which
belong to that class (including any amendment thereto) shall have effect
notwilhstanding that they have not been so approved,

(8) Neither the rules under scction 40 nor a notice under subsection (7Mis
subsidiary legislalion.
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67. Approval of rules or amendments to rules
of recognized exchange controller

(1) Subject to subsection (7), no rule (whether or not made under section
006) of a reccognized exchange controller or any amendment thereto shall have
effect unless it has the approval in writing of the Commission,

(2) A recognized exchange controller shall submit or cause to be
submitted to the Commission—

{a) for its approval the rulcs and every amendment thereto that
require approval under subsection (1), together with
expianalions ol Lhcir purpose and likely cffect, including their
effect on the investing public, in sufficient detail to enable the
Commission (o decide whether to approve them or refuse to
approve them; and

(&) for its information the rules which belong to a class the subject
of a declaration under subsection (7) and every amendment to
the rules, as soon as reasonably practicable after they have been
made.

{3) The Commission shall, not later than 6 weeks after the reccipt of a
submission under subsection (2)(a) from a rccognized exchange controller, by
notice in wriling served on the controller, give ils approval or refuse to give its
approval (together with its reasons for the refusal) to the rules or amendment
of the rules (as the case may be) or any part thereof, the subject of the
submission.

(4) The Commission may give its approval under subscclion (3) subject
lo requirements which shall be satisficd before the rules or amendment of the
rules or any pari thercof take cllect.

(5) The Commission may in a particular case, with the agreement of the
recognized exchange controller concerned, extend the time prescribed in
subsection (3).

(6) The Financial Secretary may, after consultation with the Commission
and the recognized exchange controller concerned, extend the time prescribed
in subsection (3). )

(7) The Commission may, by notice published in the Gazette, declare
any class of rules of a recognized exchange conltroller to be a class of rules
which are not required to be approved under subsection (1} and, accordingly,
any rules of the controller which belong to that class (including any
amendment thereto) shall have effcct notwithstanding that they have not been

50 approved.
(8) Necither the rules under section 66(1) nor a notice under subsection

(7) is subsidiary legislation.
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83. Approval of rules or amendments to rules of
recognized investor compensation companies

(1) Subject to subscction (7), no rule (whether or not made under section
82) of a recognized investor compensation company or any amendment thereto
shall have effect unless it hus the approval in wriling of the Commission.

(2) A recognized invesior compensation company shail submit or cause
to be submitted to the Commission—

(a} Tor its approval the rules and every amendment thereto that
require approval under subsection (l), together wilh
explanations of their purpose and likely effect, including their
cffect on the investing public, in sufficient detail to enabie the
Commission to decide whether to approve them or refuse to
approve them; and

(b) for its information the rules which belong to a class the subject
of a declaration under subsection (7) and every amendment 1o
the rules, as soon as reasonably practicable after they have been
made,

(3) The Commission shall, not later than 6 weeks afler the receipt of a
submission under subscction (2)(u) from a recognized investor compensation
company, by notice in writing served on the company, give its approval or
refuse to give ils approval (logether with its reasons for the refusal) to the rules
or amendment of the rules (as the case may be) or any part thereof, the subject
of the submission.

(4) The Commission may give its approval under subsection (3) subject
lo requirements which shall be satisfied before the rules or amendment of the
rules or any part thereof take cffect.

(5) The Commission may in a particular case, with the agreement of the
recognized investor compensation company concerned, extend the time

prescribed in subsection (3). .
(6) The Financial Secretary may, after consultation with the Commission

and the recognized investor compensation company concerned, extend the
time prescribed in subsection (3). .

" (T} The Commission may, by notice published in the Gazette, declare
any class of rules of a recognized investor compensation company to be a class
of rulcs which are not required to be approved under subsection (1) and,
accordingly, any rules of the company which belong to that class (including
any amendment thereto) shall have eflect notwithstanding that they have not
been so approved. ]

(8) A recognized investor compensation company shall make its rules
available to the public in a manner approved by the Commission. _
(9) Neither the rules under section 82 nor a notice under subsection (7) is

subsidiary legislation.
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395. Rules by Chief Executive in Council
for payment of fees

(1) The Chiefl Executive in Council may, after consultation with the

Commission, make rules lo—
(@) require and provide for the payment to the Commission of, and

prescribe, fees—
(i) for an application to the Commission under or pursuant to

any of the relevant provisions;

(i) for anything done by the Commission or a commitlee
established under section 8 in the performance of a function
relating to takeovers and mergers or lo share repurchases;

(iii) for anything donc by the Commission or a commillce
eslablished under section 8 or the Monetary Authority in
the performance of a function under any of the relevant
provisions (other than . the funclion referred to in
subparagraph (ii));

(iv) for any other matter with regard to which provision is made
by or under any of the relevant provisions;

() provide for the payment lo the Commission of, and prescribe,
fees (however described) which this Ordinance provides are, or
may be, prescribed, specified or provided for by rules made
under this section.

(2) Without prejudice to subsection (3), fees prescribed by rules made
under this section may be fixed at levels sufficient to recover expenditure
incurred, or likely to be incurred, by the Commission or a commitiee
esiablished under section 8 or the Monetary Authority in providing the
scrvices or performing the functions to which the lees relate, but in fixing the
level of the fces appropriations under seclion 14 shall not be taken into
account.

(3) Fees prescribed by rules made under this section shall not be limited
by reference to the amount of the administrative or other costs incurred, or
likely Lo be incurred, by the Commission or a committee established under
section 8 or the Monetary Authority in providing the services or performing

the funclions to which the fees relate.
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(4) Rules made under this section may provide—
(a) that the amount of any fee shall be fixed by reference to a scale

set out in the rules;

(b) for the payment of different fees by or in relation (o persons or
cases ol different classes or descriptions;

(¢) that the payment of any fee shall be waived, either generally or
in a particular case, whether or not it is otherwise specified as
being payable under any provision of this Ordinance;

(d) for the payment of fees annually or at other intervals.

(5) The Commission may pay to the Monectary Authority such of the fees
paid 1o it in accordance with the rules made under this section that in the
opinion of the Commission represent the expenditure or costs incutred, or
likely to be incurred, by the Monctary Authority in providing the services or
performing the functions to which the fees relate. .

(6) The Commission may recover the amount of any fees payable under
the ruies made under this section as a civil debt due to it.

(7} This section is in addition to and not in derogation of sections 29 and
29A of the Interpretation and General Clauses Ordinance (Cap. 1).

GO0GeY?
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SCHEDULE 2 [1s. 3,75 10
f

SECURITIES AND FUTURES COMMISSION

PART 1

CONSTITUTION AND PROCEEDINGS OF COMMISSION, ETC.

Advisory Commiltee

27. The Advisery Committee shall consist of— -

at
&)

()

) the chairman of the Commission;

not more than 2 other eaccutive directors of the Commission who shall be appoinied

by the Commission; .
nzl less than 3 (but nol more than 12) other members who shall be appointed by the

Chief Executive afler consuliation with the Commission.



III. Provisions relating to the power to make subsidiary legislation by the Securities and

Futures Commission
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35. Contract limits and reportable open position

(1) Without prejudice to section 398(7) and (8), the Commission may
make rules to—

(@) prescribe limits on, or conditions relating to, the number of
futures contracts which may be held or conirolled, directly or
indirectly, by any person, whether or not such contracts are
traded on a recognized futures market or through the facilities of
u recognized exchange company;

(b) prescribe limits on, or condilions relating to, the number of
options contracts which may be held or controlled, directly or
indirectly, by any person, whether or not such contracts are
traded on a recognized stock market or recognized futures
market or through the facilities of a recognized exchange
company,

(c) require a person holding or controlling a reporlable position to
lodge a notice of that reportable position with a recognized
exchange company or the Commission; :

(d) prescribe the manner in which and the period within which a
notice of a reportable position is to be lodged;

(¢) prescribe the information by which a notice of a reportable
position is to be accompanied.

(2) The Commission shail consult the Financial Secretary before making
rules under subsection (1)(e).

(3) Subsection (1) does not prohibit the Commission from prescribing
different limits or conditions, or different reportable positions, for different
types or classes of futures or options contracts, or from exempting specified
futures or options contracts.

(4 Without limiting the generality of subsection (1) and without
prejudice to section 398(7) and (8), the Commission may make rules for the
purposcs of this section to prohibit a person from—

(@) directly or indirectly entering, during a specified period, into
transactions of a specified class in excess of a specified amount;
or

(b) directly or indirectly holding or controlling positions of a
specified class in excess of a specified position limit.

(5) Rules made under this section may provide that a person who,
without reasonable excuse, contravenes any specified provision of the rules
that applies to the person commils an offence and is liable to a specified

penalty not exceeding—
(a) on conviction on indictment a fine at level 6 and a term of

imprisonment of 2 years;
(b)) on summary conviction a fine at level 3 and a term of

imprisonment of 6 months.
(6) In this section “reportable position™ (3 i §¢ 15 ## & &) means an open
position in futures or options contracts the number or total value of which is
in excess of a number or total value specified by rules made under this section.



MSTIR  EHMAMRER

36. BENMTIRA
(D ETAFE 3987) K (8) MFRIF » BE T80 F S TAr T 80—
(@) ®FMLEN . RHR—
(1) ATW (e A0 35 1 i AR S MR
Gi) FIWLEPRAGS: LTl ANEY IR ;
(i) WIS MRS e 0 A BT AY L T LS SRR (o) B R AR DY K B i AR 5
ATEBENE « 8% (CHE O B2 A T B A5 WA R0 b 1l A 1 Filk
Heby - R4 IR UTIREY  RORSALAR 2200 L7 5
(0 REIAE B B AL O 2 o R MG i AT SR A LT 0 AR AT B AR R K
L E-Eh
(e}  DRIA 2 SURK£1- 71 RO ¥3 J0 00 L A0 T4 L D9 A ACRO B e 8L
(d) BHERBARETIZS LSS MUENA
() MEHRELNTBINIESN WM R » LURRATWI0 8% K m R 19
B )2 R AT AR YRR T 2 B AP L ARAR - TERRIG TR A a0 e ) SR O 4%
AR R » EMITAERE PR UMM B SRR RIL
(N BB X B MR LFT IS B AL e B Br @ RLE AT H
L8 75 0 8 WK M RIFAVE ) ATBEHI W VT B A RN » BRI KR
EEE K+ 74 TR DI TOO[ 47 A9 00 g 2 44 i A% i 45 s RS MR S EL A9 1
%

600610

CAP. 571 Securities and Futures Ordinance

36. Rules by Commission

(1) Without prejudice to section 398(7) and (8), the Commission may
make rules in respect of the following matters—
(a) the listing of securities, and in particular—
(i) prescribing the requirements to be met before securities may
be listed;

(i) prescribing the procedure for dealing with applications for
the listing of securities;

(iii) providing for the cancellation of the listing of any specified
securities il the Commission’s requirements for listing, or
the requirements of the undertaking referred to in
paragraph (e), are not complied with or the Commission
considers that such action is necessary to maintain an
orderly market in Hong Kong;

(6) 1the conditions subject to which, and the circumstances in which,
a recognized exchange company shall suspend dealings in
securities or shall direct that dealings in securities recommence;

(c} the procedure [or and the method of ailotment of any securities
arising out of an offer made to members of the public in respect
of those securities;

(4) persons who may be admitted as an exchange participant of a
recognized exchange company;

(e) requiring companies the securities of which are listed or accepted
for listing to enter into an undertaking in the form prescribed in
the rules with a recognized exchange company which may
operale a stock market under section 19 to provide such
information at such times as may be specified, and lo carry out
such duties in relation to its securities as may be imposed, in the
undertaking;

(/) requiring a recognized exchange company which has become
aware of any matter which adversely affects, or is likely to
adversely affect, the ability of any exchange participant of the
company to meet its obligations as an exchange participant, to
make a report concerning the matter to the Commission as soon
as reasonably practicable after becoming aware of the matter:
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(2) requiﬁng a recognized exchange company when it expels any of

)

its exchange participants, or suspends any of its exchange
participants from trading on the recognized stock market or
recognized futures market it operates or through its facilities, or
requests any of its exchange participants to resign as an
exchange participant, to notifly the Commission of that fact
within 3 business days afler the expulsion, suspension or making
of the request (as the case may be) and, in addition, to cause the
expulsion, suspension or request to be notified Lo the public in
such manner and within such period as may be prescribed in the
rules;

any matter which is to be or may be prescribed by rules made

under section 23.

(2) Before making any rules in respect of any matter specified in
subsection (1), the Commission shall consult—
() the Financial Secrelary; and

)

the recognized exchange company or all the recognized exchange
companies (as Lhe case may be) to which that matter relates.

(3) Nothing in this section prevents a recognized exchange company
from making rules under section 23 on any matter referred to in subsection (1),
but any such rules shall have effect only to the extent that they are not
repugnant to any rule made by the Commission under subsection (1).
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60. Interest of recognized exchange controller in
recognized exchange company or recognized
clearing house cannot be increased or
decreascd except with approval
of Commission

Where a recognized exchange controller is a controller of a recognized
exchange company or recognized clearing house, then, by virtue of this section
and notwithstanding any other cnactment or rule of law—

(¢) any interest the recognized exchange controller has in the
rccognized exchange company or recognized clearing house
{as the case may be) as such controlfer cannot be increased
or decreased except with the approval in writing of the
Commission; _

(b) any attempt (whether in the form of an agreement or otherwise
and by whomsoever) to increase or decrease any such interest in
conlravention of paragraph (a) is void for all purposes.

66. Rules by recognized exchange controllers

(1) Withoul limiting any of its other powers to make rules, a recognized
exchange controller may make rules for such malters as are neeessary or
desirable— '

(@) Tor the discharge of its dutics under scction 63;
(b) for (he cstablishment and maintenance of compensation
arrangements for the investing public.

(2) The Commission may, after consultation with the Financial
Sccrelary, by notice published in the Gazelte, declare a person or body of
persons specified in the notice to be a person or body of persons (as the case
may be) to which paragraph {€)(ii)(C) of the definition of “rules” in seclion 1
of Part | of Schedule 1 shall apply.

(60612
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100. Rules by Commission

(1) Without prejudice to section 398(7) and (8), the Commission may
make rules lo—
(¢) tequire a persou authorized to provide aulomated trading
services o supply the Commission with such information as the
Commission requires lo satisfy thc Comntission (hat the
conditions specilied in a notice scrved on the person under
scclion 95(2) or 97 are complied with;

(b) provide for the time within which and the manner in which the
information undcr paragraph (a) shall be provided;

(¢) provide for the regulation of automated trading services and any
other matters incidental thereto. :

(2) Without limiting the generality of rules which may be made under
subscction (1), such rules may—

(@) provide for the standards of conducl and practices to be
oomplied with in relation to the provision of automated trading
SErvices;

(4) prohibit the use of misleading or deceptive advertisements in
relation to the provision of automated trading servioes or impasc
conditions for the use of adverlisements in relation to the
provision of such services;

(¢) require a person avthorized to provide automaled trading
services—

{i) 10 take steps to avoid conflicts of interests, and specily the
steps that shall be taken in the event that there is a potential
or actual conflict of interest; and

(ii) to take such steps as the Commission may specify to ensurc
tliat there is integrity, orderliness, transparency and fairness
in transactions conducted through the services, including
steps to ensure thal—

(A) a request for the services is to be dealt with property
and as expeditiously as is appropriate in the
circumstances; and

(D) access rights to the services and the relevant trading
conventions relating to the transactions to be
conducled through the services are properly explained
to the persons {o whom the services are provided;

(d) provide for measures designed to discourage and identify any
money laundering activities.

(3) Rules made under this scclion may provide thal a person who.
without reasonable excuse, coniravenes any specified provision of the rulcs
that apply to the person commils an offence and is liable to a specified penalty

not exceeding— o
(@) on conviction on indictment a fine al level 6 and a term ol

imprisonment of 2 years;
() on summary conviction a fine al fevel 3 and a term of

imprisonment of 6 months.
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116. Corporations fo be licensed for carrying on
regulated activities

(1) The Commission may, upon application in the prescribed manner
and payment of the prescribed fee, grant to the applicant a licence to carry on
one or more than one regulated activity as the Commission may specify in the
licence.

(2) The Commission shall refuse to grant a licence to carry on a
regulated activity under subsection (1) unless—

{a) the applicant is—

(i} a company;

(ii) an overseas company which has complied with the
provisions of Part XI of the Companies Ordinance (Cap.
32) for the registration of documents; or

(iii) a corporation (other than a company or an overseas
company)-—

(A} which carries on a business principally outside Hong
Kong in an activity which, if carried on in Hong Kong,
would constitute the regulated activity;

(B) to which section 114(1) would not apply but for the
provisions of section 115(1)(i) and (ii); and

(C) to which Part XI of the Companies Ordinance (Cap.
32) would apply if it established a place of business in
Hong Kong;

(b) applications have been lodged under section 126 in respect of
such persons as referred to in section 125(1)(a) and (b) for
approval of them as the responsible officers of the applicant in
relation to the regulated activity; and

(c) anapplication has been lodged under section 130(1) for approval
of premises to be used by the applicant for keeping records or
documents required under this Ordinance.

(3) The Commission shalf refuse to grant a licence to carry on a
regulated activily under subsection (1) unless the applicant satisfies the

Commission that— ‘
(@) it is a fit and proper person to be licensed for the regulated

activity;
(&) it will be able, if licensed, to comply with the financial resources
rules; and
© it— .
(i) has lodged and maintains with the Commission such
security in accordance with rules made under subsection (4);

or
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(ii) is insured in accordance with rules made under subsection
(5).

(4) The Commission may make rules for the purposes of subsection
(3)(e)(i) that provide for—

(@) any security to be lodged and maintained by a licensed
corporation with the Commission,;

(b) the manner in which the security is lodged;

(c) the terms on which the security is maintained;

(d) the Commission’s power to apply a security lodged and
maintained with the Commission in such circumstances, for such
purposes and in such manner as may be prescribed in the rules;

(e) any other matter relating to the security.

(5} The Commission may make rules for the purposes of subsection
(3)c)(ii) that provide for—

{a) insurance coverage for specilied amounts te be iaken out and
maintained by a licensed corporation in relation to specified
risks;

(6) the terms on which the insurance is to be taken out and
maintained;

(¢} any other matier relating to the insurance.

(6) A licence granted under subsection (I) shall be subject to such
reasonable conditions as the Commission may impose, and the Commission
may at any time, by notice in writing served on the licensed corporation
concerned, amend or revoke any such condition or impose new conditions as
may be reasonable in the circumstances.

(7) Where the Commission by nolice in writing amends or revokes any
condition or imposes any new condition under subsection (6), the amendment.
revocation or imposition takes effect at the time of the service of the notice or
at the time specilied in the notice, whichever is the later.

(8) A licensed corporation shall not, when carrying on a regulated
activity for which it is licensed under subsection (1), use a name other than the
name specified in the licence.

{9) Without prejudice to the Commission’s powers under Part IX, a
licence granted to a corporation to carry on Type 7 regulated activity shall be
deemed to be revoked in respect of that regulated activity upon the
corporation’s being granted an authorization under section 95(2) to provide

automated trading services.
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118. Licensing conditions in certain cases

(1) Without limiting the gencrality of section |16(6), it shall be a
condition of a licence granted under section 116(1) for carrying on—

(«) a regulated aclivity—

(i) that the licensed corporation—

(A) shali lodge (whether or not in addition to any security
that it may have lodged) and maintain with the
Commission such security in respect of that regulated
activity as may be required by rules made under section
116(4); or

(B) is insured, in licu of lodging (where applicable) and
maintaining such security, in accordance with rules
made under section 116(5); and

(ii) that, in relation to the regulated activity, there is at least one
responsible officer of the licensed corporation who is
available at all times to supervise the business of the
regulated activity for which the corporation is licensed;

(b)) Type 3 regulated activity, that in relation to any dispute between
the licensed corporation and a client regarding or touching upon
any matter concerning the carrying on of that regulated activity,
the licensed corporation is obliged, i the client so requires, to
have the dispute settled by arbitration in accordance with rules
made under subsection (2);

e e e i A o iy e e e et
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(c) Type 7 regulated activity, that if the Commission in its absolute
. discretion requires by notice in writing, the licensed corporation

shall apply, within such reasonable period as may be specified in
the notice, for an authorization under section 95(2) for that
regulated activity, and the regulated activity shail be operated in
such manner as may be specified in the nolice pending the
revocation of the licence under section 195(2);

(d) Type 8 regulated activity, that-—

(i) the licensed corporation shall carry on no business other -
than securitics margin financing, except business that is
necessarily incidental to the carrying on of such business;
and

(ii) where the licensed corporation carries on a business in one
or more of the activities specified in Part 3 of Schedule 5, it
shall comply with the requirements of such rules made
under Part VI as apply to it in relation to such business.

(2) The Commission may make rulcs for the purposes of subsection

(1)(b) that provide for—
(¢) the establishment and functions of an arbitration panel and

relevant matters, .

() the appointment by the Financial Secretary of members of the
arbitration panel, including a chairman and one or more than
one deputy chairman;

(¢) the appointment from the arbitration panel of a tribunal to hear
a dispute between a licensed corporation and its client and the
constitution and composition of the tribunal,

(d) the liability or entitiement to costs of a party to a dispule and the
recovery of costs;

(¢) the practice and procedure in the hearing of a dispute,

(/) the Commission to use the findings of a tribunal for performing
its functions under any of the relevant provisions;

(g) the exercise of any discretion by a person under the rules.

'
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128. Applicant to provide information

(1) A person who applies—
(@) for a licence under section 116, 117, 120 or 121;
(b) for registration under section 119;
(c) for approval of accreditation or approval of transfer of
accreditation to a principal, under section 122;
(d) for approval to be a responsible officer under section 126;
(e) for variation, under section 127, of the regulated activity for
which the person is licensed or registered;
(/) for approval of premises under section 130(1);
(g) for approval to become or continue Lo be (as the case may be) a
substantial shareholder under section 132;
(h) for a modification or waiver under section 134; or
(i) [for any other matter requiring the approval of the Commission
under this Part,
shall provide the Commission with such information as it may reasonably
require to enable it Lo consider the application.

(2) In considering an application referred to in subsection (1), the
Commission may have regard to any information in its possession whether
provided by the applicant or not.

(3) The Commission may make rules providing for—

(@) the informalion to be provided by an applicant to enable the
Commission to consider his application;

(b) the form, manner and time period in which such information is
to be provided;

(c) any other matter relating thereto.
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134, Modification or waiver of requi;'ements

(1) The Commission may, upon application in the prescribed manner
and payment of the prescribed fee by—
(a) a licensed corporation;
(&) an applicant for a licence under section l l6or 117
(¢) a registered institution;
(d) an applicant for registralion under section 119;
(e) a licensed representative;
(/) an applicant for a licence under seclion 120 or 121;
(g) a responsible officer approved under section 126;
(/) a substantial shareholder approved under section 132;
(/) an applicant for approval under section 132 to become or
continue to be (as the case may be) a substantial shareholder; or
(/) an associated entity,
grant a modification or waiver, in relation to the applicant, in respect of any
condition specified in section 118 or imposed under section 116, 117, 119, 120,
121, 126 or 132 or any of the requirements of the following—
(i) sections 116(2)(b) and 125(1) and (2);
(ii) sections 116{2)(c) and 130;
(iii) rules made under section 118(2);
(iv) section 121(2)(a);
{v) section 129;
(vi} rules made under section 145;
(vii) rules made under section 148;
(viii) rules made under section 149;
(ix) rules made under section 151;
(x) rules made under scction 152;
{xi} rules made under section [68;
{xii) rules made under section 173;
{xiii) section 175(1}, (2) and (3); or
(xiv) any provision of rules made by the Commission under this
Ordinance.
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(2) The grant of a medification or waiver under subsection (1) shall be
effected by a notice in writing served on the applicant specifying the period (if
any) for which the modilication or waiver is valid.

(3) The Comumission shall refusc to grant a modification or waiver under
subscction (1) unless it is satisficd by the applicant that to do so will not
prejudice—
(@) in the case of a modification or waiver granted in respect of a

condition imposed under scction 116, 117 or 119, the interests of

any client of the applicant; or

(5 in the case of a modification or waiver granted in respect of a
condition specified in section 118 or imposed under section 120,
121, 126 or 132, or in respect of any requirement of a provision
specified in subsection (1)(i) to (xiv}, the interest of the investing
pubiic.

(4) A modification or waiver granted under subsection (1) to a person
shall be subject to such reasonable conditions as the Commission may impose, -
and the Commission may at any time, by notice in writing served on—

{a) the person;

(b) where the person is an intermediary or an associated entity, an
executive officer of the intermediary or the entity; or

{c) where the modification or waiver is granted pursuant to an
application made under subsection (I1)}e), (/) or (g), the
principal to which the person is accrediled,

amend such modification or waiver, or amend or revoke any such condition or
impose new conditions as may be reasonable in the circumstances.

(5) Subject to subsection (4), a modification or waiver granted under
subsection (1) remains in force—

(¢} il a period is specified in the notice served under subsection (2) in
respect of the modification or waiver, until the end of the period;
or

(b) if no such period is specified, until revoked by the Commission
by notice in writing served on—

(i) the person;
(i) where the person is an intermediary or an associated entily.
an executive officer of the intermediary or the entity; or
(iii) where the modification or waiver is granted pursuant (o an
application made under subsection (I)(e), (/) or (g), the
principal to which the person is accredited.

(6) In relation to a modification or waiver under subsection (1) to a
person, the Commission shall—

(¢) on the grant of the modification or waiver;

Authorized Loose-lesl Edition, Printed snd Published by the Government Printer,
Hong Kong Speclal Adminisitstive Region lssue 25
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(b)) on its amendment or an amendment or revocation of its
conditions or the imposition of any new condition on it under
subsection (4); or

(c) on its revocation under subsection (5)(b),

by notice published in the Gazette specilying, subject to subsection (7)—
(i) Lthe name of the person;

(ii) the event referred to in paragraph (a), () or (¢) (as the case may
be) and the reasons for the evenl;

(iii) any condition imposed on the modification or waiver on its
grant, or the coadition amended or revoked or newly imposed
subsequently under subsection (4} (as the case may be); and

(iv) (if applicable) the period for which the grant or amendment or
the condition so imposed is valid.

() If the applicant satisfies the Commission that specifying any
condition in compliance with subsection (6)(iii) would prejudice, to an
unrcasonable degree, the commercial interests of the applicant, the
Commission may, in lieu of specifying the condition, include in the notice
relerred 1o in subsection (6)—

(a) a brief account of its reasons for not specifying the condition;
and

(b} such appropriate information on the condition as the
Commission considers incapable of prejudicing, to an
unreasonable degree, the commercial interests of the applicant.

(8) The Commission may by rules grant a modification or waiver, in
relation to a class of licensed persons or registered institutions or associated
entities, in respect of any of the requirements of the rules referred to in
subsection (1)(vi), (vii), (viii), (ix), {x) or (xi).

{9) The Commission shall not make any rules under subscction (8) to
grant a modifcation or waiver referred to in that subsection unless the
Commission is salisficd lhat to do so will not prejudice the interest of the
investing public.

(10) The Commission may specify in the rules referred to in subsection (8)
the conditions subject to which the modification or waiver is granted and the
rules may provide that a person who fails to comply with such a condition
commils an offence and is liable on conviction to a fine not exceeding level 6.

(11) The Commission may at any time by rules—

(a) revoke a modification or waiver granted under subsection (8); or

(b) amend, revoke or add 1o, any condition subject to which such

’ modification or waiver is granted.

(12) The Commission shall not exercise its power under subsection (1),
{4), (8), (10} or (11) in relation tc any registered institution or any associated
entity that is an authorized financial institution unless the Commission has
first consulted the Monclary Authority.

(13} A person who fails to comply w_ith a condilign_imposed under
subsection (4) commits an offence and is liable on conviction to a fine at

level 6.

+
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145. Financial resources of licensed corporations

(1) The Commission may, afier consultation with the.: anancial
Secretary, make rules requiring licensed corporations to maintain such
financial resources as are specified in the rules. _ _

(2) Without limiting the generality ol: s_ubsoctloq (1) and without
prejudice {o section 398(7) and (8), the Commission may in the rules referred

to in subsection (1)— _ o _ )
{(a) require licensed corporations to maintain financial resources in

accordance with— e

(i) specified requirements as to the amount in which they are to
be maintained; and
(i) any other specified requirements;

(6) specify the assets, liabilitics and other malters to be taken into
account under the ruies to determine the amount of the financial
resources of licensed corporations for the purposes of the rules
and the extent to which, and the manner in which, they are to be
taken into account for that purpose;

(c) provide for the dilferent treatment of the assels, liabilities and
other matters for the purposes of the rules according to whether
or nol they are approved by the Commission for that purpose;

(d) provide that the rules, or any of the provisions of the rules, do
not apply to licensed corporations which maintain financial
resources, in Hong Kong or elsewhere, in accordance with an
authorization of an authority, in Hong Kong or elsewhere,
which in the opinion of the Commission performs a function
which involves the imposition of requirements relating to
financial resources of persons carrying on activities similar to
any regulated activity for which a licensed person may be
licensed, or apply to such licensed corporations with specified
modifications or only in specified circumstances;

(e} provide for the grant of approvals for specified purposes and for
the amendment or revocation of such approvals, and for the
publication of such approvals and of any amendment or
revocation of such approvals in the specified manner;

(/) require licensed corporations to submit to the Commission—

(i) at specified intervals, returns relating to their financial
resources and trading activities; and

(i) notice in writing of specified circumstances relating to their
financial resources and trading activities;

(g) require licensed corporations to submit returns to the
Commission in response lo a request by the Commission for
information relating to their financial resources and trading
activities;

() provide for any other matler relating to financial resources of
licensed corporations.
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148. Client securities and collateral held by
intermediaries and their associated
entities

(1) The Commission may make rules requiring intermediaries and their
associated entities 1o treat and deal with client securities and collateral of the
intermediaries, and to ensure that client securities and collateral of the
intermediaries that are received or held by any other person on behalf of the
intermediaries or the associated enlities (as the case may be) are treated and
dealt with, in such manner as is specified in the rules,

(2) Without limiting the generality of subsection (1) and withoul
prejudice to section 398(7) and (8), the Commission may in the rules referred
to in subscction (1)—

(s) require client securities and collateral of intermediaries to be
held, and accounted for, in the specified manner;

(b)) provide that the client securitics and collateral shall not be
deposited, iransferred, lent, pledged, repledged or otherwisc
dealt with except in the specified manner;

(c) specify the circumstances in which the client securities and
collateral may, notwithstanding that they are subject to a lawful
claim or lien, be dealt with by intermediaries or their associated
entities;

(d) provide for the approvai, subject to such conditions as the
Commission considers appropriate, of companies or overseas
companies as being suitable for the safe custody of the client

securities and collateral;
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(e) require intermediaries and their associated cntities to ensure, or
to take reasonable steps to ensure, that persons who receive or
hold the client securities and collateral on behalf of the
intermediaries or the associated entities (as the case may be)
comply with specified requirements;

(/) requirc the maintenance of records in relation to the client
securities and collateral (including records of performance of
reconciliations in respect of movements of the client securities
and collateral into and out of accounts of intermediaries or their
associated entities) in the specified manner;

(g) require the submission to the Commission, upon request or at
specified intervals, of specified information, records and
documents for the purpose of enabling the Commission to
ascerlain readily whether the rules are being complied with;

() require specified matters, and the circumstances relevant thereto,
lo be notified to the clients of intermediaries or the Commission,
or both;

(/) require a person who becomes aware that he does not comply
with any specified provision of the rules that applies to him to
notifly the Commission of that fact and of any further specified
information, within the specified time;

(/) provide for any other maltter relating to the client securities and
collateral.

(3) Except as provided in the rules made under this section, client
securities and collateral of an intermediary are not liable to be taken in
execution against the intermediary or an associated entity of the intermediary
under the order or process of a court.

(4) Rules made under this section may provide that an intermediary, or
an associated entity of an intermediary, which, without reasonable excuse,
contravenes any specified provision of the rules that applies to it commits an
offence and is liable to a specified penalty not exceeding—

{a) on conviction on indictment a fine of $200,000 and a term of
imprisonment of 2 years;

(b) on summary conviction a fine at level 6 and a term of
imprisonment of 6 months.

(5) Rules made under this section may provide that an intermediary, or
an associated cntily of an intermediary, which, with intent to defraud,
contravenes any specified provision of the rules that applies to it commits an
offence and is liable 1o a specified penalty not exceeding—

(2) on conviction on indictment a fine of $1,000,000 and a term of
imprisonment of 7 years;

(b)) on summary conviction a fine of $500,000 and a term of

imprisonment of | year.
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(6) A person is not excused from complying with a requirement in any
rules made pursuant to subsection (2)(i) to give notification to the Commission
only on the ground that to do so might tend to incriminate the person.

(7) Notwithstanding anything in this section—

(a) the power of the Commission to make rules under this section in
respect of intermediaries shall, where the intermediaries arc
registered institutions, be regarded as the power to make rules in
respect of the intermediaries only in relation to client securities
and collateral received or held by them in the course of the
businesses which conslitute any regulated activities for which
they are registered;

{i) the power of the Commission to make rules under this section in
respect of associated entities shall, where the associated entitics
are authorized financial institutions, be regarded as the power to
make rules in respect of the associated entities only in relation to
client securities and collateral received or held by them in the
course of their businesses of receiving or holding client securities
and collateral of intermediaries of which they are associaled
entities.

(8) Notwithstanding anything in subsection (3), that subsection—

(@) applies to client securities and collateral received or held by a
registered institution only if the client securities and collateral
were received or held by the registered institution in the coursc
of the business which constitutes any regulated activity for which
the registered institution is registered;

() applies to client securities and collateral received or held by an
associated entity that is an authorized financial institution only
il the client securities and collateral were received or held by the
associated entity in the course of its business of receiving or
holding client securities and collateral of the intermediary of
which the associated entity is an associated entity.



msnn

925 NIV EERED

CAP. 571

Securities and Futures Ordinance

145. ARMEARAABRRBRHHESRN

(1) BEATTALRN - Bt m A AW R IS AR
BP0 F 50 -

D) TERBERS () KO — ML R A RES 398(7) K (8) M9 IRANT » R EAS

TEH (D) KRB P —

()
b
(c)
)
(e)

(2)
"
(i)

()
(%)

i

SR T RVE NI AR TS A A B E S R

fHNCW S B R PR A MR

$5 VI % (e By B G0 (] B0 2 S SO AR UL I AR A TR AR MRS » bR b il
TTAY 77 FCAR T 52 { A% 35 RO

SR A MW 0 & ST BORREL e () » 6 RS WL & 17 357
AR By {5 0

WL RN B IR SRS IRINE B 8 » GUIE A e T BRI B F 18
SRS IR A R B Rz EPRA ;

BUE LRI Jr AU MR {1 SRS R EE AR A A
HEMIRAL i Fr il 09 A °F L2 DL AR ISR R A
ggmmmmmmF’ﬁ%ummﬁﬁmm&ﬁmmﬁﬁﬁﬁﬁmzﬁ
HELEIINY T A MG R SRS N (RIEREFREEASIR
PR AR ITIONRAY ) ;

HUE TE R O 101 R A B R AR IR » 1R A% fr 2 ARG IR -
BCER A0 1T » RATTA% fr 50 S99 50 PR 35 25 BLA B 5 0045 0<T: 5

B AR WA TR M R S A TTIT RO WY iR » SRR MY K
ERADE ol MR

SRTE (T A A S 50 0 i 2 97 300 ST R0 AR ol B8 M) B2 R IR 4 (T 45 W e 3 )
STESR W) 04 B IH) A 0L O L BT (M — 2 MW R A A R
RHT-ZF AN IOEE » 18 -

149. Client money held by licensed corporations
and their associated entities

(1) The Commission may make rules requiring licensed corporations and
their associated enlities to treat and deal with client money of the licensed

corporations in such manner as is specified in the rules.
(2) Without limiting the generality of subsection (1) and withoul

prejudice to section 398(7) and (8), the Commission may in the rules referred
to in subsection (1)— |
(a) require client money of licensed corporations or any part thercol

)
(c)

(d)

(e)

(g)
)

)

(k)

0

to be paid into segregated accounts established for client money
and designated as trust accounts or client accounts;

specify when and how the client money or any part thereof is to
be paid into such accounts and require it to be deall with, and
accounted for, in the specified manner;

specifly the amount or proportion of the client money that is not
to be paid into such accounts, and the deductions that may be
made before the client money is paid into such accounts;

specify the circumstances in which the client money may be paid
out of such accounts, including the circumstances in which the
client money that is the subject of a lawful claim or lien may be
paid out of such accounts;

require interest accruing from the holding of the client money in
such accounts to be dealt with and paid in the specified manner;
specily the persons in Hong Kong with whom such accounts are
to be established and maintained;

provide for authorization by the Commission as a condition for
payment out ol such accounts in specificd circumstances;
require the maintenance of records in relation to such accounts
{including records of performance of reconciliations of payments
of the client money inlo and out of such accounts) in the
specified manner; _

require the submission to the Commission, upon request or at
specified intervals, of specified information, records and
documents for the purpose of enabling the Commission to
ascertain readily whether the rules are being complied with;
require specified matters, and the circumstances relevant thereto,
to be notified to the clients of licensed corporations or the
Commission, or both;

require a person who becomes aware that he does not comply
with any specified provision of the rules that applies to him to
notify the Commission of that fact and of any further specified
information, within the specified time;

provide for any other malter relating to the client money.
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(3) Except as provided in the rules made under this section, client money
of a licensed corporation is not liable 1o be taken in execution against the
licensed corporation or an associated entity of the licensed corporation under
the order or process of a court.

(4) Rules made under this section may provide that a licensed
corporation, or an associated entity of a licensed corporation, which, without
reasonable excuse, contravenes any specified provision of the rules that applies
to il commils an offence and is liable to a specified penalty not exceeding—

(@) on conviction on indictment a fine of $200,000 and a term of
imprisonment of 2 years;

() on summary conviction a fine at level 6 and a term of
imprisonment of 6 months.

(5) Rules made under this section may provide that a licensed
corporalion, or an associaled entity of a licensed corporation, which, with
intent to defraud, coniravenes any specified provision of the rules that applies
to it commits an offence and is liable to a specified penalty not exceeding—

{a) on conviction on indictment a fine of $1,000,000 and a term of
imprisonment of 7 years;

(/) on summary conviction a fine of $500,000 and a term of
imprisonment of | year.

(6) A person is not excused from complying with a requirement in any
rules made pursuant to subsection (2)(k) to give notification to the
Commission only on the ground that to do so might tend to incriminate the
person.

(7) Notwithstanding anything in this section, no rules made under this
section shall apply to associated entities that are authorized financial
institutions.

(8) Notwithslanding anything in subsection (3), that subsection does not
prevent client money of a licensed corporation that is received or held by an
associated entity that is an authorized financial institution from being taken in

execution against the associated entity.



WS WRAMEEN

Sl ARARRABRNEANGRARLCH

(1) S Aarar s Be—

(@) o AB{FAS TR WA El M ACHR 5
(B PAANFARBERMEEIRERGOTNANTSRE - NEESE
RIEUIRR A A% -
(2) TEFRERH () B — Atk R TIRF 4 398(7) 1 (8) BEOYIRNI T » @R &7
A (1) SR BRI e —

(@ BUEPAARKABMRRNMAEVNEHOREEEMRERLE ;

(6) MRFMFREARRERNTRIELBRE

() SRMEFWR B BOACHR 0T T 8155 T 2008 B 09 D% T JR 72 A0 Jo 6 10 3 5

(d} SRIEAT (T A W SEA I AT I ST A5 45 BRI b S LR ) 4 T $ ) 4 3 » 0D
SRULE AR WD TN) Mg 05 10 B8 {1 (T S — 21 00 S WS 0 SO AT 1A

() BUMR-T- VRO EL B SR SIS B4R IR » WA AR el sy AT
mMEFBRNNMGIE -

) ERAMREBRNIKET - d A ARAFS RN B 258 b »
GUICTI R el A A SR CHURS O B 00G 50 ) #4108 » B8 £ M v A A BRAEPUID (BLRS
EGE AT AT

4) (EfAERIERIT—

(@) TEMSFIRBKMERT AR R B R R TSR IT RN ENE
FOPICA - RCHREURT TR il 1 T H L R s R WA UR » R
[ETE3E R BRI ICA - IORERT SRR ;

(&) MBR - FSE - BBBRERIQ B B M - 0458 - BREICHIEFCAA -
NSRBI 2 00 ST AR A MR AT S (9 2 R B8 38 e B 28 M0 <T I T A U T 40
idiol J=E 30 TUL 31 B 14

() BLAT A0 £ IRAL UYIU ST 0 085 I A0 288 140 11 20 SO S 460 3 6 6 I S 1) L0 e 15
A A TS IR (R A7 00 B SRATSE P BT A - NSRS L faT A funitt
A - MBRERRFTEAAUR

20 IE—

600628

CAP. 571 Securities and Futures Ordinance:

151. Keeping of accounts and records by intermediaries
and their associsted entities.

(l) The Commission may make rules to provide for—

(a) the keeping by intermediaries of such accounts and records as
are specified in the rules;

(b) the kecping by associated entities of inlermediaries of such
accounts and records in respect of client assets of the
intermediaries that they receive or hold as are specified in the
rules,

(2) Without limiting the generality of subsection (1) and without
prejudice to section 398(7) and (8), the Commission may in the rules referred
to in subsection (1)—

(@) require intermediaries and their associated cntities to keep the
specified accounts and records for specified purposes;

(b) provide for the manner in which the accounts and records are to
be kept;

{c) provide for the period for which, and the location at which, the
accounts and records arc lo be kept beforc they may be
destroyed;

{(d) require a person who becomes aware that he does not comply
with any specified provision of the rules that applies to him to
notify the Commission of that fact and of any further specified
information, within the specified time;

(e} provide for any other matter relating to accounts and records to
be kept, whether by intermediaries or their associated entities.

(3) An entry in the accounts or records of an intermediary or an
associated entity of an intermediary shall, in the absence of evidence to the
contrary, be deemed to have been made by or wilth the authority of the
intermediary or the associated entity (as the case may be).

(4) A person who, with intent to defraud—

(@) enters, records or stores, or causes to be entered, recorded or
stored, in any accounts or records kept in compliance with, or in
purported compliance with, rules made under this section, any
matter which he knows to be false or misleading in a material
particular;

(b) dcletes, destroys, removes or falsifies, or causes to be deleted,
destroyed, removed or falsified, any matter that has been
entered, recorded or stored in any accounts or records kept in
compliance with, or in purported compliance with, rules made
under this section; or

(¢) fails to enter, record or store in any accounts or records kept in
compliance with, or in purported compliance with, rules made
under this section, as soon as reasonably practicable, any matter
that should be so entered, recorded or stored,

commits an offence and is liable— .
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(i) on conviction on indictment to a fine of $1,000,000 and to
imprisonment for 7 years; or

(i) on summary conviclion to a fine of $500,000 and to
imprisonment for 1 year.

(5) Rules made under this section may provide that an intermediary, or
an associaled entity of an intermediary, which, without reasonable excuse,
contravenes any specified provision of the rules that applies to it commtits an
offence and is liable to a specified penalty not exceeding—

(@) on conviclion on indictment a fine of $200,000 and a term of
imprisonment of 2 years;

(b)) on summary conviction a fine at level 6 and a term of
imprisonment of 6 months.

(6) Rules made under this section may provide that an intermediary, or
an associated entity of an intermediary, which, with intent to defraud,
contravenes any specificd provision of the rules that applies to it commits an
offence and is liable to a specified penalty not exceeding—

(«4) on conviction on indictment a fine of $1,000,000 and a term of
imprisonment of 7 years;

() on summary conviction a fine of $500,000 and a term of
imprisonment of 1 year.

(7) A person is not excused from complying with a requirement in any
rules made pursuant to subsection (2}(d) to give notification to the
Commission only on the ground that to do so might tend to incriminate the

rson.
P (8) Notwithstanding anything in this section, the power of the
Commission to make rules under this section in respect of intermediaries shall,
where the intermediarics are registered institutions, be regarded as the power
to make rules in respect of the intermediaries only in relation to accounts and
records relating to the businesses which constitute any regulated activities for

which they are registered.
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152. Provision of contract notes, receipts, statements of
account and notifications by intermediaries and
their associated entities

() The Commission may make rules to provide for—
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(@) the preparation by intermediaries of such contract notes,
receipts, statements of account and notifications as are specified
in the rules, and the provision thereof to clients of the

intermediaries;

(») the preparation by associated entities of intermediaries, in
respect of client assets of the intermediaries that they receive or
hold, of such receipis, statements of account and notifications as
are specified in the rules, and the provision thereof to clients of
the intermediarics.

(2) Without limiting the generality of subsection (I) and without

prejudice to section 398(7) and (8), the Commission may in the rules referred
! to in subsection (1)}—

!

(«) require intermediaries, in relation to all transactions they enter
into, over any specified period of time, with or on behalf of a
client of the intermediaries in the conduct of any of the
businesses which constitute any regulated activities for which
they are licensed or registered, to prepare and provide to the
client a contract note and, where applicable, a statement of
account in the specified manner and circumstances;

(b) require intermediaries and their associated entities, in relation to
every client of the intermediaries to whom the intermediaries
have provided financial accommodation, to prepare and provide
to the clicnt a statement of account in the specificd manner and
circumstances;

(c) require intermediaries and their associated entities, in relation to .
every receipt of client assets from or for the account of a client of
the intermediaries, to prepare and provide to the client a receipt
in the specified manner and circumstances;

(d) require intermediaries and their associated entities, in relation to
every notification which relates to client assets received or held
by the intermediaries or the associated entities (as the case may
be) on behalf of a client of the intermediaries, and which is
received from any person other than the client (including any
notification concerning any entitlement relating to client assets),
to prepare and provide to the client a notification in the specified
manner and circumstances:
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(¢) provide for the time when contract notes, receipts, statements of
account and notifications are to be provided and the period for
which, and the location at which, copies thercof are to be kept
before they may be destroyed;

(/) require a person who becomes aware that he does not comply
with any specified provision of the rules that applies to him to
notify the Commission of that fact and of any further specified
information, within the specified time;

(g) provide for any other matter relating to contract notes, receipts.
statements of account and notifications to be prepared and
provided to clients of intermediaries, whether by the
intermediaries or their associated entities.

(3) Rules made under this section may provide that an intermediary, or
an associated entily of an intermediary, which, without reasonable excuse.
contravenes any specified provision of the rules that applies to it commits an
offence and is liable to a specified penalty not exceeding—

(@) on conviction on indictment a fine of $200,000 and a term of
imprisonment of 2 years;

() on summary conviction a finc at level 6 and a term of
imprisonment of 6 months,

(4) Rules made under this section may provide that an intermediary, or
an associated entity of an intermediary, which, with intent to defraud.
contravenes any specified provision of the rules that applies to it commits an
offence and is liable to a specified penally not exceeding—

(a) on conviction on indictment a fine of $1,000,000 and a term of
imprisonment of 7 years;

(b)) on summary conviction a fine ol $500,000 and a term of
imprisonment of 1 year.

(5) A person is not cxcused from complying with a requirement in any
rules made pursuant lo subsection (2)(f) to give notification to the
Commission only on the ground that to do so might tend to incriminate the
person.

(6) Notwithstanding anything in this section, the power of the
Commission to make rules under this section in respect of intermediaries shall.
where the intermediaries are registered institutions, be regarded as the power
to make rules in respect of the intermediaries only in relation to contract notes,
receipts, statements of account and notifications relating to the businesses
which constitute any regulated activities for which they are registered.
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168. Business conduct of intermediaries
and their representatives

(I) The Commission may make rules requiring intermediaries and their
representatives to comply with such practices and standards, relating to the
conduct of the inlermediaries or the representatives (as the case may be) in
carrying on the regulated activities for which the intermediaries are licensed or
registered, as are specified in the rules.

(2) Without limiting the generality of subsection (1) and without
prejudice to section 398(7) and (8), the Commission may in the rules referred
to in subsection (1)~

(@) prohibil the usc of misleading or deceptive advertisements by or
on behalf of intermediaries, and impose conditions for the use of
advertisements by or on behalf of intermediaries;

(b) require specified terms and conditions to be included in client
contracts and provide that the terms and conditions are, unless
the Commission in rclation to any particular term or condition
otherwise directs, to be deemed to be of the essence of the client
contracts in which they are included, whether or not a different
intention appears from the provisions of such client contracts;

(c) require an intermediary to provide to its client, upon entering
into a client contraci with the client, and thereafter from time to
time upon request by the client, specified information concerning
the business of the intermediary, and the identity and status of
any person acting on behalf of the intermediary and with whom
the client may have contact;
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(d) require an intermediary, and any representative of an
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intermediary, to take specified steps to ascertain, in relation to
each of the clients of the intermediary, specified matters relating
to his identity and his financial situation, investment experience
and investment objectives relevant to the services to be provided
by the inlermediary;

require an intermediary, and any representative of an
intermediary, to take specified steps before providing
information or advice concerning financial products to any
client of the intermediary;

require an intermediary, and any representative of an
intermediary, when making any recommendation concerning
any financial product to any client of the intermediary, to
disclose to the client in the specificd manner any interest the
intermediary or the representaltive (as the case may be) may have
in the financial product;

require an intermediary, and any representative of an
intermediary, to take specified steps to ensure that disclosure is
made to any client of the intermediary of financial risks in
relation to amy financial product the intermediary or the
representative (as the case may be) recommends to the client;
require an intermediary, and any representative of an
intermediary, to take specified steps 1o ensure that disclosure is
made to any client of the intermediary of any commission or
advantage the intermediary or the representative (as the case
may be) receives or is to receive ffom any third parly in
connection with any financial product the intermediary or the
representative (as the case may be) recommends to the client;
require an intermediary, and any representative of an
intermediary, not to effect a transaction on behalf of any client
of the intermediary in specified circumstances;

prohibit the use by an intermediary, or any representative of an
intermediary, of information relating (o the alfairs of a client of
the intermediary, except in specified circumstances and under
specified conditions;

require an intermediary, and any representalive of an
intermediary, to take specified steps in cases of confli¢t arising
between any of their interests and those of a client of the
intermediary;

prohibit- the receipt by an intermediary of any property or
services from another intermediary in consideration of directing
business to that other intermediary, except in specified
circumstances and under specified conditions;

000633
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(m) prohibit the dealing by any representative of an intermediary for
his own account in securities or futures contracts, except in
specified circumstances and under specified conditions;

{n) require an intermediary, and any representative of an
intermediary, 1o take specified steps to introduce and implement
procedures to discourage and identify any money laundering
activities;

(o) provide for any other matter relating to the practices and
standards relating to conduct in carrying on the regulated
activities for which intermediaries are licensed or registered.

{3) Notwithstanding anything in this section, the Commission shall not
exercise any of its powers under this section to make rules to specify any terms
and conditions for the purposes of any requirement referred to in subsection
(2)(b) unless it is satisfied that the specification of the terms and conditions is
for the better furtherance of any of its regulatory objectives or the better
performance of any of its functions.

{4) Rules made under this scction may provide that an intermediary, or a
representative of an inlermediary, that, without reasonable excuse, contravenes
any specified provision of the rules that applies to it or him commits an offence
and s liable to a specified penalty not exceeding—

(2) on conviction on indictment a fine of $200,000 and a term of
imprisonment of 2 years; _

() on summary conviclion a fine at level 6 and a term of
imprisonment of 6 months.
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173. Requirements for options trading

(1) The Commission may make rules—
() prohibiting Type 1 intermediaries from—
(i) transacting in Hong Kong;
(ii) holding themselves out in Hong Kong as being prepared to
transact,
except as provided in the rules, any dealing whereby directly or
indirectly they confer on any person an option to sell to or
purchase from them, or any other person on their behalf, any
listed securities;
(b) prohibiting Type 2 intermediaries from—
(i) transacting in Hong Kong;
(ii) holding themselves out in Hong Kong as being prepared to
transact,
except as provided in the rules, any dealing whereby directly or
indirectly they confer on any person an option to sell to or
purchase from them, or any other person on their behalf, any
futures contracts traded on a recognized futures market.

(2) Rules made under this section may provide that a Type |
intermediary, or a Type 2 intermediary, which, without reasonable excuse,
contravenes any specified provision of the rules that applies to it commits an
offence and is liable to a specified penalty not exceeding—

(@) on conviction on indictment a fine of $200,000 and a term of
imprisonment of 2 years;

(b) on summary conviction a finc at level 6 and a term of
imprisonment of 6 months.

{3) In this section—

“Type | intermediary” (% | 8 A A) means an intermediary licensed or
registered for Type 1 regulated activity;

“Type 2 intermediary” (% 2 #(*Pf*A) means an intermediary licensed or
registered for Type 2 regulated activity.
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244. Rules by Chiefl Executive in Council
and Commission

(1) The Chief Executive in Council may make rules for the following

maltters—

e
®
(c)

(d)

the means of funding the compensation fund;

the maximum amount of compensation that may be paid to a
person making a claim for compensation;

the maintenance of sub-accounts under section 240(2)(¢c),
payments to be made from such sub-accounts and the
apportionment between different sub-accounts of expenses
incurred in relation to the compensation fund and of interest
earned on the fund;

providing for the better carrying out of the objects and purposes

of this Part.

(2) Without prejudice to section 398(7) and (8}, the Commission may,
subject 1o subscction (3), make rules which are not inconsistent with rules
made by the Chiel Executive in Council under subscction (1), for the following

malters—

(@)
)
{c)
(d)
(e)
)
(g)
)

)

the circumstances in which a person is entitled to claim

compensation, including any matter referred to in section 235 or

236(2) which may be prescribed by rules made under this section;

the manner in which the claim for compensation is to be made;

the payment of costs of and incidental to the making and

proving of a claim for coinpensalion;

the payment of interest on the amount of compensation;

the information or documents to be supplied to the Commission

for the purpose of enabling the Commission to determine the

application;

the persons or classes of persons who are not entitled {0 make a

claim for compensation;

the circumstances and manner in which the Commission may

call for claims for compensalion;

the determination and payment of and the procedures for

dealing with a claim for compensation;

enabling the Commission—

(i) to submit a claim for compensation as a proof of debt in

any winding-up or bankruptcy proceedings;

(i) to pay compensation in the form of securities and to
_purchase securities for that purpose; and

(iii) to require the assignment of a claimant's rights of action as
a pre-condition for the payment of compensation;

the functions of a recognized investor compensation company in

relation to the management or administration of the

compensation fund;

GO0G36
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(k) the formulation of proper accounting and auditing systems with
respect to the management or administration of the
compensation fund for which a recognized investor
compensation company may be responsible upon a transfer of a
function 1o it under section 80;

(/) arrangements that are to be made when a recognized investor
compensation company is wound up;

(m) the obtaining of such insurance, surety, guarantee or other
security or the making of such financial arrangement as may be
necessary or appropriate for the better carrying out of the
objects and purposes of this Part;

(m) providing for the better carrying out of the objects and purposes
of this Part.

(3) The Commission shall consuit the Financial Secretary before making
rules under subsection (2) for the matters specified in paragraphs (a) and (/) of

that subsection.
(4) In making any rules under subsection (I)}a), the Chiefl’ Executive in

Council shall ensure that the funds of the compensation fund shall, so far as
reasonably practicable, be borne by participants or any particular class of
participants in the securities and futures market.
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‘ - (3) A person shall be regarded as having the authority referred to in

subsection (1) where a corporation has the authority referred to in that

subsecuon and—
(a) the corporation is, or its directors are, accustomed or under an

obligation, whether formal or informal, to act in accordance
with the directions or instructions of the person in relation to the
securities ip queslion; or

(b) the person, or an associate of the person, is a controller of the
corporation.
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(4) Where a person—

(@) has entered into a contract to purchase securities;

(b) has a right to have securities transferred to him or to his order
whether the right is exercisable presently or in the future and
whether on the fullilment of a condition or not; or

(c) has the right to acquire sccurities, or an interest in securities,
under an option, whether the right is exercisable presently or in
the future and whether on the fulfilment of a condition or not,

the person shall, to the extent to which he could do so on completing the
contract, enforcing the right or exercising the option, be regarded as having the
authority referred to in subsection (1).

(5) Where securilics are subject to a trust, and a person who is nol a
trustee in those securities has an interest in those sccurities by virtue of
subsection (4)(b), the interest of a trustee in Lhose securities shall be
disregarded for the purpose of determining whether the person has an interest

in securities for the purposes of Division 3.
(6) The Commission may make rules to prescribe that an interest, being

an interest of a person or of the persons included in a class of persons, shall be
disregarded for the purpose of determining whether the person or the persons
has or have an interest in securities for the purposes of Division 5.

(1) For the purposes of Division 5, a sale or purchase of securities does
not involve a change in their beneficial ownership if a person who had an
interest in the securities before the sale or purchase, or an associate of the
person, has an interest in the securities after the sale or purchase.
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282. Conduct not to constitute market misconduct

(1) Notwithstanding anything in this Part, a person shall not be regarded
as having engaged in market misconduct by reason of any market misconduct
under this Part il he establishes that the conduct in question is, according (o
the rules made under subsection (2), not to be regarded as constituting market
misconduct.

(2) For the purposes of subsection (1), the Commission, alter
consultation with the Financial Secretary, may, where it considers it is in the
public interest to do so, make rules to prescribe the circumstances in which any
conduct that would otherwise constitute market misconduct under this Part
shall not be regarded as constituting market misconduct.

(3) Notwithstanding anything in this Part, where—
(a) it is alleged that a person has engaged in market misconduct
under section 274, 275 or 278 by reason of any conduct; and
(b) it is so alleged on the basis that the conduct was carried out not
in respect of securities or futures contracts traded on a relevant
recognized market or by means of authorized automated trading
services, but in respect of securities or futures contracts traded
.on a relevant overseas market,
the person shall not be regarded as having engaged in the market misconduct
unless it is proved that in any place in which such relevant overseas market is
situated the conduct would have been unlawful had it been carried out there.
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290. Interest in securities and beneficial ownership,
etc. (market misconduct offences other than
insider dealing offence)

(1) For the purposes of Division 3, a person shall be regarded as having
an interest in securities il he has authority, whether formal or informal and
whether express or implied, to dispose of or lo exercise control over the
disposal of the securities or, in the case of options in respect of the securities,

to exercise the oplions.
(2) 1t is immaterial that the authority of a person referred to in

subsection {1)—
(a) is, or is capable of being made, subject to restraint or restriction;
or
(b) is exercisable jointly with another person.
(3) A person shall be regarded as having the authority referred to in
subscction (1) where a corporation has the authority referred to in that

subsection and—
(a) the corporation is, or its directors are, accustomed or under an

obligation, whether formai or informal, to act in accordance
with the directions or instructions of the person in relation to the
securities in question; or

(b) the person, or an associate of the person, is a controller of the
corporation. '

{(4) Where a person—
(a) has entered into a contract to purchase securities;
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(#) has a right to have securities transferred to him or to his order
whether the right is exercisable presently or in the future and
whether on the {ulfilment of a condition or not; or

(c) has the right to acquire securilies, or an interest in securities,
under an option, whether the right is exercisable presently or in
the future and whether on the fulfilment of a condition or not,

the person shall, to the extent to which he could do so on completing the
contract, enforcing the right or exercising the option, be regarded as having the
authority referred to in subsection (1).

(5) Where securities are subject to a trust, and a person who is not a
trustee in those securities has an inlerest in those securities by virtue of
subscction (4)(b), the inicrest of a truslce in those securities shall be
dlsregarded for the purpose of delermining whether the person has an interest
in securities for the purposes of Division 3.

{6) The Commission may make rules o prescribe that an mterest. being
an interest of a person or of the persons included in a class of persons, shall be
disregarded for the purpose of determining whether the person or the persons
has or have an interest in securities for the purposes of Division 3.

(7) For the purposes of Division 3, a sale or purchase of securities does
not involve a change in their beneficial ownership if a person who had an
interest in the securities before the sale or purchase, or an associate of the
person, has an interest in the securities after the sale or purchase.
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306. Conduct not to constitute offences

(1) Notwithstanding anything in this Part, where a person is charged
with an offence under this Part (other than section 300 or 302) by reason of
any conduct, it is a defence to the charge for the person to prove that the
conduct is, according to the rules made under subsection (2), not to be
regarded as constituting an offence.

(2) For the purposes of subsection (1), the Commission, after
consultation with the Financial Secretary, may, where it considers it is in the
public interest to do so, make rules to prescribe the circumstances in which any
conduct that would otherwise constituie an offence under this Part (other than
section 300 or 302) shall not be regarded as constituting such an offence.

(3) Notwithstanding anything in this Part, where—

(a) a person is charged with an offence under section 295, 296 or 299
by reason of any conduct; and
(b) the person is charged on the basis that the conduct was carried
out not in respect of securities or futures contracts traded on a
relevant recognized market or by means of authorized
automated trading services, but in respect of securities or futures
contracts traded on a relevant overseas market,
the person shall not be convicted of the offence unless the prosecution proves
that in any place in which such relevant overseas market is situated the
conduct would have constituted a criminal offence had it been carried out

there.

000643
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I A5 MR AR R A SPLATR% S BT B I M MBI o+ a2 323 4% . (@) prescribe interests and short positions in shares comprised in the

i 45 AR e rclevant share capital of a listed corporation, that are or are lo

(BY TbT 315 30300 3) Mo RT09) N 2500 HE TE S MAS TS 5 be deali with pursuant to the provisions of 8 securities

() T (R4 3F BLIMR WIS VR PO SLRT: - 0 oA ML 7 S BRAE O 4K B Srposes of section 10 apreoments (0 be disregarded for the

KD 3 15 % s IR MESCMR IR - 7 T BRI 0 5O 25 3 ot o e aion 323 subject lo such conditions as may be

U L (by prescribe circumstances of change in the nature of interests for

the purposes of section 313(13);

(c) provide for exclusions, subject to such conditions as may
be specified in the rules, from the requirement to give
notification under any provision of this Part in respect of
interests, or short positions, in shares comprised in the relevant
share capital of a listed corporation that are or are to be dealt
with pursuant to the provisions of a securities borrowing and

lending agreement.
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397. Rules by Commission

(1) The Commission may make rules to—
(a) provide for applications for licence and registration, the issue of

®)

(©)

(d)

licences and certilicates of registration, and incidenlal matters;
require the display of licences and certificates of registration in
the specified manner and circumstances and at specified places,
and require that licences and certificates of registration are in
specified circumstances, other than those specified in any
provision of this Ordinance, to be returned to the Commission
for any specified purpose;

require intermediaries to carry on business in relation (o a
specified class of persons, and in the specified manner and
circumstances;

prescribe the qualifications, experience and training required
of any persons employed or engaged by intermediaries, and

" provide for the obligations imposed on the persons and the

(e)

(g)

(i

intermediaries in relation to such requirements, the examinations
that applicants for lficence or registration are required to take,
and the circumstances in which they may be exempted from such
requirements;

provide for the correction of errors in the register maintained by
the Commission under section 136;

provide for the admissibility in evidence in judicial or other
proceedings of specified records, and extracts from specified
records, kept by the Commission;

require documents and information required to be lodged, filed,
submitted or retained for the purposes of any provision of this
Ordinance to be so lodged, filed, submitted or retained in the
specified manner, whether by electronic or other means;

require documents and information lodged, filed, submitted or
retained for the purposes of any provision of this Ordinance in
any specified manner to be completed, signed, executed and
authenticated in the specified form and manner;
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(r)

specify whether, when and the circumstances in which records
compiled in any specified form or manner, or documents or
information completed, signed, executed or authenticated in any
specified form or manner, are acceptable or required for the
purposes of any provision of this Ordinance;
require the payment of remuneration to any auditor appointed,
and the costs of an audit carried out, under any provision of this
Ordinance, and provide for matters relating to such
remuneration and costs;
require a person of a specified description, when selling securities
at or through a recognized stock market where his right to vest
the securitics in the purchaser (or, where he is acting as agent, his
principal’s right to do so) is derived from an arrangement of a
specified kind, to notify the exchange participant through whom
the sale is being effected of the fact that the right to vest the
securities in the purchaser is derived from such an arrangement,
and require the person who, having sold such securities pursuant
to such an arrangement, purchases securities at or through a
recognized stock market in satisfaction, in whole or in part, of
his obligations under the arrangement to notify the exchange
participant through whom the purchase or purchases is or are
being effected of that fact;
requirc a lender under a securities borrowing and lending
agreement to— . -
(i) keep specified records or documents in the specified form
and manner; and
(i) give copies of such records or documents to the
Commiission al its request in the specified form and manner
and within the specified time;
require intermediaries to make returns at specified times
(whether at regular intervals or otherwise) to the Commission,
and provide for the particulars, or the nature of particulars, to
be contained therein, the person by whom, and the manner and
circumstances in which they are to be made, and other matters
related to such returns;
require a form or return required to be submitted under any
provision of this Ordinance to be received by the Commission by
or within the specified time;
prescribe, specify or provide for any matter which this
Ordinance provides is, or may be, prescribed, specified or
provided for by rules made under this section;
provide for any other matters for the better carrying out of the
objects and purposes of this Ordinance.
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(2) In addition to the power to make rules under subsection (1), the
Commission may, after consultation with the Financial Secretary, make such
other rules as are necessary for the furtherance of any of its regulatory
objectives and the performance of any of its functions.

(3) Netwithstanding anything in this section—

(«) the power of the Commission to make rules under this section in
respect of any persons as intermediaries shall, where the
intermediaries are registered institutions, be regarded as the
power to make rules in respect of the intermediaries only in
relation to the businesses which constitute any regulated
activities for which they are registered;

(h) the power of the Commission to make rules under this section in
respcct of any persons us associated entities shall, where the
associated entities are authorized financial institutions, be
regarded as the power to make rules in respect of the associated
entities only in relation to their businesses of receiving or holding
client assets of intermediaries of which they are associated
entities.

(4) For the avoidance of doubt, the powers of the Commission to make
rules under this section are in addition to and not in derogation of any other
power of the Commission to make rules under any provision of this or any

other Ordinance.
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398. General provisions for rules by Commission

(I) Notwithstanding any other provisions of this Ordinance but subject
to subsection (3), where the Commission proposes to make rules under any
provision of this Ordinance, it shall publish a draft of the proposed rules, in
such manner as it considers appropriate, for the purpose of inviting
representations on the proposed rules by the public.

(2) Where the Commission makes any rules under any provision of this
Ordinance alter a draft is published under subsection (1) in relation to the
rules, it shall— -

(«) publish, in such manner as it considers appropriate, an account
selting out in general terms—
(i) the representations made on the draft; and
(ii) the response of the Commission to the representations; and
(b) where the rules are made with modifications which in the
opinion of the Commission result in the rules being significantly
different from the draft, publish, in such manner as it considers
appropriate, details of the difference.
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(3) Subsections (1} and (2) do not apply if the Commission considers, in
the circumstances of the case, that——

(a) it is inappropriate or unnecessary that such subsections should
apply; or

(b) any delay involved in complying with such subsections would
not

(i) in the interest of the investing public; or

(ii) in the public interest,

(4) Notwithstanding any other provisions of this Ordinance, the
Commission shall consult the Monetary Authority regarding rules it proposes
to make under any provision of this Ordinance in so far as such rules apply to
authorized financial institutions by reason of their being registered institutions,
or associated entities of intermediaries.

(5) For the avoidance of doubt, nothing in subsections (1) to (4) affects
any other requirements which, apart from such subsections, apply to the
making of any rules under any provision of this Ordinance.

(6) Where rules are made by the Commission under any provision of this
Ordinance and it has not been provided in this Ordinance that the rules may
provide that a contravention of any specified provision of the rules constitutes
an offence, the Chiel Executive in Council may make regulations to provide
that a person who contravenes any specified provision of the rules that applies
to him commits an offence and is liable to a specified penalty not exceeding—

(@) on conviction on indictment a fine of $500,000 and a term of
imprisonment of 2 years;

(b)) on summary conviction a fine al level 6 and a term of
imprisonment of 6 months. .

(7) Except as otherwise provided in this Ordinance, rules made by the
Commission under any provision of this Ordinance may provide that, subject
to the terms and conditions specified in the rules, the provisions of this
Ordinance specified in the rules—

(a) shall not have effect, or shall only have effect to a specified
extent, in relation to any specified person or to members of a
specified class of persons—

(i) who is or are or may be required to be licensed by reason
only of his or their doing anything that is incidental to
another business;

(ii) who does not or do not, on behalf of any other person, deal
in securities or futures contracts or trade in interests in
coliective investment schemes or leveraged foreign exchange

- contracts; or

(iii) who is or are or may be required to be licensed by reason
only of his or their entering into a specified class of
transactions;
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shall not have effect in relation 10 any specified transaction or
class of transactions entered into by any specified person or class
of persons;

shall, where they require any application, statement, notice or
other document (however described) to be lodged or filed with
or submiited to the Commission, be regarded as having been
complied with if the application, statement, notice or other
document (as the case may be) is lodged or filed with or
submitted to any other specified person.

(8) Except as otherwise provided in this Ordinance, rules made by the

Commission under any provision of this Ordinance—
(«) may be of general or special application and may be made so as

(6
(o)

(d)
()

to apply only in specified circumstances;

may make different provisions for different circumstances and
provide for dilferent cases or classes of cases;

may authorize any matter or thing to be determined, applied or
regulated by any specified person;

may provide for the exercise of discretion in specified cases;
may, for the better and more effectual carrying into effect of
any provision of this Ordinance or the rules, include any
savings, transitional, incidental, supplemental, evidential and
consequential provisions (whether involving the provisions of
any principal legisiation or the provisions of any subsidiary

legislation).
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404. Exclusions of provisions of Gambling Ordinance

(1) Subject to subsection (2), the Gambling Ordinance (Cap. [48) shall
not apply to any transaction or activity which is regulated by or under, or
which is carried out in compliance with, this Ordinance.

(2) The Commission may make rules to prescribe any class of
transaclions or aclivities (being transactions or activities to which the
Gambling Ordinance (Cap. 148) would apart from this section apply), whether
by reference to the nature of the transactions or activities or all or any of the
parties to or persons involved in the transactions or activities or otherwise, as
a class of transactions or activities to which that Ordinance shall apply,
whercupon that Ordinance shall have application accordingly.



IV. Provisions relating to the role of the Chairman of the Securities and Futures

Commission
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11. Directions to Commission

(1) Afer consultation with the chairman of the Commission, the Chief
Executive may, upon being satisfied that it is in the public inlerest to do so,
give (he Commission wrilten directions as lo the furtherance of any of its
regulatory objectives or the performance of any of its functions.

(2) The Commission shall comply with any written direction given under
subsection (1). : )

(3) Where any written dircction is given under subsection (1), any
requirement under any other provision of this or any other Ordinance that the
Commission shall, for the purposc of performing any of the functions to which
the writlen direction relates—

(a) form any opinion;
() be satisfied as to any matter (including existence of particular
circumstances}; or

(c) consult any person,
shall not apply for all purposes connected with the performance of functions

pursuant to, or consequent upon, the written direction.
(4) Written dircctions given under subsection (1) are not subsidiary

legislation.
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15. Accounts and anaual report
(1) The Commission shall keep proper accounts and records of its

transaclions.
(2) The Commission shall, as soon as reasonably practicable after the

end of each financial year of the Commission, prepare financial statements
which shall—

(a) give a true and fair view of the state of affairs of the Commission
as at the end of the financial year and of the results of its
operations and cash flows in the financial year; and

(6) be signed by the chairman, and one non-executive director, of
the Commission.

(3) The Commission shall, as soon as reasonably practicable after the
end of each financial year of the Commission, prepare a report on its activities
during the financial year and send a copy of the report to the Financial
Secretary who shall cause a copy thereof to be laid on the table of the

Legislative Council,
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240. Accounts of compensation fund

] d(l) The Commission shall keep proper accounts of the compensation
und.
(2) The Commission may, if it considers it necessary to do so—

(¢) maintain separate accounts in respect of the amounts that are
respectively paid into the compensation fund under sections 74,
75 and 76 of Schedule 10;

(5) mainltain separate accounts in respect of the compensation
fund—

(i) for different—

(A) recognized exchange companies;

(B) markets operated by recognized exchange companies;
(C) persons providing automated trading services; or

(D) classes of investors; or

(i) for the better and more effeciual management or
administration of the fund;

(¢} maintain sub-accounts in respect of the scparate accounts
referred to in paragraph (@) or (b) in such manner as it considers
appropriate.

(3) The Commission shall in respect of the financial year beginning
before and ending after the day on which this section commences, and in
respect of each subsequent financial year, prepare—

(@) a financial statement made up to (and including) the last day of
that year, in respect of the accounts of the compensation fund;
and

(b) in the case where separate accounts are maintained under
subsection (2)(a) or (b) or sub-accounts are maintained under
subsection (2)(c)—

(i) a consolidated financial statement made up to (and
including) the last day of that year, in respect of the
separate accounts or sub-accounts (as the case may be); and

(i) a separate financial statement made up to (and including)
the last day of that year, in respect of each separate account
or sub-account (as the case may be).
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(4) A financial statement prepared under subsection (3) shall be signed
by the chairman and at least-one non-executive director of the Commission.
(5) The Commission shall appoint an auditor to audit the compensauon

fund.
(6) The auditor so appointed shall annually audit the accounts of the

compensation fund and shall audit, and prepare an auditor’s report in respect
of, each financial statement prepared under subsection (3) and shall submit the
report to the Commission,

(7) An auditor’s report prepared under subsection (6) shall contain a
slalement made by the auditor as to whether in his opinion the f{inancial
stalement gives a true and fair view of the maiters to which the statement
relates.

(8) The auditor appointed under this section may call for and inspect
such books and records of the Commission or any recognized investor
compensation company as he may require in order to pert"orm his functions
under this section.

(%) Not later than 4 months after the end of each financial year the
Commission shall cause—

(@) acopyof—
(i) each audited financial statement in respect of that financial
year; and
(ii) the auditor’s report on each such financial stalemenl
to be sent to the Financial Secretary; and :
{6) a copy of each such audited financial statement lo be published
in the Gazette.

(10) The Financial Secretary shall cause to be lald on the table of the
Legislative Council any financial statement and report sent to him under
subsection (9)a).

(11) In this section, “financial statement” (J4¥F#l:&) means a statement
which contains all of the following documents—

{(a) a revenue and expenditure account;
(b) a balance sheet; and
(c) a cash flow statement.
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SCHEDULE 2 .3, 7& 104

SECURITIES AN FUTURES COMMISSION

PART |
CONSTITUTION AND PROCEEDINGS OF COMMISSION, ETC.

Chairman and other members of Commission

I
6. Notwithstanding thal a depuly chairinan has been appointed under section 4, the chairman of
the Commission may, where there is no designation under section 7, designale an excculive
director of the Counmission 1o acl as chairman of the Comnission for any period Juring which
-haih he and the deputy chairman are unable (o act as chairman due 1o illness, absence from Hong
Kung or any other cause, ansd may at any time revoke any such designation.
' 1]
14. Meclings of thc Commission shall be held as ofien as may be necessary for the performance
of ils functions, and may be convened by the chairman or the deputy chairmsn, or any 2 other

members, of the Commission.

- 15, At a meeling of the Commission—

{(a) if the chairman of the Commission is present, he shall be the chairman of the
meeting; :

(5) il the chairman of the Commission is not present bul the deputy chairman of the

Conwnission is present, the depuly chairman shall be the chairman of the meeting; or

* (¢} il neither the chairman nor the deputy chairman of the Commission is present, the

members of the Commission present shall choose one of their number to be the

chnirman of the meeting.

L .
19. Every guestion for decision at a meeting of the Commission shall be determined by s majority
of votes of its members present and, in the event that voting is equally divided, the chairman of the
meeting shall, subject to section 20, have a casting vote. :
20. The chairman of a meeting of the Commission shall not exercise a casting vote in respect of
any question for decision al the meeting until after he has consulied the Financial Secretary on the
question.

i
25. The Commission shall have a seal, the aflixing of -which shall be authenticaled by the

signature of the chairman or the deputy chairman of the Commission, or biY the signature of such
other member of the Commission as is authorized by it to act in that behall.

27. The Advisory Committee shall consist of—
{a) the chairman of the Commission;
(h) not more than 2 other exccutive directora of the Commission who shall be appointed
by the Commission;
(¢} naot less than 8 (but not more than 12) other members who shall be appointed by the
Chief Exccutive aller consultation with the Commission. ppo Y

28. A meeling of the Advisory Commiltee may be convened by—
(@) the chairman of the Commission; or
(&) any 3 other members of the Advisory Committee.
29. Al a meeling of the Advisory Commitice—
(a) if the chairman of the Commission is present, he shall be the chairman of the
meeting; or
(b} il the chairman of the Commission is not present, the members of the Advisory
Commilice present shall choose one of their number to be the chairman of the
meeting.

000656



V. Provisions relating to non-delegable functions of the Securities and Futures

Commission
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10. Delegation and sub-delegation of
Commission’s functions

(1) Subject to subsection (2), the Commission may delegate any of its
functions to—
(@) a member of the Commission;
(b)) a committee established under section 8; or
() an employee of the Commission, whether by reference to his
name or o the office held by him.

(2) No delegation shall be made under subsection (1) in respect of—

(@) the power of the Commission to delegate under this section; or
{I) a lunction specified in Part 2 of Schedule 2.

(3) Where the Commission delegates a function under this section, it may
at the same time authorize the delegate to sub-delegute the function and the
aulhorizalion may conlain restrictions or conditions on the exercise of the
power to sub-delegate.

(4) A delegation or sub-delegation under this section does not prevent
the Commission or its delegate from concurrently performing the function
delegated or sub-delegated.

(5) The Commission may—

(a) revoke a delegation under this section;
(&) revoke an authorization in respect of a sub-delegation under this
seclion,
whereupon the delegation or sub-delegation (as the case may be) shall cease to
have efTect.

(6) Where a person or commitiee purports to aclt pursuant to a
delcgation or sub-delegation under this section, he or it shall be presumed,
unless the contrary is proved, 10 be acting in accordance with the terms of the
delegalion or sub-delegation,

(7) Without prejudice to subsection (4), where there is a delegation or
sub-delegation under this section in respect of a function of the Commission,
any reference in this or any other Ordinance to the Commission in connection
with the performance of the function shall, unless the conlext aotherwise
requires, be construed accordingly.

(8) The Legislative Council may by resolution amend Part 2 of
Schedule 2.
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PART 2
NonN-DeLegaBLE FUNCTIONS OF CoMMISSION

I. " Any lunction of the Commission to make subsidiary Icgisiation under or pursuant to any
Ordinance.

2. The lollowing lunctions of the Commission—

(1) to borrow money, under seclion 5(4)d) of this Ordinance; .

(2) o erblish or otherwise make available malerials, under section 5(4)e) of this
Ordinance;

(3) 1o cstablish any commiltee, under section 8(1) of this Ordinance;

{4) to refer any matter to a commillee, under seclion B(2) of this Ordinance;

(3) 1o appoint a person to be a member or chairman of a committee, under section 8(3)
of this Ordirance;

(6) to withdraw a reference from a committee, or to revoke an appointment of a
member or chairman of a committee, under section 8(5) of 1his Ordinance;

(7) 1o submit to the Chiel Execulive estimates, under section 13(2) of this Ordinance;

(8) to prepare any financial stalements, under section 15(2) of this Ordinance;

(%) to prepare any report, under section 15(3) of this Ordinance;

(10) to appoint auditors, under section 16(1) of this Ordinance;
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(11) to invest funds, under section 17 of this Ordinance;

(12) to recognize a company a3 an exchange company under, or to impose conditions
pussuant to, section 19(2) of this Ordinance; :

{13 g) al_'ncnd or revoke conditions, or impose new conditions, under section 19(3) of this

rdinznce;

(14} to give a company a reasonable opportunity of being heard, under section 1%(7) of
this Ordinance;

(15) lo request a recognized exchange company to make or amend rules, under section
23(3) of this Ordinance;

(16) to refuse to give approval 1o any rules or amendment of any rules, or any part
thereof, under section 24(3) of this Ordinance;

{17} to advise the Financial Secretary to extend time, pursuant to section 24(6) of this
Ordinance;

(18) 10 declare any class of rules to bc a class of rules which are not required to be
approved, under section 24(7) of this Ordinance;

(19) to request the Chiel Executive in Council to transfer any function of the
Commission, under section 25(1) of this Ordinance;

(20) to request the Chiel Executive in Council to order that the Commission resume any
functson, pursuant (o seclion 25(7) of this Ordinance;

(21) to approve the appointment of a person as chiefl executive, pursuant to section 26 of
this Ordinance;

(22) to withdraw recognition of a recognized caxchange company, under section 28(1)a)
of this Ordinance;

{23} to direct a recognized cxchange company to cease lo provide or operate facilities or
to cease 1o provide scrvices, under section 28(1)(4) of this Ordinance;

(24) 10 direct a recognized exchange company 1o cease to provide or operate facilitics or
to cease 1o provide services, under seclion 29(1) of this Ordinance;

(25) to extend a direction, under section 29(3) of this Ordinance;

(26} 1o recognize a company as a clearing house under, or to impose condilions pursuant
to, section 37(1) of this Ordinance;

27 g) :][nend or revoke conditions, or impose new condilions, under section 37(2) of this

inance;

(28) to give a company a reasonable opportunily of being heard, under section 37(5) of
this Ordinance;

(29) to request a recognized clearing house o make or amend rules, under section 40(4)
of this Ordinance;

{30) lo refuse to give approval to any rules or amendment of any rules, or any part
thereof, under section 41(3) of this Ordinance;

(31) to advise the Financial Secretary lo extend lime, pursuant to seclion 41(6) of this
Ondinance;

(32) to declare any clases of rules to be a class of rules which are not required 1o be
approved, under section 41 }7) of this Ordinance;

(33) to wilhdraw recognition of a recognized clearing house, under section 43(1)a) of
this Ordinance; . . :

(34) to direct a recognized clearing house to cease to provide or operate facilities, under
section 43(1)(b) of this Ordinance;

{35) 1o recognize & company as an exchange controller under, or to impose conditions
pursuant to, section 59{2} of this Ordinance; .

(36} to amend or revoke canditions, or impose new conditions, under section 59(3) of this
Ordinance;

(37) to direct a person to take specified steps, under section 59(9)(c) of this Ordinance;

(38) to give a company 2 reasonable opportunily of being heard, under section 5%(18) of
this Ordinance; )

(39) to approve the increase or decrease of any inlerest a recognized exchange coniroller
has in a recognized exchange company or recognized clearing house, pursuant to
section 60(a) of this Ordinance;

{40) 10 approve a person for becoming & minorily controller of a recognized exchange
controller, recognized exchange company or recognized clearing house, pursuant to

_section 61(1) of this Ordinance;
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(41} to refuse to give approval to any rules or amendment of any rules, or any part
thereof, under section 67(3) of this Ordinance;

(42) to advise the Financial Secretary 1o extend time, pursuant to section 67(6) of this
Ordinance;

(43) to declare any class of rules to bec a ciass of rules which are not requircd to be
approved, under section 67(7) of this Ordinance; .

(44) 1o request the Chief Executive in Council to transfer any function of the
Commission, under section 68(1) of this Ordinance;

(45) 10 request the Chiel Executive in Council lo order that the Commission resume any
funclion, pursuant to section 68(7) of this Ordinance;

{45) to approve the appoiniment of a person as chicl execulive or chiel operating ofTicer,
pursuant to sectron 70{1) of this Ordinance;

{47) to remove a person from the office of a chiel cxeculive or chicl operating officer,
under section 70¢2) of this Ordinance; .

{48) to withdraw recognition of a recognized exchange controller, under section 72{1)(i)
of thia Ordinance;

(49) 1o direct a company to take specified steps, under section 72( L Xii) of this Ordinance;

(50) 1o give a recognized exchange controller a scasonable opporlunily of being heard,
pursuant (o section 72(2) of this Ordinance;

(51) to make statement in writing, pursuant to section 74(1) of this Ordinance;

(52) to direct a recognized exchange controiler or a relevant corporation to take specified
steps, under section 75(1) of this Ordinance;

(53) 10 approve a fee, pursuant to scclion 76(1) of this Ordinance;

(54} to recognize a company as an investor compensation company under, or to impose
condilions pursuast to, section 79(1) of this Ordinance;

(55) to amend or revoke conditions, or impose new conditions, under scction 79(2) of this

Ordinance; .
{56) 1o give a company a reasonable opportunity of being heard, under section 79(5) of

this Ordinance;

(57 1o request the Chiel Executive in Council lo transfer any funclion of the
Commission, under section 830(1) of this Ordinance;

{58) to request the Chiel Executive in Council 10 order thal the Commission resume any
function, pursuant 1o section 80(7) of this Ordinance;

(59) to refuse to give approval to any rules or amendment of any rules, or any parl
thereof, under section 83(3) of this Ordinance;

(60) g Eglvise the Financial Secretary to extend time, pursuant to seclion 83(6) of this

rdinance;

(61) to declare any class of rules lo be a class of rules which are not required to be
approved, under section 83(7) of this Ordinance;

(62) to withdeaw recognition of 8 recognized investor compensation company, under
section 85{1) of this Ordinance;

(63) g: I_approwe ihe conduct of activities or businesses, pursuant to section $0(1) of this

Inance;

(64) to serve a notice, under section 92(1) of this Ordinance;

(65) to exiend the period during which a restriction nolice is 1o remain in force, under
section 92(7) of this Ordinance,

{66) to apply to the Court of First Instance, pursuant to section 92(9) of this Ordinance;

(67) to make a suspension order, under seclion 93{1) of this Ordinance;

(68) to extend the period during which a suspension order is to remain in force, under
section 93(9) of this Ordinance;

(69) lo appoint any person, other than an employee of the Commission, to investigate
any of the matters referred to in section 182(1)a) 10 (g) of this Ordinance, under
section 182(1) of this Ordinance;

(70) to causc a report to be published, under seclion 183(6) of this Ordinance; .

(71) to impose a prohibition or requirement, under seclion 204, 205 or 206 of this
Ordinance;

(72) to withdraw, substitute or vary a prohibition or requirement, under section 208(1) of
this Ordinance;

(73) 1o present a petition, under scction 212 of this Ordinance;



13

“wsnm EARMMARN

Govi6l

CAP. 571 Securities and Futures Or&inan_ce

(74) (RPRK BRI 21301) M IROAS R R DR v e

(75) MEARPD 21400 feiAR Ik RN :

(76) 1RBEAKE M 23203) SR WAL W) e iz g 2 S m) 5

(77) RN 236 BRI ASIRES ;

(78) WM VE MY 23202)) KOS A BCIT « BROMVRL YEUTULY 11 20 OO » LK AN Ok 115 §R
(79) B4 N R 24005) MR {E UMW 5

(30) IRMAEMME 241(1) M BORIR R 5

(B1) MR R AN 252(8) $ i R4 7 B RAE UL 4

(82) IAAKE N 3091 X BRI

(83) (kWA NE DN 3B5(1) MELR LN

(84) (REEAFEMEY 396(1) BEMEMME TR R ;

(RS) HUFEAC K RS 396(2) K T7RCRTT A 1780 A BN 0 R
(RG) MRS i MBS 2P EE(CNEANEA ;

(B7) MAMNR MG B %€ 3 35 6 ARSI 1C2) MkdR SRR AL 2 R
(RR) IRIFA KRB 3 30 6 AEON LO6Ma) KIS UM Z BRI TR &
(B9) 1RMEARMEMNRE % 3 8% 6 MO0 1(7) e IRERE IR P I -

(74) to apply to the Court of First Instance, pursuant to section 213(1) of this Ordinance;

(75) to apply to the Court of First Instance, under section 2¢4(1) of this Ordinance;

(76) to specify the time a1 which 1 specified decision is 10 take effect, under section 232(3)
of this Ordinance; s

{77) to cstablish a ooml:ensntion fund, under section 236 of this Ordinance;

(78} to borrow, or 1o charge any investments by way of security, under section 237(2)(a)
of this Ordinance; :

(79) to appoint an auditor, under section 240(3) of this Ordinance;

(80} to invest money, under section 241(1) of this Ordinance;

(81) to make report to the Financial Secretary, under section 252(8) of this Ordinance;

(82) to publish guidelines, under section 309(3 of this Ordinance;

(83) lo make an apgliralion. ursuant to section 385(1) of this Ordinance;

(84) 1o consult the Financial Secretary, under section 396(1) of this Ordinance;

(85) to make recommendation {o the Chiel Executive in Council, under section 396(2) of
this Ordinance;

(86) to appoint members of the Advisory Commiltee, under seclion 27(5) of Part |;

(87) 1o direct nnr spccified securitics Lo be subject 1o restrictions, under section 1(2) of
Part 6 of Schedule 3 to this Ordinance;

(88) to apply to the Court of First Instance, pursuanl to section 1(6)(a) of Part 6 of
Sched?.ll’; 3 to this Ordinance;

{89) to apply to the Court of First Instance, pursuant to section 1(7) of Part 6 of
Schesdlule 3 to this Ordinance.



