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(@) any reference to “post” in subsection (1) means registered post;

(h) ncither subscetion (2) nar (4) applics. (29 of 2002 5. 14)
(4) A notice or other document to be given, served or lodged for Lhe
purposcs of the Ordinance shall, in the absence of evidence to the contrary, be
decmed 10 be so given, served or todged il it is sent by post to the last known

place of business or residence of the person—
(@) to whom the notice or other document is required to be given or

served,;
(b} with whom the notice or document is required to be lodged,

as the case may be. (29 of 2002 5. 14)
(29 0f 2002 5. 14)

SCHERULE | (s5. 37, 39, 40, 65 & 118 & Sch. 1}
(1.N. 223 of 2000)

INVESTMENT OF SCHEMEE FUNDS

PART 1

PRELIMINARY

1. Definitions

(1) In this Schedulc -

“call warrant™ (SZMHEXE) meuns « securily that is listed on an approved stock exchange or an
appraved futures exchange amnd that confers a right ¢but does not impase an obligalion) an its
halder to purchase from the issuer ol the sceurity the ordinary sharcs of 4 company or
eompanics or corporation or corporalions on or before a specified date at a specified price or
prices, whethier or not (he issuer rctains the right to clect to give 4 cash payment cqual to the
excess (i any) of the value of thuse ardisary shires over the excrcise price without the holder
of the warmant recciving those shares from the issuer; (LN, 223 of 2000: 5 of 2002 5. 407)

“collective investment scheme” (JUBHEYEIEBN) has the meaning assigned a it by the Securitics
and Futures Ordinance (Cap. 571), (29 of 2002 5. 14)

“constiluent fund” (f&’/}éﬁﬁ‘é means a constituent fund of a registered scheme:;

“effective exposurc” (17 X BM)) means—

(a) in rclation to financial option contracts, the nominal value of the invesiment
multiplicd by dclta (as defined by subsection (2)); or

(") in rclation to financial futures contracts, the full valuc of the contracts; or

(¢) in relalion to other kinds of sceurities wnd investments, the market value of the
sccuritics nnd investments;

“hedging™ (¥4 ') has the mcuning given by subscction 53%

“jndex-tracking collective investment scheme™ (TR Ui GCILROBL WAl M) means a colicctive
investiment scheme which has the sole investment objective of tracking a particular market
index; (29 0f 2002 5. 14)

“put warrant™ (M1 #F) mecans o sccurity that is listed on an approved stock exchange or an
upproved futures exchange and thal confers a right {but docs not impaosc an obligation) on its
hulder 1o sell 1o the issuer of the segurity the ordinary shares of a company or companics or
corporation ar corporations on or belfore a specified dale at a specificd price or prices,
whether or not the issuer retaing the right Lo clect 1o give a cash payment equal to the excess
(if any) of the excrcisc price aver (e value of those ordinary shares without the holder of the
warcunt delivering those shares (o the issuer; (LN, 223 of 2000; 5 of 2002 5. 407)

Authorized Loose-les! Edition, Printed and Published by (he Director of Government Logistics,
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“warrant” (i@ ) means a security that
(«) is listed on an approved stock exchange and that confers a right (but does not
impose an obligation) on its holder to subscribe for the ordinary shares of the issuer
of the warrant on or before a specified date at a specitied price or prices; or (3 of
2002 5. 407)
(b) 1is a call warrant; or
(¢) is a put warrant,

and the underlying ordinary shares to which the warrant may be converted are listed on an

approved stock exchange. (5 of 2002 5. 407)

(2) For the purposes of the definition of “effective exposure” in subsection (1), delta is the
expected increase or decrease in the market value of the financial option contract given a I unit
change in the value of the underlying investment.

(3) For the purposes of this Schedule, a financial futures contract, a financial option
contract, a currency forward contract or a put warrant is acquired for hedging purposes it it is of
a kind that will have the effect of reducing the impact on existing assets of a constituent fund, or
on assets acquired for the fund at the same time as the contract or warrant is acquired, of a
possible reduction in the value of those assets.

PART 1l

PERMISSIBLE INVESTMENTS

2. General restrictions—spread of investments

(1) The total amount invested in securities and other permissible investments issued by any
one person must not exceed 10 per cent of the total funds of a constituent fund.

(2) Not more than 10 per cent of securities or other permissible investments of a particular
class issued by one person may be acquired for the purposes of a constituent fund.

(3) Notwithstanding subsections (1) and (2), where part or all of the funds of a constituent
fund are invested in accordance with section 6(h)(i), (i) or (iii) of this Schedule, then subsections
(1) and (2) shall not apply (o that part or all of the funds of the constituent fund so invested. (29
0f 2002 5. 14)

(4) Notwithstanding subsections (1) and (2), where a constituent fund has the sole
investment objective of tracking a particular market index, then those subscctions shall not apply
to the constituent fund if the approved trustee has the prior approval of the Authority that those
subsections shall not apply to the constituent fund. (29 of 2002 5. 14)

(5) In granting an approval mentioned in subscction (4), the Authority may impose such
conditions with respect to the constituent fund concerned as the Authority considers appropriate.
(29 of 2002 5. 14)

(6) Where the Authority—

(@) has decided that it is appropriate to—
(i) amend any conditions imposed under subsection (5) or this subsection with
respect to a constituent fund; or
(ii) impose conditions with respect to a constituent fund; and
(b) has given to the approved trustee concerned —
(i) not less than 30 days> advance notice of its decision, specifying its grounds; and
(1i) an opportunity to make written representations as to why the conditions should
not be amended or imposed,
then the Authority may, by written notice served on the approved trustee -
(¢) amend any conditions imposed under subsection (5) or this subsection with respect
to the constituent tund; or
() impose conditions with respect to the constituent fund. (29 of 2002 5. 14)

3. Restrictions on borrowing and lending of securities

(1) Securities must not be borrowed for the purposes of a constituent fund (whether for the
purposes of selling the securities short or any other purposes).
(2) Securities held in respect of a constituent fund may be lent only if'—
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(a) the lending is in respect of fully-paid up shares listed on an approved stock
exchange; and (5 0f 2002 5. 407)
(b) the requircments in section 52 of this Regulation are complied with.

4. Restrictions on borrowing of money

Money may be borrowed for the purposes of a constituent fund only if it is borrowed—
(a) for the purpose of enabling accrued benefits to be paid to or in respect of scheme
members, and then only if-- )

(i) the amount borrowed (together with any other borrowings made for the same
purpose) does not exceed 10 per cent of the market value of the fund at the time
of the borrowing; and

(ii) the borrowing is not part of a series of borrowings; and

(i1i) the period of the borrowing does not exceed 90 days; or
(h) for the purpose of setiling a transaction relating to the acquisition of sccuritics or
other investments in respect of the fund, and then only if—

(i) the amount borrowed (together with any other borrowings made for the same
purposc) does not exceed 10 per cent of the market value of the fund at the time
of the borrowing; and

(ii) the borrowing is not part of a series of borrowings; and

(1i1) the period of the borrowing does not exceed 7 working days; and
(iv) at the time the decision to enter into the transaction was made, it was unlikely
that the borrowing would be necessary.

5. Restrictions on acquiring securities that
carry an unlimited liability

(1) A sceurity involving the assumption of a potential liability that is unlimited must not be
acquired for the purposes of a constituent fund.

(2) A liability must not be incurred in respect of a constituent fund in excess of the total
value of the accrued benefits of the scheme members in relation to the fund.

6. Permissible investments: general restrictions

The funds of a constituent fund may be invested only—
(@) in investments that satisfy the requirements of sections 7 to 16 of this Schedule; or
(h) in—
(i) an approved pooled investment fund—
(A) that satisfies the requirements of Part IV of this Schedule; and
(B) the underlying investments of which would comply with this Part if
references in this Part to “constituent fund” were references to “approved
pooled investment fund”;
(ii) an index-tracking collective investment scheme approved by the Authority for
the purposes of section 6A of this Schedule; or
(iii) a combination of an approved pooled investment fund falling within
subparagraph (i) and an index-tracking collective investment scheme falling
within subparagraph (ii). (29 of 2002 5. 14)

6A. Permissible investments: index-tracking
collective investment scheme

(1) The funds of a constituent fund may be invested in an index-tracking collective
investment scheme which is—
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(a) either——

(i) authorized by the Sccurities and Futures Conmission, within the meaning off

the Securities and Futures Ordinance (Cap. 571); or
(i) listed on a recognized stock exchange approved by the Authority for the
purposes of this section; and
() approved by the Authority for the purposes of this section.
(29 0f 2002 5. 14)

7. Permissible investments: debt securities

(1) 1In this section--
“exempt authority” (##4 %% }4) means --
(«) the Government; or
(b) the Exchange Fund established by the Exchange Fund Ordinance (Cap. 66): or
(¢} a company all of the shares of which are owned beneficially by the Government; or
(d) a government, the central or reserve bank of a country or territory, or a multilateral
international agency all with the highest possible credit rating determined by a credit
rating agency approved by the Authority.
(2) The funds of a constituent fund may be invested in
(«) a debt security issucd by an exempt authority; or
(h) a debt seeurity in respect of which the repayment of the principal and the payment
ol interest is unconditionally guaranteed by an exempt authority; or
(¢) a debt seeurity that satistics a minimum credit rating set by the Authority, based on
the credit rating of the security as determined by a credit rating agency approved by
the Authority for the purposes of this Schedule; or
(d) a debt security listed on an approved stock exchange, being a security issued by, or
guaranteed by, a company or corporation whose shares are listed on that exchange

or another récognized stock exchange. (L.N. 223 of 2000; 29 of 2002 5. 14; 5 of

2002 5. 407)
(3) Scction 2 of this Schedule does not apply in relation o a debt security of a Kind referred
to in subsection (2)(¢) or (b) and the following provisions apply instead

(a) not more than 30 per cent of the funds of a constituent fund may be invested in debt
securities of the same issue it they are of a Kind referved 1o in cither of those
paragraphs;

(h) all of the funds of a constituent fund may be invested in debt securities of the same
issucr so long as they comprise at least o different issues and are of a hind reterred
to in either of those paragraphs.

(4) The funds of a constituent fund may be applicd for the purposes of entering into a
repurchase agreement, but only il

(¢) the agreement is in respect of a debt security of a kind reterred to in subsection
(2)a), (h), (¢) or (d); and

(h) the requirements in section 51 of this Regulation are complied with.

8. Permissible investments: equities and other securitics

(1) The funds of a constituent fund may be invested in--
(a) fully-paid up shares listed on an approved stock exchange other than the shares of a
company which is a collective investment scheme; or - (5 of 2002 5. 407)
() an index-tracking collective investment scheme approved by the Authority for the
purposes of section 6A of this Schedule. (29 of 2002 5. 14)
(2) Not more than 10 per cent of the funds of a constituent fund may be invested in the
following
() shares listed on a stock exchange that is not an approved stock exchange;
(b) securities of a kind approved by the Authority other than shares listed on an
approved stock exchange;
(¢) an authorized unit trust or authorized mutual fund of a kind to which Part 1V of this
Schedule does not apply but which is approved by the Authority for the purposes of
this Part. (5 of 2002 5. 407)

Authorized Loose-leaf Edition, Printed and Published by the Director of Government Logistics,
Hong Kong Special Administrative Region Issue 28



FARSH N VRO R N (R

(BB sE ]

9. CEMRWIAR : TMRMIEEN
IO A 0 O i Y ———
() {ERE T Y5 S S D00 b i G o g 18 00 3% 38 Sl 0 a5 - I o 88 3R 28 5 e - il i i
PRI nf SR RS SR 08 1 0 (2002 A S BENY 407 fi 0 2002 AEHT 29 BEYY 14 1F)
(Y FF D ACEHS R TR IGO0 AR IS0 14 o) el T 88 e o

10. BERFIREEA  ARER
G R e AR R (WSS - 3
(@) WEERIEREEE A (T o
BRoby o N
() (RO 3% e W 7 - 00 G 8 0 0 AU AN @ A7 MU 7y 0 2 ORGP R R
it

JERREE A OUNTB N o H ol TP IRCTH T (o] R BT 25
{

|:
T ot ORGS0 £ TR RIS R 0 10 3 o 0 60 o s B e 31

1L EFFIRAOAR - FR

(1) I3 A0 00 4 0 12 28 1R A7 U
(a) G0l I B R R
(hy (Y YUK MRS

{1 S LT 2 IEA R AT 23 47 3 AT L

(20 LRy W B0 AT Ly £ 3£ BORS Wewioof WA 7S M R o O YRR TR SR S MK HT @ %
T % M W BT R I BE T REAS M REI T T k2 1 SRS BE 4 0 T G AT AR B A7 AT O 3% 1
[T %

(30 WO 5 R S0 08 G (1078 (7 0K (7 OB W o WA K B R ol 1% Y0 A 1 S0 G147 1) SRR

1
() 0 W AT A Y $R.000,000 (ORI 1K > HBESZ RSN e s
o
M AT LR B N BD@MEE STz s
T 5% 040 G0 B AS 111 2 (7 SR A7 DU 3% e o R R T T o
GAY BSAT (1 (3) BN BLE - W Tf 23 36 4 0 AR 0T (R0 7 $8,000,000 » ifif A BRI A% 1t 3%
LRI AT IR Y FUGHEAE o MR R RS TR % Ay HE 4 MIRE A R R oM -
(2002 Y29 BEAY 14 fF)
GB) {64 T35 BAY S g HUIIENS + A PR TT 5 A5 TR 0% 120 J0 4 il I 5% J°o 8 2 R v Ok
Pl o (2002 45529 BEM 14 )
3C) Qv my—
(@) Ui Nl R e -
() DEX)HPENY OB SRk A AR WA B Ay IR 1 5k
CRTL I ) R e T R S
(LMY TP REZ A
() B TR 0 A 30 1 FUGIER  FRWIRZ ARSI D 5 A
R BT R IR (GE, 3¢ AR AU IDAT DN (3 S R0 () [ Fa F U A
QPR JU oy o €006 0 3% % afle 2 550 AN a3 0 ——
(©) PESTHUIES GB) Kol ARS8 70 W Bt i i1 5 8%
() SESENLIY B MESE (2002 Y29 BEXS 14 1)

®2s i SEOTIE UM iy R RS YIS IR RS T AR S B LR ETR A 9

CAP. 485 Mandatory Provident Fund Schemes A 143
( General) Regulation

[Subsidiary|

9.  Permissible investments: convertible debt securities

The funds of a constituent fund may be invested in—
(¢) a convertible debt sccurity listed on an approved stock exchange and convertible to
shares listed on that exchange or another recognized stock exchange; or (5 of 2002
5. 407: 29 of 2002 5. 14)
(h) a convertible debt sccurity that satisfies the minimum credit rating requirements for
a debt security.

10. Permissible investments: warrants

The funds of a constituent fund may be applied for the purposes of acquiring a warrant, but
only if--
(¢) the warrant does not (except when the warrant is purchased for the specific purpose
of hedging) comtain a put warrant; and
(h) after acquisition of the warrant, no more than 5 per cent of the total funds of the
constituent fund will be invested in warrants.

11. Permissible investments: deposits

(1) The funds of a constituent fund may be deposited with—
(«) an authorized financial institution; or
(h) an cligible overscas bank,
but only in accordance with this section.

(2) The funds of a constituent fund must not be deposited with an authorized financial
institution or an cligible overscas bank if the total amount deposited would be more than 10 per
cent of the issued capital and reserves of the institution or bank.

(3) Funds of a constituent fund must not be deposited with an authorized financial
institution or an eligible overseas bank if the total amount of funds deposited would exceed

(@) where the total market valuc of the constituent fund is less than $8,000,000, 25 per
cent of that fund; or
(h) in any other case, 10 per cent of that fund.

(3A) Notwithstanding subscction (3), where a constituent fund has a total market value of
less than $8,000,000, then that subscction shall not apply to the constituent fund if the approved
trustce has the prior approval of the Authority that that subsection shall not apply to the
constituent fund. (29 of 2002 5. 14)

(3B) In granting an approval mentioned in subsection (3A), the Authority may impose such
conditions with respect to the constituent fund concerned as the Authority considers appropriate.
(29 0f 2002 5. 14)

(3C) Where the Authority--

(a) has decided that it is appropriate to—
(i) amend any conditions imposed under subsection (3B) or this subsection with
respect to a constituent fund; or
(ii) impose conditions with respect to a constituent fund; and
(h) has given to the approved trustee concerned—
(i) not less than 30 days’ advance notice of its decision, specifying its grounds; and
(ii) an opportunity to make written representations as to why the conditions should
not be amended or imposed,
then the Authority may, by written notice served on the approved trustee—
(¢) amend any conditions imposed under subsection (3B) or this subsection with respect
to the constituent fund; or
(d) impose conditions with respect to the constituent fund. (29 of 2002 5. 14)
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4) Funds of a constituent fund must not be placed on deposit with a group of associated
authorized financial institutions or eligible overseas banks (or a combination of them) il the total
amount of funds deposited would exceed 25 per cent of the total market value ol the constituent
fund.

(5) In this section—

“deposit” ({£#) has the same meaning as in section 2 of the Banking Ordinance (Cap. 155) but
includes a certificate of deposit issued by an authorized financial institution.

12. Permissible investments: underwriting

(1) The funds of a constituent fund may be applied for the purposes of subscribing for debt
securities from an underwriter or sub-underwriter, but only if section 7 of this Schedule is complied
with.

(2) The value of debt securities to be subscribed under this section must not exceed the
amount of money held on deposit for the constituent fund.

(3) The subscription for debt securities under this section must not be undertaken if,
assuming those securities were acquired as assets of the constituent fund, the acquisition would
otherwise contravene this Schedule.

(4) In this section—

“sub-underwriting” (43 {489) means the process under which, fora fee or other consideration given
by an underwriter, a sub-underwriter assumes responsibility tor a portion ol the underwriting
risk;

“underwriter” ({481%) means a person who for remuncration undertakes to subscribe tor, or
purchase, on specified terms specified securities that are not subscribed for, or purchased, by
the public after having been offered to the public by a person who is issuing or selling those
securities.

13. Permissible investments: public offers

(1) The funds of a constituent fund may be applied for the purposes of subscribing for an
offer to the public of sccurities, but onty if the sccuritics
(@) are of a kind to which section 7(2)(d/), 8(1) or Hu) of this Schedule applies; and
(b) are to be listed on an approved stock exchange. (5 of 2002 5. 407)
(2) The subscription for an offer of securities under this section may be undertaken before
the offer is made to the public.
(3) The total value of securities to be subscribed for under this section must not exceed the
amount of money held on deposit for the constituent fund.
(4) The subscription for an offer of securities under this section must not be undertaken it
assuming those securities were acquired as assets of (he constituent fund, the acquisition would
otherwise contravene this Schedule.

14. Futures contracts and option contracts:
restrictions on acquisition

(1) Subject to this section, the funds of a constituent fund may be applied for acquiring a
financial futures contract or a financial option contract only-—-
(¢) for hedging purposes; or
(b) for any other purpose, but only if
(i) the acquisition does not result in the constituent fund becoming leveraged; and
(ii) the effective exposure of the fund in (inancial futures contracts and financial
option contracts as a result of the acquisition of the contract does not exceed 10
per cent of the market value of the fund.
(2) A financial futures contract must not be acquired for a constituent fund unless it is listed
on an approved futures exchange. (5 of 2002 5. 407)
(3) A financial option contract must not be acquired for a constituent fund unless it is listed
on an approved futures exchange or an approved stock exchange. (S5 of 2002 5. 407)
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(4) A financial futures contract or a financial option contract may be acquired for the
purposes of a constituent fund only if the approved trustee of the scheme and the investment
manager appointed for the purposes of the fund have special qualifications approved or specified
by the Authority for the purposes of this section.

(5) For the purposes of this section-—

(¢) a constitucnt fund is leveraged if the effective exposure of the fund exceeds the
market value of the fund; and

(h) the effective exposure, in relation to a constituent fund, means the sum of the
effective exposurcs of all investments of the fund.

15. Currency forward confracts:
restrictions on acquisition

(1) Suhject 1o this section, the funds of a constitucnt fund may be applied for acquiring a
curreney forward contract only
(a) for hedging purposes; or
(h) for the purpose of settling a transaction relating to the acquisition of securities.
(2) A currency forward contract may be acquired for a constituent fund only if it is
acquired —
(a) from an authorized financial institution; and
(b) the period of the contract is not more than 12 months.
(3) (Repealed 29 of 2002 5. 14)

PART 1l

Currency Exposure

16. Permissible investments: minimum Hong Kong
doliar currency exposure

(1) At least 30 per cent of a constituent fund must be held in Hong Kong dollar currency
investments, as measured by the effective currency exposure.
(2) The percentage referred to in subsection (1) is to be calculated—

(@) by dividing the total effective currency exposure of Hong Kong dollar currency
investments by the total market value of the constituent fund (disregarding the value
of any collateral securities given as referred to in sections 51 and 52 of this
Regulation); and

(h) by multiplying the resulting amount by 100.

(3) In this section—

“effective currency exposure” (53X W E ), in relation to a constituent fund, means the
proportion of the fund that is effectively invested in investments of a particular currency
denomination as compared with the market value of the fund;

“Hong Kong dollar currency investment” (ilk G ¥INUI1) means an investment that is
denominated in Hong Kong dollars and of which the value is not linked to a foreign currency
and, in particular, includes any of the following -~

(@) cash in Hong Kong dollars and deposits in Hong Kong dollars, other than deposits
in relation to which the repayment of princiﬁal or the payment of interest is, directly
or indirectly, affected by fluctuations in exchange rates for a foreign currency;

(h) debt securities of a kind referred to in section 7(2)(a), (b) or (c) or 9(b) of this
Schedule that are denominated in Hong Kong dollars and in relation to which—

(i) the repayment of principal and the payment of interest are to be made in Hong
Kong dollars; and

(i) the amounts of the principal to be repaid and the interest to be paid are not,
directly or indirectly, affected by fluctuations in exchange rates for a foreign
currency;
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(¢) securities of a kind referred to in section 7(2)0d), 8(1) or 9(u) of this Schedule that
are listed on a recognized stock market; (3 of 2002 5. 407

() warrants of a kind referred to in scction 10 of this Schedule that are listed on a
recognized stock marketl; (5 of 2002 5. 407) )
(e) financial option contracts, of a kind referred (o in section 14(3) of this Schedule that

are traded on a recognized futures market or a recognized stock market with
reference (o underlying seeuritics or an index ol securities ol a kind referred o in
paragraph (¢); (3 of 2002 5. 407)

(f) currency forward contracts of a kind referred to section 152) of this Schedule it the
contracts are to buy Hong Kong dollars;

(g) currency forward contracts of a kind referred (o in section 15(2) of this Schedule if

the contracts are to sell Hong Kong dollars;

(h) receivables in Hong Kong dollars;

(i) payables in Hong Kong dollars;

(j) approved pooled investment funds that are denominated in Hong Kong dollars, but
only if each of those funds has a total value of Hong Kong dollar currency
investments equal to the total market value of the fund, as measured by the effective
currency exposure;

(k) other approved pooled investment funds.

(4) For the purposes of this section, the effective currency exposure, in relation to the Hong
Kong dollar cureency investments of o constituent fund, is the amount by which the aggregate
of all amounts specificd in subsection (5) exceed the aggregate of all amounts specitied in
subsection (6).

(5) ‘Phe foltowing amounts are the amouats listly referred o in subsection (4)

(@) an amount equal to 30 per cent of the market value of the approved pooled
investment funds referred to in paragraph (&) of the definition of "Hong Kong
dolfar currency investment” in subscction (3) that are held in respeet of the
constituent fund;

(b) an amount equal to the market value of the investments referred to in paragraphs (a)
1o (e) and () of that definition that are held in respect of that tund; (32 of 2000
s. 48)

(¢) an amount cqual o the market value of the currency forward contracts referved to
in paragraph (/) of that definition that are held in respect of that fund;

(d) an amount equal to the receivables referred to in paragraph (4) of that definition
that relates to that fund.

(6) The following amounts are the amounts secondly referred (o in subsection (4)

(a) an amount equal to the market value of the currency forward contracts referred to
in paragraph (g) of the definition of “Hong Kong dollir curreney fnvestment™ in
subscction (3) that are held in respect of the constituent fund;

() an amount equal to the amount of the payables referred to in paragraph (i) of that
definition that relates to that fund.

PART 1V

POOLED INVESTMENTS

17. Pooled investment funds

(1) Subject to subsection (2), the funds comprising a constituent fund may be invested in a
pooled investment fund, which may in turn be invested in 1 or more other pooled investment
funds.

(2) A pooled investment fund in which funds are invested as referred to in subsection (1)
must comply with the following requirements

(¢) the fund must be authorized by the Sccuritics and Futures Commission in
accordance with the requirements relating to collective investment schemes under
Part 1V of the Sceurities and Futures Ordinance (Cap. 571) and approved by the
Authority for the purposes of this Regulation; (5 of 2002 . 407)
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(b) the bases for all charges (including investment management charges, initial charges.
annual and other periodic fees, surrender charges, surrender penalties and other
deductions that may apply (o that fund) must be disclosed to the holders of interests
in the fund;

(¢) investment management charges in respect of that fund must be expressed as a
pereentage of the assets of the fund or on some other basis approved by the
Authority;

() if the fund provides a guaranteed return of capital or of income on capital (or both),
there must be full disclosure of main features of the guarantee, including a clear
description of how the return is to be determined and the extent of any discretion
that may be exercised in making such a determination;

(¢) if the fund is a unit trust or mutual fund, it must satisfy the requircments of section
18 of this Schedule;

(/) if the fund is an insurance policy, it must satisfy the requirements in section 19 of
this Schedule;

(g) the trustee of the fund, and any investment manager or custodian appointed by the
trustee in relation to the fund, must comply with such of the requirements of this
Regulation as relate o an approved trustee of a registered scheme, and to an
investment manager or custodian appointed by such an approved trustee, in so far
as those requirements are relevant to the fund;

(1 the financial statements, investment reports and auditor’s reports of the fund must
be lodged with the Authority and additional information relating to those
statements and reports must be provided to the Authority whenever the Authority
requests;

(i) no additional initial charges may be imposed in relation to the management of the
fund if the manager of (he fund, or an associate of that manager, manages the
relevant constituent fund;

(j) if the fund is invested in another fund and the manager of the fund, or an associate
of that manager, manages the other fund, no additional initial charges may bc
imposed in relation to the management of that other fund,;

(k) the fund must be governed by the law of Hong Kong.

18. Unit trusts and mutual funds

(1) The funds of a constituent fund may be invested in a unit trust or mutual fund, but only
if it is an authorized unit trust or an authorized mutual fund.

(2) An authorized unit trust or an authorized mutual fund that provides for a guaranteed
amount to be paid to investors who hold units in the unit trust, or shares in the mutual fund, at a
specified date in the futurc must have a guarantor that is an authorized financial institution that
complics with subsection (3).

(3) For the purposes of subsection (2), an authorized financial institution complies with this
subsection only if it satisfies capital adequacy or reserve requirements imposed in respect of
investment guarantecs by the Monetary Authority.

19. Insurance policies

(1) The funds of a constituent fund may be invested in an insurance policy, but only if the
policy-—
(a) is within class G or H insurance business for the purposes of the Insurance
Companies Ordinance (Cap. 41); and
(h) is issucd by an authorized insurer; and
(c) in the case of a policy that is within class H insurance business, operates, to the
satisfaction of the Authority, as a full investment-linked policy linked to a separate
pooled investment fund; and
(d) in the case of a policy that is fully or partially investment-linked, has policy values
that are, to the satisfaction of the Authority, fully unitised.
(2) An authorized financial institution may act as the guarantor of an insurance policy of
class G, but only if the institution complies with subsection (3).
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(3) For the purposes of subsection (2), an authorized linancial institution complies with this
subsection only if it satisfies capital adequacy or reserve requirements imposed in respect of
investment guarantees by the Monetary Authority.

(4) The underlying investments of an insurance policy of the same serics must be kept in a
separate pooled investment fund.

(5) The insurer may act as the investment manager of the fund referred o in subsection (4)
only if the insurer is a corporation licensed to carry on, or an authorized financial institution
registered for carrying on, a business in asset management under Part 'V of the Securities and
Futures Ordinance (Cap. 571). (5 of 2002 5. 407)

SCHEDULE 2 [ss. 44 & 47]

INVESTMENT MANAGEMENT CONTRACTS

(1) An investment management contract relating to a registered scheme must be in writing
and must be governed by the law of Hong Kong.
(2) The contract must also—

() oblige the investment manager to disclose to the approved trustee particulars
(including the form, method of caleulation and amount) ot all emoluments and other
benelits received or to be received by the manager as a result of being the investinent
manager for the scheme; and

(b) oblige the investment manager to report in wriling to the approved trustee at
intervals of not more than 3 months the amounts of brokerage and commissions
charged in respect of dealings with securities relating to the scheme and to include in
the report particulars of the persons who charged those amounts; and

(c) require that any payment made to the approved trustee or investment manager by a
third party, either directly or indirectly, will be credited to the scheme if the payment
is derived from the acquisition or disposal ot scheme assets; and

(d) oblige the investment manager—-

(i) to include in an annual report to the approved trustee a description of the
manager’s business practices with respect to the provision of goods and services
to the manager by a broker or dealer in consideration of directing to the broker
or dealer business relating to transactions involving the acquisition or disposal
of scheme assets; and
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MANDATORY PROVIDENT FUND SCHEMES
(GENERAL) REGULATION

(Cap. 485, scction 46)

[Sections 1 to 8, 13 and 206 } 24 July 1998 L.N. 294 of 1998
Part XIV (except sections 185to 191) '} 12 March 1999 L.~ 69 of 1999

Sections 9 to 12, Parts II and III,
Part IV (except sections 32 to 33),
Part V (except sections 56, 59 and
66), s 9¢ 9 of 194
Part VI (except section 71), * 3 August 1999 LN 69 of 1999
Parts VII to X,
sections 204 and 205, and
Schedules 1 to 4

Sections 32 to 35, 56, 59, 66, 71, 119 1 December 2000 L.N. 121 of
to 175 and 185 to 203 2000]

PART I

PRELIMINARY
L. (Omitted as spent)

2. Interpretation

In this Regulation, unless the context otherwise requires—

“account number” (WR/F9%ME) includes a reference to a combination of
numbers, letters or other symbols that identifies a member’s account with
a registered scheme;

“accounting practice unit” (#ril ¥ ¥:%07) means a practice unit as defined by
section 2 of the Professional Accountants Ordinance (Cap. 50);
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“actuary” (Mi¥Ll) has the same meaning as in section 2 of the Occupational
Retirement Schemes Ordinance (Cap. 426);

“adequate insurance™ (L %I {4£#) has the meaning given by section §;

“applicable accounting guideline™ GEINIY @ il 4i55]) means—

(¢) the industry accounting guideline, issued by the Hong Kong
Institute of Certified Public Accountants, called the “Financial
Statements of Retirement Schemes”, or that guideline as amended
from time to time; or

(b) if the Hong Kong Institute of Certified Public Accountaiils
issues an accounting guideline in respect of registered schemes,
that guideline, or that guideline as amended from time to time;
(23 0f 2004 5. 56)

“approved credit rating agency” (RififfiEaT4 M) means a credit rating
agency approved by the Authority for the purposes of this Regulation;

“approved futures exchange” (WHEWI 1558 % ) means—

(¢) a recognized futures market; or

(h) any futures exchange established in a place outside Hong Kong
that is declared by the Authority by notice published in the
Gazette to be an approved futures exchange for the purposes of
this Regulation; (5 of 2002 s. 407)

“approved overseas bank” (#!fif 4MKR17) has the meaning given by section 3;

“approved overseas insurer” (FiftifSMEBEA) has the meaning given by
section 4;

“approved overscas trust company” (R4 71]) has the meaning given
by scction 5;

“approved pooled investment fund™ (RAEIEYEYEIE D) has the meaning given
by scction 0;

“approved stock exchange” (#l:itt /%3¢ 5 1) means—

. (a) a recognized stock market; or

(h) any stock exchange established in a place outside Hong Kong
that is declared by the Authority by notice published in the
Garzette to be an approved stock exchange for the purposes of
this Regulation; (5 0f 2002 5. 407)

“arrears” (/X#) means the mandatory contributions that are not paid by the
contribution day;

“assets held in Hong Kong™ (f¢ &ilk45 471 ¥{7%) has the mcaning given by
section 10;

“authorized financial institution” (%0 W H# ) means an institution authorized
under Part IV of the Banking Ordinance (Cap. 155);

“authorized insurer” (JEIZ 4% A) means an insurer authorized under section
8 of the Insurance Companies Ordinance (Cap. 41);

“authorized mutual fund™ (G2 1. B3%42) means a mutual fund authorized as a
collective investment scheme by the Sccurities and Futures Commission
under section 104 of the Securities and Futures Ordinance (Cap. 571);
(502002 s. 407)
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“authorized unit trust” GET WA (G0 means a unit trust authorized as a collective
investment scheme by the Securities and Futures Commission under section
104 of the Securities and Futures Ordinance (Cap. 371); (5 of 2002 5. 407 )

“central securities depository” (‘') 5 4¢ (£1E) means a depository in Hong
Kong, or a depository or a clearing agency outside Hong Kong that is
approved by the Authority for the purposes of this Regulation;

“consolidated report™ (457 #Glh) means a report published in accordance with
section 89;

“constituent fund” (RFAEDE), In relation to a registered scheme, means the
fund that constitutes a registered scheme, or a fund that forms part of the
scheme, and complies with the requirements set out in section 36;

“continuous financial support” (Ffi < 4H2), in relation to a company that
applies 1o be or is an approved trustee, has the meaning given by section 12;

“contribution account” ({;&k#&)7), in relation to a member of a registered
scheme, means an account with the scheme into which mandatory
contributions and voluntary contributions (if any) are paid in respect of
any current unploynnnl or current self=cmployment of the member;

“contribution day” (e 1 )—
(«) in relation to a sell-employed person, means the last day of the
contribution period prescribed by section 131; and
(h) inrelation to a participating employer, has the meaning given by
section 122(1);

“control objectives™ (FFM1TED, in relation to a registered scheme, means the
control objectives for the time being applicable to the scheme because of
section 39;

“currency forward contract” (L% 754)) means a contract for the purchase
or sale of a specilic quantity o forcign currency, with delivery and
scttlement at a spuullcd future date;

“custodian” (R4 A), in relation (o the assets of a registered scheme, includes
the approved trustee of the scheme if acting as the custodian of those
assets in accordance with section 5S0(2);  (L.N. 223 of 2000)

“deadline” (L& W), in relation to the financial period of a registered scheme,
means the end of the day that falls 6 months after the end of that period:

“debt security” (fftf# 45) means--

(a) any debenture or other document issued by a person as evidence
of a debt owed by the person or as security for the repayment of
a loan (whether with or without interest); or

(b) debenture stock and bonds issued by a company (whether
constituting a charge on the assets of the company or not); or

(¢) convertible loan stock;

“delegate” (J#4#%Z N\), in relation to a custodian, means a person to whom the
custodian has delegated the custodian’s function as a custodian; (LN
223 0f 2000)
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CAP. 485 Mandatory Provident Fund Schemes Al3
( General) Regulation

|Subsidiary]

“cligible overseas bank” ({} ¥{# i 41 4117) has the meaning given by section 13;

“encumbrance” (FE i £11%) includes a charge, pledge, lien and mortgage;

“Fees Regulation” (#1111 ) means the regulation (if any) made under section
46 of the Ordinance prescribing fees for the purposes of this Regulation;
“financial futures contract” (J47% ] 8 & #)) means a contract entered into on an

approved futures exchange under which-— (5 0f 2002 5. 407)

(¢) a party to the contract agrees to deliver to the other party to the
contract at an agreed future time a specified security, or a
quantity of specified securities, at an agreed price; or

(b) the parties agree to make an adjustment between themselves at
an agreed future time according to whether at that time—

(i) a specified security is worth more or less than a value agreed
at the time when the contract is entered into; or

(ii)) a number of an index of securities stands at a higher or
lower level than a level agreed at the time when the contract
is entered into;

“financial option contract” (% W# & %) means a contract entered into on an
approved futures exchange or an dpprovcd stock exchange under which a
party to the contract acquires from the other party to the contract an
option or right, cxercisablc at or before a specificd time, to be paid by that
other party an amount of money to be determined by reference to the
amount by which a number specified in the contract is more or less than
the number of a specified stock market index as at the time when the
option or right is excrcised; (5 of 2002 5. 407)

“financial period”™ (J4HY)), in relation to a registered scheme, has the meaning
given by section 79;

“financial statements” (W %), in relation to a registered scheme, means a
balance sheet and statement of account prepared or to be prepared in
respect of the scheme;

“independent director” (¥ . # %) means a director having the qualifications
prescribed by section 9;

“Insurance Authority” ({£K#¥E:#) means the Insurance Authority appointed
under section 4 of the Insurance Companies Ordinance (Cap. 41); (L.N.
223 0f 2000)

“insurer” (f£KA), when it is not qualified by the word “authorized”, means a
person who is carrying on insurance business;

“market value” (iiffi), in relation to any property, means the price that can
reasonably be expected to be paid for the property if it were sold by a
willing seller to a willing buyer on the open market, with both parties
acting at arms length;

“Monetary Authority” (#ME ¥ B) means the Monetary Authority
appointed under section 5A of the Exchange Fund Ordinance (Cap. 66);
(L.N. 223 of 2000)
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CAP. 485 Mandatory Provident Fund Schemes
( General) Regulation

[Subsidiary}

“net assets” (FFEAE), in relation to a company or corporation, means the
amount by which the company’s or corporation’s, db the case may be,
total tangible assets exceed its total liabilities; (L.N. 223 of 2000)

“offering document” (#4)3{#), in relation to a registered scheme, means a
document—

(¢) inviting participation in the scheme by prospective participating
employers or prospective members of the scheme; and

(b) containing information relating to the establishment or
administration of the scheme; (2 of 2002 5. 21)

“ORSO exempted scheme” (B %5#]) has the same meaning as in
section 2(1) of the Mandatory Provident Fund Schemes (Exemption)
Regulation (Cap. 485 sub. leg. B); (2 02002 s. 21)

“ORSO registered scheme” (BB ME #]) has the same meaning as in
section 2(1) of the Mandatory Provident Fund Schemes (Exemption)
Regulation (Cap. 485 sub. leg. B), (2 0f 2002 5. 21)

“overseas” (Fh), in relation to Hong Kong, means outside Hong Kong;

“participation agreement” (2 %ii%), in relation to a registered scheme, means
an agreement—

(a) between a participating employer and the approved trustee of
the scheme for the employer and his employees to participate in
the scheme;

(h) between a self-employed person and the approved trustee of the
scheme for the self-employed person to participate in the
scheme; or

(¢) between a person intending to maintain a preserved account in
the scheme and the approved trustee of the scheme; (2 of 2002
s. 21)

“prescribed capital adequacy requirements™ (#]WIYE A A FUE RIS, in relation
to a company that applies to be or is an approved trustee, has the meaning
given by section 11;

“preserved account” (ffE##&kF), in relation to a member of a master trust
scheme or an industry scheme, means an account with the scheme (other
than a contribution account) in which the accrued benefits in respect of
any former employment or former sell-employment of the member are
held, and includes—

(«) a former contribution account of the member retained in the
scheme under section 147(6);

(b) the member’s benefits, il any, transferred to the scheme from an
ORSO exempted scheme or an ORSO registered scheme; (2 of
2002 5. 21)

“recognized futures market” (RAWI{5:li%) has the same meaning as in
section 1 of Part | of Schedule 1 to the Securities and Futures Ordinance
(Cap. 571); (5 0f2002 s. 407)
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CAP. 485 Mandatory Provident Fund Schemes AlS
( General) Regulation

[Subsidiary]

“recognized stock market” (F@F]# % 1li%5) has the same meaning as in section 1
of Part | of Schedule 1 to the Securities and Futures Ordinance
(Cap. 571); (502002 s. 407)

“registered trust company” (iF % iC2 ) means a trust company registered
under Part VIII of the Trustee Ordinance (Cap. 29);

“scheme assets” (ii| ®1¥i/%) means securities and other assets acquired and held
for the purposes of a registered scheme, and includes—

(«) income derived from the investment of those securities or other
assets; and
(h) money payable to the scheme;

“sccuritics™ (k) has the same meaning as in scction 1 of Part 1 of Schedule |
to the Securities and Futures Ordinance (Cap. 571); (5 of 2002 s. 407)

“substantial financial institution™ (JLBLBUUH BEI%) has the mecaning given by
section 7;

(202002 s. 21, 5 of 2002 5. 407)

3. What is an approved overseas bank for the
purposes of this Regulation?

A bank incorporated outside Hong Kong is an approved overseas bank
for the purposcs of this Regulation if the bank has satisfied the Authority that
it is authorized by the law of a place outside Hong Kong to carry on the
business of a bank and the Authority has notified the bank in writing that it
has approved the bank as an overseas bank for those purposes.

4. What is an approved overseas insurer
for the purposes of this Regulation?

An insurer incorporated outside Hong Kong is an approved overseas
insurer for the purposes of this Regulation if the insurer has satisfied the
Authority that it is authorized by the law of a place outside Hong Kong to carry
on the business of an insurer and the Authority has notified the insurer in writing
that it has approved the insurer as an overseas insurer for those purposes.

S.  What is an approved overseas trust company for the
purposes of this Regulation?

A trust company incorporated outside Hong Kong is an approved
overseas trust company for the purposes of this Regulation if the company has
satisfied the Authority that it is authorized by the law of a place outside Hong
Kong to carry on the business of a trust company and the Authority has
notified the company in writing that it has approved the company as an
overseas trust company for those purposes.
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