LC Paper No. CB(1)1640/99-00(03)(b)
GFOX: DVA#23750v3

1st draft: 19.5.00
2nd draft: 20.5.00
3rd draft: 22.5.00

MANDATORY PROVI DENT FUND SCHEMES ORDI NANCE
AND
| NTERPRETATI ON AND GENERAL CLAUSES ORDI NANCE

RESOLUTI ON OF THE LEGQ SLATI VE COUNCI L

MANDATCORY PROVI DENT FUND SCHEMES ( GENERAL)
( AMENDMENT) REGULATI ON 2000

Resol uti on nade and passed by the Legislative Council under section 46
of the Mandatory Provident Fund Schenes O di nance (Cap. 485) and section 35
of the Interpretation and CGeneral C auses Ordinance (Cap. 1) on

2000.

RESOLVED t hat the Mandatory Provident Fund Schenes (CGeneral) (Arendnent)
Regul ati on 2000, made by the Chief Executive in Council on 21
March 2000, be approved, subject to the follow ng anendnents -

(a) 1in section 2 —
(i) by deleting paragraph (b)(ii);
(ii) in paragraph (c), in the proposed section 7(2),

by adding "in the determ nation of net assets

as referred to" after liabilities"";

(b) by deleting section 12 and substituting —
"12. Approved trustee to

ensure that schene
assets are not



i mproperly
encunber ed
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Section 65 is anended —

(a)

i n subsection (2) -

(i)

(i)

(iii)

by repealing paragraph (a)(iii) and

substituting —

"(iii) at the tine the borrow ng was
made, it was unlikely that the
period of the borrow ng would
exceed 90 days; or";

i n paragraph (b) -

(A) by repealing subparagraph (iii)

and substituting —

"(iii) at the tine the borrow ng
was made, it was unlikely
that the period of the
borrowi ng woul d exceed 7
wor ki ng days; and";

(B) in subparagraph (iv), by
repeal i ng "necessary." and
substituting "necessary; or"

by addi ng —

"(c) 1is created for the purpose of
securing a claimof paynent for
the safe custody or
adm ni stration of the schene

assets by a central securities



(b)

(c)
(d)
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depository or a delegate of a
cust odi an; or

(d) is created for the purpose of
acquiring a financial futures
contract pursuant to section 14
of Schedule 1 or a currency
forward contract pursuant to
section 15 of Schedule 1; or

(e) 1is created by the operation of
law i n Hong Kong or in a place
out si de Hong Kong.";

by addi ng -

"(4) For the avoidance of doubt, it is
her eby decl ared that any encunbrance created
over the schene assets of a registered schene
that is, at the time of creation, consistent
wi th the exception under subsection (2) shal
remain valid throughout the period for which
the borrowi ng remains outstanding.".";
by del eting section 14;
in section 23 —

(i) by deleting paragraph (a) and
substituting —
"(a) by repealing section 1(b) and
substituting —
"(b) to be entrusted to the

custodi an for safe keeping;
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and
(c) entrusted to the
custodi an —

(i) where the schene
assets are in
registered form to
be —

(A) registered in
t he nane of the
custodi an or
its del egate;
or

(B) admnistered
and dealt with
by the
custodi an or
its delegate in
such manner as
may be
customary and
prudent in the
rel evant market;

(ii) where the schene

assets are in bearer

form to be held in

t he physi cal

possessi on of the
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custodian or its
del egate; and
(d) to be segregated fromthe
custodian's and its
del egates' assets.".";
(i) in paragraph (c) -
(A) by deleting subparagraph (i) and
substituting —
"(i) by repealing paragraphs (a)
and (b) and substituting —
"(a) where the encunbrance
is created for the
pur pose of securing
an anount borrowed to
enabl e accrued
benefits to be paid
to or in respect of
schenme nenbers, and
then only if —
(i) the anount
bor r oned
(together with
any ot her
borrow ngs
made for the
sane purpose)

does not



(b)

(i)

(iii)
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exceed 10 per
cent of the
mar ket val ue
of the schene
assets at the
time of the
borrow ng; and
t he borrow ng
is not part of
a series of
borrow ngs;
and
at the tine
t he borrow ng
was nmade, it
was unlikely
t hat the
period of
borrow ng
woul d exceed

90 days; or

where t he encunbr ance

is created for the

pur pose of securing

an anmount borrowed to

settle a transaction

relating to the
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acqui sition of schene

assets,
if -

(i)

(i)

(iii)

and then only

t he anmount
bor r oned

(t oget her

wi th any

ot her

bor r owi ngs
made for the
sane purpose)
does not
exceed 10 per
cent of the
mar ket val ue
of the schene
assets at the
time of the
borrow ng;
and

t he borrow ng
is not part
of a series
of borrow ngs;
and

at the tinme

t he borrow ng
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was made, it
was unlikely
t hat the
period of
borrow ng
woul d exceed
7 wor ki ng
days; and

(tv) at the tinme
t he deci sion
to enter into
t he
transaction
was made, it
was unlikely
t hat the
borrow ng
woul d be
necessary.".";
(iii) by deleting paragraph (d) and
substituting —
"(d) in section 5 -

(i) by repealing "The" and
substituting "Subject to
section 11 of this
Schedul e, the";

(ii) in paragraph (a), by
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repealing "l osses incurred
(directly or indirectly)"
and substituting "direct
| osses incurred";".";

(tv) in paragraph (f), by deleting the
proposed section 11 and substituting —
"11. The Authority may,
subj ect to such conditions as the
Aut hority thinks fit, by notice
in witing (published in such
manner as the Authority thinks
fit) waive or nodify the
provi sions of section 2, and, in
the case of a delegate of a
custodi an, section 2, 5, 6(1)(a)
or (2) or 7(a), of this Schedul e,
where the Authority is of the
opi nion that the provisions —

(a) cause undue
har dshi p;

(b) are incapabl e of
or precluded from
bei ng conplied
with by virtue of
a lawin a place
out si de Hong Kong;

or
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(c) are not in the

interests of

rel evant schene

nmenbers.

12. For the avoi dance of

doubt, it is hereby declared

that -

(a) schene assets —

(i)

(i)

conpri sing
cash hel d by
a custodi an
which is an
aut hori zed
financi al
institution,
an eligible
over seas
bank or an
approved
over seas
bank may be
hel d by any
such
custodian in
its capacity
as a bank;

may be



(b)

Page 11
deposi ted by
t he
cust odi an
and its
del egat es
w th, and
hel d in, any
central
securities
depository
on such
terns as
such centra
securities
depositaries
customarily
oper at e;
any encunbrance
created over the
schene assets of a
regi stered schene
that is, at the
time of creation,
consistent with
t he exception
under section 3

shall remain valid
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t hr oughout the
period for which
t he borrow ng
concerned renai ns

outstanding.".".

Clerk of the Legislative Counci

2000
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RESCLVED t hat the Mandatory Provi dent Fund Schenes (General) (Arendnent)
Regul ati on 2000, made by the Chief Executive in Council on 21
March 2000, be approved, subject to the follow ng anendnents -

(a) in section 2 —
(i) by deleting paragraph (b)(ii);

(i1) in paragraph (c), in the proposed section 7(2),
by adding "in the determ nation of net assets
as referred to" after ""liabilities"";

(b) by deleting section 12 and substituting —
"12. Approved trustee to

ensure that schene
assets are not

i nproperly
encunber ed
Section 65 is anended —
(a) in subsection (2) -

(1) by repealing paragraph (a)(iii) and

substituting —
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"(iii) at the time the borrow ng was

made, it was unlikely that the
period of the borrow ng would
exceed 90 days; or";

(i) in paragraph (b) -

(A) by repealing subparagraph (iii)
and substituting —

"(iii) at the tinme the borrow ng
was made, it was unlikely
that the period of the
borrowi ng woul d exceed 7
wor ki ng days; and";

(B) in subparagraph (iv), by
repeal i ng "necessary." and
substituting "necessary; or";

(iii1) by adding —

"(c) 1is created for the purpose of
securing a claimof paynent for
the safe custody or
adm ni stration of the schene
assets by a central securities
depository or a delegate of a
cust odi an; or

(d) is created for the purpose of
acquiring a financial futures
contract pursuant to section 14

of Schedule 1 or a currency



(b)

(c)
(d)
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forward contract pursuant to
section 15 of Schedule 1; or

(e) is created by the operation of
law in Hong Kong or in a place
out si de Hong Kong.";

by adding —

"(4) For the avoidance of doubt, it is
her eby decl ared that any encunbrance created
over the schene assets of a registered schene
that is, at the time of creation, consistent
wi th the exception under subsection (2) shal
remai n valid throughout the period for which
t he borrow ng remai ns outstanding.".";
by del eting section 14;
in section 23 —

(i) by deleting paragraph (a) and
substituting —
"(a) by repealing section 1(b) and
substituting —

"(b) to be entrusted to the
custodi an for safe keeping;
and

(c) entrusted to the
custodi an —
(1) where the schene
assets are in

registered form to
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be —
(A) registered in
t he nane of the
cust odi an or
its del egate;
or
(B) admnistered
and dealt with
by the
cust odi an or
its delegate in
such manner as
may be
customary and
prudent in the
rel evant market;
(ii) where the schene
assets are in bearer
form to be held in
t he physi cal
possessi on of the
custodian or its
del egate; and
(d) to be segregated fromthe
custodian's and its

del egates' assets.".";

(ii) in paragraph (c) -
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(A) by deleting subparagraph (i) and

substituting —

(i)

by repealing paragraphs (a)

and (b) and substituting —

"(a)

where t he encunbr ance

is created for the

pur pose of securing

an anmount borrowed to

enabl e accrued

benefits to be paid

to or in respect of

schene nenbers,

and

then only if -

(i)

t he anmount
bor r oned
(together with
any ot her
borrow ngs
made for the
same purpose)
does not
exceed 10 per
cent of the
mar ket val ue
of the schene
assets at the

time of the
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borrow ng; and
(1i) the borrow ng
is not part of
a series of
borrow ngs;
and
(i) at the tine
t he borrow ng
was nmade, it
was unlikely
t hat the
period of
borrow ng
woul d exceed
90 days; or
(b) where the encunbrance
is created for the
pur pose of securing
an anount borrowed to
settle a transaction
relating to the
acqui sition of schene
assets, and then only
if -
(1) the anount
bor r oned

(t oget her



(i)

(iii)
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wi th any
ot her
bor r owi ngs
made for the
same purpose)
does not
exceed 10 per
cent of the
mar ket val ue
of the schene
assets at the
time of the
borrow ng;
and
t he borrow ng
is not part
of a series
of borrow ngs;
and
at the tinme
t he borrow ng
was made, it
was unlikely
that the
period of
borrow ng

woul d exceed



(iii)

(iv)
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7 wor ki ng
days; and
(iv) at the time
t he deci sion
to enter into
t he
transacti on
was nade, it
was unlikely
t hat the
borrow ng
woul d be

necessary.".";

by del eting paragraph (d) and

substituting —

"(d) in section 5 -

(i)

(i)

by repealing "The" and

substituting "Subject to

section 11 of this

Schedul e, the";

i n paragraph (a), by
repealing "losses incurred
(directly or indirectly)"
and substituting "direct

| osses incurred";".";

in paragraph (f), by deleting the

proposed section 11 and substituting —
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"11. The Authority may,
subj ect to such conditions as the
Authority thinks fit, by notice
in witing (published in such
manner as the Authority thinks
fit) waive or nodify the
provi sions of section 2, and, in
the case of a delegate of a
custodi an, section 2, 5, 6(1)(a)
or (2) or 7(a), of this Schedul e,
where the Authority is of the
opi nion that the provisions —

(a) cause undue
har dshi p;

(b) are incapabl e of
or precluded from
bei ng conplied
Wi th by virtue of
a lawin a place
out si de Hong Kong;
or

(c) are not in the
interests of
rel evant schene
menbers.

12. For the avoi dance of

doubt, it is hereby declared
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(a) schene assets —

(i)

(i)

conpri si ng
cash hel d by
a custodi an
which is an
aut hori zed
financi al
institution,
an eligible
over seas
bank or an
approved
over seas
bank may be
hel d by any
such
custodian in
its capacity
as a bank;
may be
deposi ted by
t he

cust odi an
and its

del egat es

with, and



(b)
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hel d in, any
central
securities
depository
on such
terns as
such centra
securities
depositaries
customarily
oper at e;

any encunbrance
created over the
schene assets of a
regi stered schene
that is, at the
time of creation,
consistent with

t he exception
under section 3
shall remain valid
t hr oughout the
period for which

t he borrow ng
concerned renai ns

outstanding.".".



