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[Subsidiary}

(11) Nothing in this section requires the approved trustee of a registered
sch_eme to appoint a person to be a custodian of the scheme assets if the trustee
satisfies the eligibility requirements of this section.

69. Custodial agreement

(1) If the approved trustee of a registered scheme appoints a custodian to
administer the scheme assets, the trustee must ensure that the contract for the
appointment of the custodian incorporates a custodial agreement that
complies with Schedule 3.

(2) 1If the approved trustee of a registered scheme does not appoint a
custodian to administer the scheme assets, the trustee must, by deed, give an
undertaking to the Authority. The undertaking must incorporate the terms of
a custodial agreement that complies with Schedule 3.

(3) If the approved trustee of a registered scheme has appointed a
custodian of the scheme assets, that trustee must take all reasonable steps to
ensure that the custodian complies with the terms of the relevant custodial
agreement.

(4) An approved trustee who, without reasonable excuse, fails to comply
with this section commits an offence and is liable on conviction to a fine at
level S.

70. Temporary custodian

(1) The approved trustee of a registered scheme may act as a temporary
custodian of scheme assets even though the trustee would not, apart from this
section, be eligible to be a custodian of scheme assets, or has appointed an
eligible person to be a custodian of the scheme assets, but only for the sole
purpose of temporarily keeping—

(@) contributions and other payments received for the purposes of
the scheme; or

(h) payments required or permitted to be made from the funds of
the scheme.

(2) When acting as a temporary custodian of scheme assets, an approved
trustee must—-

(a) comply with the requirements set out in subsection (4);

(b) as soon as practicable after receiving contributions and other
amounts from an employer or any other person for the purposes
of the scheme, pay them to the custodian; and

(¢) as soon as practicable after receiving the payments from a
custodian of the scheme assets for the purpose of paying accrued
benefits or other amounts of money, pay them to the persons
entitled to receive them.
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71. Eligibility of delegate of custodian

A person is not eligible to be a delegate of a custodian of scheme assets
unless the person would be eligible to be a custodian of scheme assets.

72. Subcustodial agreement

Any agreement entered into between a custodian of scheme assets and
another person providing for any of the custodian’s functions to be delegated
to that other person must include the same requirements as those specified in
Schedule 3. For the purpose of applying Schedule 3 to the agreement,
references to the trustee are to be construed as references to the custodian and
references to the custodian are to be construed as references to the delegate.

73. Use of central securities depository

(1) An agreement entered into between the approved trustee of a
registered scheme and a custodian of scheme assets or between the custodian
and a delegate of the custodian may provide for scheme assets to be held in a
central securities depository.

(2) A central securities depository is not to be regarded as a custodian
carrying on business in Hong Kong or its delegates for the purpose of this
section.

Division 2—
Provisions applicable to service providers generally

74. Approved trustee to review service
providers’ reports

(1) The approved trustee of a registered scheme must require each service
provider appointed or engaged by the trustee to submit to the trustee such
reports as will enable the trustee to perform the trustee’s duties under the
Ordinance.

(2) The reports that the trustee must require include (but are not limited
to)—

(a) a report of any material event ; and
(b) an annual report that complies with subsection (5).

(3) An event is a material event for the purposes of subsection (2)(a) if it
involves— !

(@) a material change, or a proposal for a material change, relating
to the eligibility of the service provider; or
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