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INTRODUCTION

At the meeting of the Executive Council on 3 June 2014, the
Council ADVISED and the Chief Executive ORDERED that the
Securities and Futures and Companies Legislation (Uncertificated
Securities Market Amendment) Bill 2014 (“the Bill”), at Annex A, should
be introduced into the Legislative Council (“LegCo”) to enable the
introduction of an uncertificated securities market regime (“the proposed
regime”).

JUSTIFICATIONS

Current Paper-based Securities Regime in Hong Kong

2. Under the existing paper-based securities market regime in Hong
Kong, the law requires the issue of paper certificates and the use of paper

instruments of transfer for certain securities.® In the case of securities
that are listed on the Stock Exchange of Hong Kong (“SEHK™), interests

1 Currently, the Companies Ordinance (“CO”) (Cap. 622) requires the issue of paper certificates and

the use of paper instruments of transfer in respect of shares and debentures. The Stamp Duty
Ordinance (Cap. 117) requires the use of paper instruments of transfer in respect of units in a unit
trust scheme. To take forward the uncertificated securities market initiative, some amendments
were introduced under Part 7 of the Companies (Amendment) Ordinance 2010 (Ord No 12 of
2010), and then subsequently incorporated (as appropriate) into Schedule 8 to the CO, to remove,
or provide exceptions to, the limitations arising from the provisions in the CO that compel the use
of paper documents of title and paper instruments of transfer in relation to shares and debentures.
The Government had made clear that these amendments to the CO would only come into operation
when the market is ready to implement an uncertificated securities market model and that further
and more detailed requirements would still need to be worked out.



in the securities can be transferred without paper through the Central
Clearing and Settlement System (“CCASS”), which is an immobilised
securities system? operated by Hong Kong Securities Clearing Company
Limited (“HKSCC”). So long as the securities stay in CCASS, legal
title to them remains vested in HKSCC Nominees Limited. Investors
who elect to hold securities in CCASS therefore hold only a beneficial
interest in the securities — they are not registered holders and do not hold
legal title. Likewise, when investors transfer securities in CCASS, they
transfer only the beneficial interest in the securities — legal ownership of
the securities remains with HKSCC Nominees Limited.

Benefits of an Uncertificated Securities Market Regime

3. Under the proposed regime, legal ownership in securities can be
held and transferred without paper documents. This can bring the
following main benefits -

(@) To modernise the financial infrastructure of Hong Kong and
enhance overall efficiency of our securities market. By
further reducing the use of paper, we can enable straight-through
processing and enhance efficiency and the turnaround time for
transactions.

(b) To enhance corporate governance, and ultimately secure an
improved level of investor choice and protection. By
enabling direct ownership, shareholder transparency can be
enhanced and corporate communications and corporate action
services can be carried out directly and more efficiently.
Investors can also have the option to hold their securities in
uncertificated form and in their own name, thus securing an
improved level of investor choice and protection which is not
available under the current immobilised securities system.

(c) To ensure that Hong Kong is on a par with other leading
markets. Markets including Australia, Mainland China, Japan
and the UK have already implemented an uncertificated
securities market. In addition, the European Parliament has
recently passed a legislative resolution which mandates that

An immobilised securities system is one in which paper certificates for securities are issued and
deposited with a central depository which is electronically linked with a settlement system. The
securities are immobilised in the central depository in the sense that the paper certificates are held
by the depository at all times without the need to move the paper certificates or to re-register the
securities to effect a transfer within the system.



transferable securities issued after 1 January 2023 shall be in
dematerialised (i.e. paperless) form and all transferable securities
shall be in dematerialised form from 1 January 2025.  This,
together with other benefits of improved efficiency, enhanced
corporate governance and better investor protection, will
reinforce Hong Kong’s competitiveness and position as a leading
market. It can also provide greater opportunities for future
linkages with other uncertificated securities markets.

Legislative and Regulatory Framework

4, The proposed regime is intended to apply only to securities that
are listed, or to be listed, on a recognized stock market®. It will not
apply to unlisted securities (such as shares or debentures of private
companies). Moreover, the proposed regime will be implemented in
phases, and the initial phase will only cover shares that are listed or to be
listed on a recognized stock market. Other securities (e.g. debentures
and unit trusts) that are listed or to be listed on such a stock market will
be covered at a later stage. This is because, compared to other securities,
shares raise the most concerns in terms of corporate governance and
investor protection. The proposed regime will apply to shares of Hong
Kong companies, and non-Hong Kong companies as and when the
necessary approvals or laws of their home jurisdictions are in place. We
are initiating discussion on this with the Mainland, the United Kingdom,
Cayman Islands and Bermuda, while proceeding with the current
legislative exercise in Hong Kong, so that companies from as many
jurisdictions as possible may be covered by the proposed regime when it
starts to operate.

5. The implementation of this initiative will necessitate
amendments to mainly the Securities and Futures Ordinance (“SFO”) and
the Companies Ordinance (“CO”). The broad framework for the
regulation of the uncertificated securities market will be set out in those
two pieces of primary legislation, while details relating to operational
matters and the regulation of the uncertificated securities market
environment will be set out in new subsidiary legislation to be made
under the SFO (“rules”). The main features of the proposed regime and
consequently the major legislative proposals are summarised in the
following paragraphs.

* “Recognized stock market” is defined under the Securities and Futures Ordinance (Cap. 571) (“SFO”)
as a stock market operated by a company recognized as an exchange company under section 19(2) of
the SFO.



Shares to be specified as Prescribed Securities

6. The amendments to the SFO will apply to all securities that are,
or are to be, listed on a recognized stock market, and specified in the
legislation. We will introduce a new term “prescribed securities” in the
SFO to refer to such securities, and they will be specified by class or
description in a new Schedule 3A to the SFO. Since the initial focus of
the proposed regime will be on shares, the new Schedule 3A will only
specify shares at the outset. The SFO will be amended to empower the
Securities and Futures Commission (“SFC”’) to amend Schedule 3A, after
consultation with the Financial Secretary, by means of subsidiary
legislation subject to negative vetting by LegCo.

Dual system for securities market

7. The uncertificated securities market initiative will Dbe
implemented in phases, and there will be a transitional period during
which a dual system will operate, i.e. during which the existing
paper-based system will continue to operate in parallel with the proposed
uncertificated securities market system. Investors will be able to choose
whether to hold their securities with paper -certificates issued or
alternatively in uncertificated form. They will also be able to convert
their holdings from one form to the other at any time. Only when the
market is ready, and after further consultation, will the proposed regime
for listed securities be made compulsory.

8. To enable the implementation of the dual system, and given that
the initial focus is on shares, we propose to amend provisions in the CO
that currently (either expressly or implicitly) require the issue of paper
share certificates and the use of paper instruments to effect the transfer of
shares. The amendments will simply remove the obligation to use paper
documents, but not go on to prohibit such use. Amendments will only
need to be made to a few specific provisions in the CO, mainly relating to
share certificates, instruments of transfer for share transfers, registration
of allotments, transfers and transmissions of shares, and the companies’
registers of members.

Participating shares and companies
0. We will introduce new terms in the CO (i.e. “participating

shares” and “participating company”) to refer to those shares and
companies that will be regulated under the proposed regime -



(@) “Participating shares” will refer to shares that are “prescribed
securities”, and that are permitted by the system operator of an
“uncertificated securities market system” to be transferred
through the system. (An “uncertificated securities market
system” is defined in the Bill to mean a system, together with
procedures and other facilities, that enables title to prescribed
securities to be evidenced and transferred without paper
documents and that facilitates supplementary and incidental
matters.) Investors will have the option to hold “participating
shares” in uncertificated form or certificated form.

(b) “Participating company” will refer to a company that has issued
any shares that are participating shares.

Register of members of participating companies

10. Under the proposed regime, the register of members of a
participating company will consist of two parts: one recording
uncertificated shares which will be kept and maintained by the system
operator of the uncertificated securities market system (“members register
(uncertificated shares)”); and the other recording certificated shares
which will be kept and maintained by the relevant share registrar as agent
of the participating company (“members register (certificated shares)”).
For both parts of the register, the details to be recorded will be set out in
the rules.

11. Investors holding shares in uncertificated form will have the
option to register their shares in their own names, and thus enjoy the full
benefits of legal ownership.  If investors prefer to hold their
uncertificated shares in the name of a nominee, they will be able to do so
as well.

12. To handle matters relating to the register of members of
participating companies, we propose inter alia —

(@) to amend the CO to re-define what constitutes the register of
members of a participating company (i.e. that it will consist of
the members register (certificated shares) and the members
register (uncertificated shares)); and

(b) to amend the SFO to empower the SFC to make rules to provide
for how the members register (certificated shares) and the
members register (uncertificated shares) are to be kept and



maintained, the matters that may or must be entered in them, and
the extent to which they may be available for inspection.*

Regulatory oversight and rules

13. We propose that regulatory and operational matters relating to
the new uncertificated securities market environment be overseen by the
SFC, and set out in a new Part IIIAA in the SFO. Essentially, Part IHIAA
will define certain key concepts and principles. In particular —

(@) It will define what “prescribed securities” are — securities that
fall within a class or description of securities specified in the
new Schedule 3A to be added to the SFO and that are listed or to
be listed on a recognized stock market. As noted in paragraph
6 above, the proposed regime will initially only apply to shares.
Hence, only shares will be specified in the new Schedule 3A at
the outset.

(b) It will also define what an “uncertificated securities market
system” is and will require that the system operator of such a
system may only be a recognized clearing house® (RCH) that is
approved by the SFC, after consultation with the Financial
Secretary. To complement this, the existing regulatory regime
for RCHs will be correspondingly expanded to cover the
operation of such systems.

(c) It will enable the SFC to make rules to provide for the operation
and regulation of the uncertificated securities market
environment and prescribe penalties for breach.

14, Additionally, as it is envisaged that share registrars will take on a
more active and involved role in the uncertificated securities market
environment, we propose to empower the SFC to authorize and regulate
share registrars who wish to provide share registrar services in respect of
participating companies. The new rule-making powers described in
paragraph 13(c) above will empower rules to be made by the SFC to
provide for the authorization and regulation of such share registrars.

15. All rules made by the SFC as described in paragraphs 13 to 14
above are subsidiary legislation subject to negative vetting by LegCo.

* The SFC’s new rule-making powers are discussed in more detail under paragraphs 13 and 14 below.

> Arecognized clearing house is a company recognized as a clearing house under section 37(1) of the
SFO.



Fees and charges

16. The guiding principles with respect to fees under the proposed
regime are that fees should be reasonable (for all parties concerned),
commensurate with services provided, conducive to encouraging
innovation and market development, and should not offset the longer term
benefits of an uncertificated securities market environment. To that end,
we propose to amend section 76 of the SFO to provide that the fees
charged by an RCH which is the system operator of an uncertificated
securities market system are subject to the SFC’s approval®. This is in
line with the existing legislation which requires fees charged by an RCH
to be approved by the SFC.

Stamp duty

17. The proposal will also necessitate amendments to a few other
ordinances, including the Stamp Duty Ordinance (“SDO”). Currently,
$5 fixed rate stamp duty is chargeable on the instrument of transfer in
respect of any sale or purchase of Hong Kong stock unless it is
specifically exempted. Under the proposed regime, participating shares
(which are Hong Kong stock) may be transferred without an instrument
of transfer in certain circumstances, and consequently, the $5 fixed duty
will no longer be chargeable on such transfers. The chargeability of the
ad valorem stamp duty will however not be affected.” Under the
proposed regime, ad valorem stamp duty will continue to be collected
electronically through the SEHK for all on-Exchange transfers® in the
same manner as it is currently collected. However, for off-Exchange
transfers® involving participating shares in uncertificated form, we
propose to amend the SDO to enable the setting up of a new stamping
arrangement for the collection of ad valorem stamp duty. These are

Under section 76 of the SFO, the SFC shall have regard to, among other matters, the level of
competition, if any, in Hong Kong for the matter for which the fee is to be imposed, in deciding
whether or not to approve a fee under that section.

Ad valorem stamp duty is chargeable on all transfers of shares listed in Hong Kong involving a
change in beneficial interest.

On-Exchange transfers refer to -

(a) transactions effected by brokers through the SEHK in accordance with the Rules of the SEHK
and recorded in the trading system of the SEHK; and

(b) transactions effected by brokers otherwise than through the SEHK but in respect of which
brokers choose to make payment of the stamp duty payable thereon through the SEHK.

Off-Exchange transfers refer to transfers that are not on-Exchange transfers. The proportion of
stamp duty from off-Exchange transactions of listed stocks is relatively small, just below 10% of all
transactions in listed stocks in recent years.



tax-neutral measures to allow electronic payment of ad valorem stamp
duty for off-Exchange transfers in the uncertificated securities
environment. In the absence of such an arrangement, it would be
necessary to create a paper document for physical stamping at the Stamp
Office. This would be a regressive step and inconsistent with the
uncertificated securities market initiative.

THE BILL
18. The main provisions of the Bill are as follows -

(@) Clauses 3 — 11 amend Part 11l of the SFO to further regulate an
RCH (and its controller) where the RCH is also the system
operator of an uncertificated securities market system.

(b) Clause 12 adds a new Part Il11AA to the SFO to provide for the
regulation of the uncertificated securities market. That Part has
three divisions.

(i) Division 1 contains interpretation provisions for certain
words and expressions used in that Part.

(i) Division 2 provides for the general principles to be adopted
for the uncertificated securities market regime.

(iii) Division 3 empowers the SFC to approve, after consultation
with the Financial Secretary, an RCH to operate and
maintain an uncertificated securities market system.
Division 3 also empowers the SFC to make rules relating to
the regulation of the uncertificated securities market
environment, such as matters relating to the operation of an
uncertificated securities market system, the keeping of the
register of members (certificated shares) and register of
members (uncertificated shares), the procedures for
registering any allotment, transmission or transfer of
prescribed securities through the uncertificated securities
market system, the authorization and regulation of share
registrars of participating companies, etc..

(c) Clause 19 adds a new Schedule 3A to the SFO which will list
the classes or descriptions of securities which, if listed or to be
listed on a recognized stock market, are to be “prescribed
securities” for the purposes of the proposed regime. At the
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initial stage, only shares will be included in the list under new
Schedule 3A.

(d) Clause 20 amends section 2 of the CO to provide for the
interpretation of certain words and expressions used in the CO in
relation to the proposed regime.

(e) Clauses 21 — 48 amend certain other provisions of the CO,
including provisions that relate to the allotment, transmission
and transfer of shares of a Hong Kong company, and the keeping
of a register of members of such a company.

() Clauses 52 - 58 amend the SDO to provide mainly for a new
stamping method for the collection of ad valorem stamp duty for
off-Exchange transfers involving shares in uncertificated form.

The existing provisions being amended are at Annex B.

LEGISLATIVE TIMETABLE
19. The legislative timetable will be —
Publication in the Gazette 13 June 2014

First Reading and commencement 25 June 2014
of Second Reading debate

Resumption of Second Reading  to be notified
debate, committee stage and Third
Reading

IMPLICATIONS OF THE PROPOSAL

20. The Bill is in conformity with the Basic Law, including the
provisions concerning human rights. The amendments proposed in the
Bill will not affect the current binding effect of the SFO, the CO, and
other ordinances and subsidiary legislation being amended. It has no
productivity or family implications. As the SFC will be responsible for
enforcing the proposed regime, there are no civil service implications to
the Government.



21. We expect that the Bill will have positive environmental and
sustainability implications by further reducing the use of paper. As for
economic implications, the proposed regime will enable straight-through
processing and enhance efficiency and the turnaround time for
transactions, and enhance overall efficiency in our securities market.
The proposed regime can also help enhance corporate governance, and
ultimately secure an improved level of investor choice and protection,
thereby helping to reinforce Hong Kong’s position as an international
financial centre. After the implementation of the proposed regime, some
of the services currently being provided in the market will need to evolve,
and so will the cost and fee structure. The significance of the impact
will vary among different participants.

22, Under the proposed regime, the current $5 fixed duty will no
longer be chargeable on participating shares transferred without an
instrument of transfer but the ad valorem stamp duty will continue to be
collected. The amounts of $5 fixed duty collected from the instruments
of transfer of listed shares for the years 2012-13 and 2013-14 are
$660,655 and $775,260 respectively. The corresponding amounts of ad
valorem duty on transfer of listed shares collected are $19,450 million
and $22,097 million respectively. The revenue forgone of the fixed duty
is considered minimal.

PUBLIC CONSULTATION

23. A public consultation on the proposed operational model for an
uncertificated securities market was conducted from December 2009 to
March 2010. The consultation conclusions were published in September
2010. The vast majority of market respondents supported the initiative.
We briefed the LegCo Panel on Financial Affairs on the proposed
operational model for an uncertificated securities market at its meetings
on 1 February 2010 and 1 November 2010.

24, We further briefed the Panel on the relevant legislative proposal
at its meeting on 6 January 2014. Members generally supported the
introduction of a Bill to enable the early introduction of an uncertificated
securities market regime. They asked about the timeframe for the
proposed regime to cover companies from other jurisdictions and the cost
impact on market participants. We explained that we would initiate
discussions with other jurisdictions in tandem with the current legislative
exercise in Hong Kong, with the objective of covering companies from as
many jurisdictions as possible when the new regime starts to operate.

10



We also explained the guiding principles for fees and charges and the
proposed approval power for the SFC (as described in paragraphs 13 and
16 above).

PUBLICITY
25. We will conduct a press briefing and issue a press release on 11
June 2014. A spokesperson will be available to answer media enquiries.
ENQUIRIES
26. Enquiries relating to this brief can be directed to

Ms Ada Chan, Principal Assistant Secretary for Financial Services and
the Treasury (Financial Services) at 2810 2056.

Financial Services Branch
Financial Services and the Treasury Bureau
11 June 2014

11
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A BILL
To

Amend the Securities and Futures Ordinance, the Companies Ordinance
and other enactments to facilitate the establishment and
implementation of an uncertificated securities market regime in
Hong Kong; and to provide for related matters and make minor

amendments.

Enacted by the Legislative Council.

Part 1

Preliminary

1. Short title and commencement :
(1) This Ordinance may be cited as the Securities and Futures and
Companies Legislation (Uncertificated Securities Market
Amendment) Ordinance 2014.
(2) This Ordinance comes into operation on a day to be appointed

by the Secretary for Financial Services and the Treasury by
notice published in the Gazette.

2. Enactments amended
(1) The Securities and Futures Ordinance (Cap. 571) is amended
as set out in Part 2.

(2) The Companies Ordinance (Cap. 622) is amended as set out in
Part 3.
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(3) The enactments specified in Part 4 are amended as set out in
that Part.
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Part2

Amendments to Securities and Futures Ordinance

3. Section 38 amended (duties of recognized clearing house)
(1) Section 38, Chinese text—
Repeal subsection (1)
Substitute

“(1) REHEER —
() AEEESHEMUEITHEERN - #RZEH
REFEERZWIEZ R EGWNR S - B
BHREF  AFHRENEERZREZTETET

85 ke
(b) FEEEREHXERZEGHBNER - 72
FEHEH -
(2) After section 38(1)—

Add

“(1A) If arecognized clearing house is also the system operator
of an wuncertificated securities market system, the
clearing house must also ensure, so far as reasonably
practicable, that—

(a) the system is properly operated and maintained;
and

(b) the activities, instructions and other things that are
required or permitted to be carried out, executed or
processed by or through the system are carried out,
executed or processed by or through the system in
an orderly, fair and expeditious manner.”.
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“4)

&)

(©6)

Section 38(2), after “subsection (1)"—

Add

“or (1A)”.

Section 38(3), Chinese text—

Repeal

“EfF”

Substitute

Section 38(4), after “clearing participants”—
Add

“and (if it is also a system operator) its system participants™.
After section 38(5)—

Add

“(6) In subsection (1A)—

instruction ($5§755) means any instruction, election, acceptance
or other message of any kind.”.

Section 40 amended (rules by recognized clearing houses)

(1)

@

Section 40(1)(a), Chinese text—
Repeal

“3E{E” (wherever appearing)
Substitute

B

After section 40(1)}(a)—

Add
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“(ab) for the proper regulation and efficient operation of the
uncertificated securities market system that it operates;”.

(3) Section 40(1)(b)—
Repeal the semicolon
Substitute
“and (if it is also a system operator) its system participants;

39

or-.

5. Section 42 amended (production of records, etc. by recognized
clearing house)

Section 42—
Repeal subsection (1)
Substitute

“(1) The Commission may, by notice in writing served on a
recognized clearing house, require the clearing house to
provide to the Commission, within the period specified
in the notice, any specified materials that the
Commission reasonably requires for performing its
functions.

(1A) The specified materials are—

(a) books and records kept by the recognized clearing
house in connection with or for its business;

(b) books and records kept by the clearing house in
respect of any clearing and settlement
arrangements for—

(i) any transactions in securities or futures
contracts; or

(ii) any transactions in OTC derivative products;

(c) other information that relates to—
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(i) the business of the clearing house; or

(ii) any clearing and settlement arrangements
described in paragraph (b); and

(d) if the clearing house is also the system operator of
an uncertificated securities market system—

(i) books and records kept by the clearing house
in respect of the operation and maintenance of
the system, or in respect of any transactions
or other things effected or processed by or
through the system; and

(ii) other information that relates to the operation
and maintenance of the system, or to any
transactions or things described in
subparagraph (i).”.

6. Section 43 amended (withdrawal of recognition of clearing

house and direction to cease to provide facilities)
(1) Section 43(1)(b), Chinese text—

Repeal

“EE”

Substitute
(2) Section 43(2)(a), Chinese text—

Repeal

SEfE

Substitute

B

(3) Section 43(3)(c), Chinese text—
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Repeal
“EiF L ARERE AT VBT
Substitute
“IF ILTERAEE TR EE”.

(4) Section 43(7), Chinese text—
Repeal

“ﬁ {,IE”
Substitute

“%;j}*”

7. Section 63 amended (duties of recognized exchange controller)
(1) After section 63(1)—
Add

“(1A) If a recognized clearing house is also the system operator
of an uncertificated securities market system, a
recognized exchange controller which is a controller of
the clearing house must also ensure, so far as reasonably
practicable, that—

(a) the system is properly operated and maintained;
and

(b) the activities, instructions and other things that are
required or permitted to be carried out, executed or
processed by or through the system are carried out,
executed or processed by or through the system in
an orderly, fair and expeditious manner.”.

(2) Section 63(2), after “(c)"—
Add
“or (1A)”.

Securities and Futures and Companies Legislation (Uncertificated Securities Market
Amendment) Bill 2014

Part 2

Clause 8 8

(3) After section 63(2)—
Add
“(3) Insubsection (1A)—

instruction (¥373) means any instruction, election, acceptance
or other message of any kind.”.

8. Section 71 amended (production of records, etc. by recognized
exchange controller)

Section 71—
Repeal subsection (1)
Substitute
“(1) The Commission may, by notice in writing served on a

recognized exchange controller, require the exchange
controller to provide to the Commission, within the
period specified in the notice, any specified materials
that the Commission reasonably requires for performing
its functions.

(1A) The specified materials are—

(a) books and records kept by the recognized exchange
controller in connection with or for its business;

(b) books and records kept by the exchange controller
in respect of—

(i) any trading in securities or futures contracts
traded on the stock market or futures market
operated by a recognized exchange company
of which it is a controller;

(i) any trading in securities or futures contracts
traded through the facilities of that company;
or
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(iii)

any trading in OTC derivative products traded
through the facilities of that company;

(c) books and records kept by the exchange controller

in

respect of any clearing and settlement

arrangements for—

®

(i)

any transactions in securities or futures
contracts cleared or settled through the
facilities of a recognized clearing house of
which it is a controller; or

any transactions in OTC derivative products
cleared or settled through the facilities of that
clearing house;

(d) other information that relates to—

(e)

(i)
(i)
(iif)

if

the business of the exchange controller;

any trading described in paragraph (b); or

any clearing and settlement arrangements
described in paragraph (c); and

a recognized clearing house of which the

exchange controller is a controller is also the
system operator of an uncertificated securities
market system—

)

(ii)

books and records kept by the exchange
controller in respect of the operation and
maintenance of the system, or in respect of
any transactions or other things effected or
processed by or through the system; and

other information that relates to the operation
and maintenance of the system, or to any
transactions or things described in
subparagraph (i).”.
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9. Section 76 amended (fees to be approved by Commission)
(1) After section 76(1)—
Add

“(1A) A fee imposed by a recognized clearing house in its
capacity as a system operator does not have effect unless
the fee—

(a) is specified in the rules of the clearing house; and
(b) is approved in writing by the Commission.”.
(2) Section 76(2), after “subsection (1)"—
Add
“or (1A)".

10. Section 91 amended (supply of information)

(1) Section 91(1)(b), after “clearing participants”™—
Add
“and (if it is also a system operator) the affairs of any of its
system participants”.

(2) Section 91(1)(ii)—
Repeal
everything after “clearing house”
Substitute

“(whether or not as a system operator), recognized exchange
controller or recognized investor compensation company to
which the information is supplied, under this Ordinance or
their respective rules.”.

(3) Section 91(2)(b), after “clearing participants”—
Add
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“and (if it is also a system operator) the affairs of any of its
system participants”.

11. Section 92 amended (additional powers of Commission—
restriction notices)

(1) Section 92(13){c)—

Repeal 101AAB.

[13 a4

or”.

(2) Section 92(13)(d)—
Repeal the comma
Substitute
“ or”.

(3) After section 92(13)(d)—
Add

“(e) asystem participant,”.

12. Part IITAA added
After Part III—
Add

“Part IIIAA
Uncertificated Securities Market
Division 1—Preliminary

101AA. Interpretation of Part IIIAA
In this Part—

101AAC.

cessation notice ({5 - 2 ##58 #1) means a notice served under
section 101AAK(S);

prescribed securities (5] 977% 25)—see section 101AAB;

withdrawal notice (FJ[EIHLUEFEH]) means a notice served
under section 101AAI(5).

What are prescribed securities
(1) Prescribed securities are securities—

(a) that fall within a class or description of securities
specified in Schedule 3A; and

(b) that are listed or to be listed on a recognized stock
market.

(2) The Commission may, after consultation with the
Financial Secretary, by notice published in the Gazette,
amend Schedule 3A.

What is an uncertificated securities market system

An uncertificated securities market system is a computer-
based system, together with procedures and other facilities,
that—
(a) enables title to prescribed securities to be
evidenced and transferred without an instrument;
and

(b) facilitates supplementary and incidental matters.
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101AAD.

101AAE.

Division 2—General Principles

Evidence and transfer of title to prescribed securities
without instrument

(1) Subject to subsection (2), title to prescribed securities
may be evidenced and transferred without an instrument.

(2) Title to prescribed securities may only be so evidenced
and transferred—

(a) by or through an uncertificated securities market
system operated and maintained by its system
operator; and

(b) under the Uncertificated Securities Market Rules.

Note—
See also sections 101 AAE and 101AAF.

Conflict or inconsistency between section 101AAD and
certain provisions and terms of corporations

(1) For any prescribed securities that are shares in a
corporation, if there is a conflict or inconsistency
between the specified enactments and the provisions and
terms, the specified enactments prevail to the extent of
the conflict or inconsistency.

(2) For any other prescribed securities, if there is a conflict
or inconsistency between the specified enactments and
the terms of issue of the securities, the specified
enactments prevail to the extent of the conflict or
inconsistency.

(3) Inthis section—

provisions and terms ({6:3C 52 %3X), in relation to shares in a
corporation, means the following provisions and terms—
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101AAF.

(a) the provisions of the constitution of the
corporation; and

(b) the terms of issue of the shares;
specified enactments ($§8HRZ30%H]) means the following
enactments—
(a) section 101AAD; and
(b) the Uncertificated Securities Market Rules;

terms of issue (Z£{T{&%K), in relation to any prescribed
securities, includes the terms of issue of the securities
imposed by the issuer in relation to—

(a) the holding of the securities; or
(b) the transfer of title to the securities.

Note—
See also section 101 AAF.

Conflict or inconsistency between section 101AAD or
101AAE and laws of places outside Hong Kong

(1) This section applies to—

(a) any prescribed securities that are shares in or
debentures of a body corporate incorporated in a
place outside Hong Kong; and

(b) any prescribed securities, other than those
mentioned in paragraph (a), that are constituted
under the law of a place outside Hong Kong.

(2) The specified enactments apply to any prescribed
securities mentioned in subsection (1)(a) to the extent to
which the application is neither prohibited under nor in
conflict or inconsistent with—

(a) the law of the place of incorporation; or
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(b) the law under which the securities are constituted
(if the securities are constituted under the law of a
place other than Hong Kong and the place of
incorporation).

(3) The specified enactments apply to any prescribed
securities mentioned in subsection (1)(b), other than
those mentioned in subsection (1)(a), to the extent to
which the application is neither prohibited under nor in
conflict or inconsistent with the law under which the
securities are constituted.

(4) Inthis section—

place of incorporation (FXI[3), in relation to prescribed
securities that are shares in or debentures of a body
corporate, means the place in which the body corporate
is incorporated;

specified enactments ($§9K3%H() means the following
enactments—

(@) section 101AAD;
(b) section 101AAE; and
(c) the Uncertificated Securities Market Rules.

Division 3—Uncertificated Securities Market Regime

101AAG.

Subdivision 1—Powers of Commaission

Commission to approve recognized clearing house to
operate and maintain uncertificated securities market
system

(1) The Commission may, after consultation with the
Financial Secretary, approve a recognized clearing house
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2

3)

“

&)

(6)

to operate and maintain an uncertificated securities
market system.

The Commission must not grant the approval unless the
Commission is satisfied that—

(a) it is appropriate to do so in the interests of the
investing public or in the public interest; or

(b) it is appropriate to do so for the proper regulation
of markets in securities.

The approval—

(a) is to be granted by notice in writing served on the
clearing house; and

(b) may be granted subject to conditions imposed by
the Commission and specified in the notice.

The approval takes effect on the date specified in the
notice.

If—

(a) a recognized clearing house seeks an approval
under subsection (1); and

(b) the Commission intends not to grant the approval,

the Commission must give the clearing house a
reasonable opportunity of being heard before making a
decision not to grant the approval.

If—

(a) a recognized clearing house seeks an approval
under subsection (1); and

(b) the Commission decides not to grant the approval,
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the Commission must, by notice in writing served on the
clearing house, inform the clearing house of the decision
and the reasons for the decision.

101AAH. Power of Commission to impose conditions, or to amend
or revoke conditions

(M

@)

3)

“@

The Commission may, after consultation with the
Financial Secretary, do one or more of the following
with regard to an approval that has been granted under
section 101AAG(1)—

(a) impose a condition;
(b) amend or revoke a condition.

The Commission must not impose, amend or revoke a
condition under subsection (1) unless the Commission is
satisfied that—

(a) it is appropriate to do so in the interests of the
investing public or in the public interest; or

(b) it is appropriate to do so for the proper regulation
of markets in securities.

If the Commission decides to impose, amend or revoke a
condition under subsection (1), the Commission must,

by notice in writing served on the recognized clearing -

house, inform the clearing house of the decision.

If the Commission imposes, amends or revokes a
condition under subsection (1), the imposition,
amendment or revocation takes effect—

(a) at the time the notice is served on the recognized
clearing house; or

(b) at the time specified in the notice,

whichever is the later.
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101AAL.  Power of Commission to withdraw approval granted

under section 101AAG

(1

@

3)

The Commission may, after consultation with the
Financial Secretary, withdraw an approval granted under
section 101AAG(1) to a recognized clearing house.

In addition, the Commission may, after consultation with
the Financial Secretary, permit the clearing house to
continue to carry on any activities affected by the
withdrawal.

The Commission must not withdraw an approval granted
under section 101AAG(1) to a recognized clearing house
unless—

(a) the clearing house fails to comply with a
requirement of this Ordinance;
(b) the clearing house fails to comply with a condition
imposed under section 37(1) or (2);
(c) the clearing house fails to comply with—
(i) a condition imposed under section
101AAG(3)(b) or 101AAH(1)(a); or
(ii) a condition amended wunder section
101AAH(1)(b);
(d) the clearing house is being wound up;
(e) the clearing house has requested the Commission
to withdraw the approval;

(f) the clearing house has requested the Commission
to serve on the clearing house a notice under
section 43(1);

(2) the clearing house has requested the Commission
to give a direction under section 101AAK(1);
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@

&)

(6

Q)

(h) the clearing house—

(i) ceases to operate or maintain the
uncertificated securities market system that
the clearing house is approved under section
101AAG(1) to operate and maintain;

(ii) ceases to provide or operate any other
facilities that are provided or operated by the
clearing house in connection with the
operation of the system; or

(iii) ceases to provide any services that are
provided by the clearing house in connection
with the operation of the system; or

(i) the clearing house ceases to operate as a clearing
house.

The Commission must not grant a permission under
subsection (2) except—

(a) for giving effect to the withdrawal; or
(b) for protecting the interests of the investing public
or the public interest.

If the Commission decides to withdraw an approval
under subsection (1), the Commission must, by notice in
writing served on the clearing house, inform the clearing
house of—

(a) the decision; and

(b) the reasons for the decision.

Subject to subsection (7), the withdrawal takes effect on
the date specified in the withdrawal notice for the
purpose.

The withdrawal must not take effect—
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101AAJ.

®

®

(a) if an appeal against the Commission’s decision to
withdraw the approval is made under section
101AAN, until the appeal is withdrawn, abandoned
or determined; and

(b) in any other case, until the period within which the
appeal may be made under section 101AAN
expires.

If the Commission decides to grant a permission under
subsection (2), the Commission must, by the withdrawal
notice served on the clearing house, inform the clearing
house of—

(a) the decision; and
(b) the reasons for the decision.

The permission takes effect on the date specified in the
withdrawal notice for the purpose.

Notification of Commission’s intention to withdraw
approval under section 101AAI

(1)

)

If the Commission intends to withdraw an approval
under section 101AAI(1), the Commission must, by
notice in writing served on the clearing house to whom
the approval is granted, inform the clearing house of—

(a) the Commission’s intention; and

(b) the reasons the Commission will rely on for
withdrawing the approval.

Subsection (1) does not apply if—

(a) the clearing house has requested the Commission
to withdraw the approval; or
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101AAK.

G3)

“)

&)

6

(b) the clearing house has requested the Commission
to serve on the clearing house a notice under

section 43(1).

If subsection (1) applies, and the Commission also
intends to grant a permission under section 101AAI(2),
the Commission must, by the intention notice served on
the clearing house, further inform the clearing house
of—

(a) the Commission’s intention to grant the
permission; and

(b) the reasons the Commission will rely on for
granting the permission.

The intention notice must be served on the clearing

house not less than 14 days before the Commission
serves the withdrawal notice.

The Commission must give the clearing house on whom
the intention notice is served a reasonable opportunity of
being heard before exercising any of the powers under
section 101AAI(1) and (2).

In this section—

intention notice (E[A]5B%]) means a notice served under

subsection (1).

Power of Commission to direct recognized clearing house
to cease operating uncertificated securities market system

etc.

)

The Commission may, after consultation with the
Financial Secretary, direct a recognized clearing house
to do one or more of the following—
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@

3

(a) cease to operate or maintain an uncertificated
securities market system that the clearing house is
approved under section 101AAG(1) to operate and
maintain;

(b) cease to provide or operate any other facilities that
are provided or operated by the clearing house in
connection with the operation of the system;

(c) cease to provide any services that are provided by
the clearing house in connection with the operation
of the system.

In addition, the Commission may, after consultation with
the Financial Secretary, permit the clearing house to
continue to carry on any activities affected by the
direction. -

The Commission must not give a direction under
subsection (1) to a recognized clearing house unless—

(a) the clearing house fails to comply with a
requirement of this Ordinance;

(b) the clearing house fails to comply with a condition
imposed under section 37(1) or (2);

(c) the clearing house fails to comply with—

(i) a condition imposed under section
101AAG(3)(b) or 101AAH(1)(a); or

(ii) a condition amended under section
101AAH(1)(b);

(d) the clearing house is being wound up;

(e) the clearing house has requested the Commission
to give the direction;
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)
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(f) the clearing house has requested the Commission
to serve on the clearing house a notice under
section 43(1);

(2) the clearing house has requested the Commission
to withdraw the approval granted under section
101AAG(1) to the clearing house;

(h) the clearing house—

(i) ceases to operate or maintain the
uncertificated securities market system that
the clearing house is approved under section
101AAG(1) to operate and maintain;

(i) ceases to provide or operate any other
facilities that are provided or operated by the
clearing house in connection with the
operation of the system; or

(iii) ceases to provide any services that are
provided by the clearing house in connection
with the operation of the system; or

(i) the clearing house ceases to operate as a clearing
house.

The Commission must not grant a permission under
subsection (2) except—

(a) for giving effect to the direction; or

(b) for protecting the interests of the investing public
or the public interest.

If the Commission decides to give a direction under
subsection (1), the Commission must, by notice in
writing served on the clearing house, inform the clearing
house of—

(a) the decision; and
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101AAL.

(6)

(7

®

(b) the reasons for the decision.

The direction specified in the cessation notice takes
effect on the date specified in the notice for the purpose.

If the Commission decides to grant a permission under
subsection (2), the Commission must, by the cessation
notice served on the clearing house, inform the clearing
house of—

(a) the decision; and

(b) the reasons for the decision.

The permission takes effect on the date specified in the
cessation notice for the purpose.

Notification of Commission’s intention to give direction
under section 101AAK

(D

@

€)

If the Commission intends to give a direction under
section 101AAK(1), the Commission must, by notice in
writing served on the clearing house, inform the clearing
house of—

(a) the Commission’s intention; and

(b) the reasons the Commission will rely on for giving
the direction.

Subsection (1) does not apply if—

(a) the clearing house has requested the Commission
to give the direction; or

(b) the clearing house has requested the Commission
to serve on the clearing house a notice under
section 43(1).

If subsection (1) applies, and the Commission also
intends to grant a permission under section 101AAK(2),
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the Commission must, by the intention notice served on
the clearing house, further inform the clearing house

of—
(a) the Commission’s intention to grant the
permission; and
(b) the reasons the Commission will rely on for
granting the permission.
(4) The intention notice must be served on the clearing

house not less than 14 days before the Commission
serves the cessation notice.

(5) The Commission must give the clearing house on whom
the intention notice is served a reasonable opportunity of
being heard before exercising any of the powers under
section 101AAK(1) and (2).

(6) In this section—

intention notice (ZEJG]5EH]) means a notice served under
subsection (1).

101AAM. Certain facts or particulars to be published in Gazette

(1) If the Commission approves under section 101AAG(1) a
recognized clearing house to operate and maintain an
uncertificated securities market system, the Commission
must publish notice of that fact in the Gazette.

(2) If the Commission withdraws under section 101AAI(1)

an approval granted to a recognized clearing house, the
Commission must publish notice of that fact in the
Gazette.

(3) If the Commission gives a direction under section
101AAK(l) to a recognized clearing house, the
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Commission must publish notice of the particulars of the
direction in the Gazette.

101AAN. Appeals

(1) A person served with a withdrawal notice may appeal to
the Chief Executive in Council against the
Commission’s decision to withdraw the approval granted
under section 101AAG(1) to the person.

(2) A person served with a cessation notice may appeal to
the Chief Executive in Council against the
Commission’s decision to give a direction under section
101AAK(1) to the person.

(3) The appeal must be made—

(a) within 14 days after the date of service of the
notice; or

(b) if a longer appeal period is specified in the notice,
within the period.

(4) The decision of the Chief Executive in Council on the
appeal is final.

Subdivision 2—Uncertificated Securities Market Rules

101AAO. Uncertificated Securities Market Rules

(1) For the purposes of this Part, the Commission may make
rules—

(a) providing for activities and matters involving or
relating to prescribed securities or issuers of
prescribed securities (issuers), including—

(i) the allotment, issue and holding of prescribed
securities;
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(ii) the transfer of prescribed securities, including
the circumstances under which the transfer
may be effected without an instrument;

(iii) the conversion of prescribed securities in
certificated form into uncertificated form; and

(iv) the conversion of prescribed securities in
uncertificated form into certificated form; and

(b) providing for matters relating to title to prescribed
securities, including the evidencing, recording and
passing of such title.

Without limiting subsection (1), rules made under that
subsection (rules) may provide for the following—

(a) the regulation of—

(i) the procedures and operations of an
uncertificated securities market system; or

(ii) any matters relating to the carrying out,
execution or processing of activities,
instructions or other things by or through an
uncertificated securities market system;

(b) the registration of prescribed securities, and the
registration of issuers’ shares that are not
prescribed securities, including—

(i) the registration of the allotment, transfer and
transmission of such securities or shares;

(ii) the registration of holders of such securities
or shares; and

(iii) the keeping of registers or other records or
documents for such securities or shares;
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(d)
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®

(®

()

®

®

the rights, duties and liabilities, including the
exemption from liabilities, of persons responsible
for keeping the registers or other records or
documents mentioned in paragraph (b)(iii);

the making and provision of statements, by persons
described in paragraph (c), and the issue of
certificates or other documents by those persons;

the rectification of the registers or other records or
documents mentioned in paragraphs (b)(iii) and
(d);

the inspection, or withholding from inspection, of
any or all parts of those registers, records or
documents;

the making of copies of any or all parts of those
registers, records or documents;

the authorization of persons—

(1) to engage or participate in activities involving
or relating to prescribed securities; or

(ii) to engage or participate in activities involving
or relating to any of the matters mentioned in
paragraphs (a), (b), (d), (e), (f) and (g),

other than to operate and maintain an uncertificated

securities market system;

the regulation of the persons mentioned in
paragraph (h);

the consequences of the insolvency or incapacity of
a system operator, or any other person authorized
under the rules to engage or participate in activities
described in paragraph (h);
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“
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(k) the rights, duties and liabilities, including
exemption from liabilities, of persons mentioned in
paragraph (j);

() the charging or collecting of fees, by a person
(other than the Commission) specified in the
rules—

(i) in respect of any things done, or services
provided, by the person in performing their
functions under the rules; or

(ii) in respect of any things done, or services
provided, by the person in connection with
any other matters specified in the rules; and

(m) the admissibility in evidence in legal proceedings
of documents specified in the rules and proof of the
matters contained in those documents.

Rules made under subsection (1) may prescribe offences
for contravention of the rules punishable (whether on
conviction on indictment or on summary conviction), by
a fine, imprisonment or both.

For an offence punishable on conviction on indictment,
the maximum fine that may be prescribed is $1,000,000
and the maximum imprisonment that may be prescribed
is 7 years. In addition, in the case of a continuing
offence, a further fine not exceeding $100,000 for each
day during which the offence continues may be
prescribed.

For an offence punishable on summary conviction, the
maximum fine that may be prescribed is $500,000 and
the maximum imprisonment that may be prescribed is 2
years. In addition, in the case of a continuing offence, a
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further fine not exceeding $10,000 for each day during

which the offence continues may be prescribed.
(6) Insubsection (2)(a)(ii)}—

instruction ($§71) means any instruction, election, acceptance
or other message of any kind.”.

13. Section 209 amended (general provisions relating to sections
204, 205, 206 and 208)

Section 209(8)(a)—
Repeal
“or a clearing participant”
Substitute
“, a clearing participant or a system participant™.

14. Section 212 amended (winding-up orders and bankruptcy
orders)

Section 212(3)(a)—
Repeal
“or a clearing participant”
Substitute
“, a clearing participant or a system participant™.

15. Section 213 amended (injunctions and other orders)
Section 213(3)(a)—
Repeal
“or a clearing participant”
Substitute

“, a clearing participant or a system participant”.
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16. Section 336 amended (register of interests in shares and short

positions)
(1) After section 336(14)—
Add

“(14A) For the purposes of subsection (10)(a)(i) and (ii), if any
shares in the corporation are participating shares, a
reference to the corporation’s register of members in that
subsection is a reference to its members register
(certificated shares).”.

(2) After section 336(15)—
Add
“(16) In subsection (14A)—

members register (certificated shares) (Fi K EER
fi}), in relation to a corporation, means the register
required under the Uncertificated Securities Market
Rules to be kept by the corporation in respect of its
members who hold shares in the corporation that are in
certificated form;

participating shares (2 H1f%{7) means shares that are
permitted by the system operator of an uncertificated
securities market system to be transferred through the
system.”.

17. Schedule 1 amended (interpretation and general provisions)

(1) Schedule 1, Part 1, section 1, definition of rules, after
paragraph (b)(i)—
Add

“(ia) its system participants (if the clearing house is also a
system operator);”.
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(2) Schedule 1, Part 1, section 1, definition of rules, after
paragraph (b)(ii)—
Add
“(iia) the operation and maintenance of the uncertificated

securities market system that it operates (if the clearing
house is also a system operator);”.

(3) Schedule 1, Chinese text, Part 1, section 1, definition of HE
paragraph (b)(vi)—
Repeal
“EE”
Substitute
“ESE”.
(4) Schedule 1, English text, Part 1, section 1, definition of
trading right—
Repeal the full stop
Substitute a semicolon.
(5) Schedule 1, Part 1, section 1—
Add in alphabetical order

“system operator (25 ##78) means a recognized clearing
house approved by the Commission under section
101AAG(1) of this Ordinance to operate and maintain an
uncertificated securities market system;

system participant (Fii2E13E)—see section 1AC of this
Part;

Uncertificated Securities Market Rules ( (EMFEFFTHEH
AI[) ) means the rules made under section 101AAO(1)
of this Ordinance;
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uncertificated securities market system (KRG %R
#t)—see section 101 AAC of this Ordinance.”.
(6) Schedule 1, Part 1, after section 1A—
Add
“1AB. How to determine whether securities are in uncertificated
form or in certificated form
For the purposes of this Ordinance—
(a) any securities are in uncertificated form if the fitle
to them—
(i) is, under the Uncertificated Securities Market
Rules, recorded by or through an
uncertificated  securitiecs market system
operated and maintained by its system
operator; and
(i) is, under the Rules, permitted to be
transferred, without an instrument, through
the system; and
(b) any securities are in certificated form if they are
not in uncertificated form.
1AC. Who is a system participant

(1) A person is a system participant if the person is
permitted by the rules of a system operator made under
section 40(1)(ab) of this Ordinance to send and receive
authenticated instructions by or through an uncertificated
securities market system.

(2) For the purposes of subsection (1), an instruction is
authenticated if it complies with the specifications
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18.

(M

“14,

provided for in the Uncertificated Securities Market
Rules. '

(3) In this section—

instruction (}57<) means any instruction, election, acceptance
or other message of any kind.”.

Schedule 1, Part 1, after section 13—
Add

Commencement of subsidiary legislation

Without limiting section 28(5) of the Interpretation and
General Clauses Ordinance (Cap. 1), if any subsidiary
legislation made under this Ordinance is to come into
operation on a day to be notified in the Gazette—

(a) the notice may fix different days for a provision of
the subsidiary legislation to come into operation for
different purposes; and

(b) different notices may fix different days for the
provision to come into operation for different
purposes.”.

Schedule 2 amended (Securities and Futures Commission)

(1)

@

Schedule 2, Chinese text, Part 2, section 2(34)—
Repeal

“EfE”

Substitute

“EE.

Schedule 2, Part 2, section 2(53), after “76(1)"—
Add

“or (1A)”.
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(3) Schedule 2, Part 2, after section 2(68)—
Add
“(68A) to approve a recognized clearing house to operate and
maintain an uncertificated securities market system,
under section 101 AAG(1) of this Ordinance;

(68B) to impose a condition, under section 101AAG(3)(b) or
101AAH(1)(a) of this Ordinance;

(68C) to give a recognized clearing house a reasonable
opportunity of being heard, under section 101AAG(5) of
this Ordinance;

(68D) to amend or revoke a condition, under section
101AAH(1)(b) of this Ordinance;

(68E) to withdraw an approval granted to a recognized clearing
house, under section 101 AAI(1) of this Ordinance;

(68F) to direct a recognized clearing house to cease to operate
or maintain an uncertificated securities market system, to
cease to provide or operate any other facilities, or to
cease to provide any services, under section 101AAK(1)
of this Ordinance;”.

19. Schedule 3A added
After Schedule 3—

Add
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“Schedule 3A [s. 101AAB]

Classes or Descriptions of Securities

1. Shares.”.
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Amendments to Companies Ordinance
20. Section 2 amended (interpretation)

(1) Section 2(1)—
Add in alphabetical order

“members register (certificated shares) (GHBIEKER
SC i), in relation to a participating company, means the
register required under the Uncertificated Securities
Market Rules to be kept by the company in respect of its
members who hold shares in the company that are in
certificated form;

members register (uncertificated shares) (AR EE
ZCf), in relation to a participating company, means the
register required under the Uncertificated Securities
Market Rules to be kept by a system operator in respect
of the company’s members who hold shares in the
company that are in uncertificated form;

non-participating company (JEZ:E82/\F]) means a company
that is not a participating company;

participating company (ZE1/\F]) means a company any
shares in which are participating shares;

participating shares (2 H1[% 7) means shares that are
permitted by the system operator of an uncertificated
securities market system to be transferred through the
system,;

register of members (5% 2-& 51, in relation to a company,
means the register of the members of the company
mentioned in section 626A;
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system operator (i ##E) has the meaning given by
section 1 of Part 1 of Schedule 1 to the Securities and
Futures Ordinance (Cap. 571);

Uncertificated Securities Market Rules ( {IEFRESETHEH
HII) ) means the rules made under section 101AAO(1)
of the Securities and Futures Ordinance (Cap. 571);

uncertificated securities market system (AR FEZTHIERH)
has the meaning given by section 101AAC of the
Securities and Futures Ordinance (Cap. 571);”.

(2) After section 2(3)—
Add
“(3A) For the purposes of this Ordinance—

(a) any share in a company is in uncertificated form if
the title to it—

(i) is, under the Uncertificated Securities Market
Rules, recorded by or through an
uncertificated  securities market system
operated and maintained by its system
operator; and

(ii) is, under the Rules, permitted to be
transferred, without an instrument, through
the system; and

(b) any share in a company is in certificated form if it
is not in uncertificated form.”.

21. Section 134 amended (nature and transferability of shares)
(1) Section 134(2)—

Repeal
GGAQ’
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Substitute “the register of its members the information referred to in
“Subject to subsection (3), a”. section 627(2) and (3).”
(2) After section 134(2)— Substitute
Add “its register of members the following information in
. ] respect of the allotment—
“(3) Any shares or other interests that are prescribed
securities within the meaning of section 101AAB of the (2) the name and address of each person to whom
Securities and Futures Ordinance (Cap. 571) are shares are allotted (allottee);
transferable in accordance with the company’s articles, (b) the date on which each allottee is entered in the
subject to— register as a member of the company;
(a) Part IIIAA of that Ordinance; and (c) a statement of the shares allotted to each allottee,
(b) the Uncertificated Securities Market Rules.”. distinguishing each share by its number so long as
the share has a number; and
22. Section 137 amended (share certificate to be proof of title in the (d) a statement of the amount paid or agreed to be
absence of contrary evidence) considered as paid on the shares allotted to each
At the end of section 137— allottee.”.
Add (4) Section 143(2), after “If a”—
“Note— Add
See also section 635.”. “non-participating”.
5) Section 143(2), after “the allotment”—
23. Section 143 amended (registration of allotment) (5)  Section 143(2), after “the allotmen
. . Add
(1) Section 143, heading, after “allotment”— )
“by entering in its register of members the information
Add . . . s
mentioned in subsection (1)”.

“—non-participating company”.
(2) Section 143(1), after “A”-—

Add

“pon-participating”.
(3) Section 143(1)—

Repeal

Add

24, Sections 143A and 143B added
After section 143—
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“143A. Registration of allotment—participating company

1)

@

3)

“)

A participating company must, by notice given to the
system operator, request the system operator to register
under the Uncertificated Securities Market Rules an
allotment of shares that are to be in uncertificated form.

The notice under subsection (1)}—

() must contain the particulars specified in the
Uncertificated Securities Market Rules; and

(b) must be given within the period and in the manner
specified in the Rules.

A participating company must register an allotment of
any other shares as soon as practicable and in any event
within 2 months after the date of the allotment, by
entering in its members register (certificated shares) the
following information in respect of the allotment—

(a) the name and address of each person to whom
shares are allotted (allottee);

(b) the date on which each allottee is entered in the
register as a member of the company;

(c) a statement of the shares allotted to each allottee,
distinguishing each share by its number so long as
the share has a number; and

(d) a statement of the amount paid or agreed to be
considered as paid on the shares allotted to each
allottee.

If a participating company fails to comply with

subsection (1), the company, and every responsible

person of the company, commit an offence, and each is
liable to a fine at level 4 and, in the case of a continuing
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offence, to a further fine of $700 for each day during

which the offence continues.

If a participating company fails to register an allotment
mentioned in subsection (3) within 2 months after the
date of the allotment by entering in its members register
(certificated shares) the information mentioned in that
subsection, the company, and every responsible person
of the company, commit an offence, and each is liable to
a fine at level 4 and, in the case of a continuing offence,
to a further fine of $700 for each day during which the
offence continues.

Note—

For the registration of an allotment of shares mentioned in subsection
(1), see the Uncertificated Securities Market Rules.

143B. Power of Court in relation to non-compliance with section
143A(1)

(1)

@

3)

If a company fails to comply with section 143A(1) in
relation to an allotment of shares, a person to whom
shares are allotted under the allotment (allottee) may
serve a notice on the company requesting the company
to comply with subsection (2) (allottee’s notice).

The company must, within 10 days after the allottee’s
notice is served on the company, give notice to the
system operator in accordance with subsection (3)
requesting the system operator to register under the
Uncertificated Securities Market Rules the allotment.

The notice to the system operator—

(a) must contain the particulars required under section
143A(2); and
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(b) must be given in the manner required under that
section.

(4) If the company does not comply with subsection (2), the
person who serves the allottee’s notice may apply to the
Court for an order under subsection (5).

(5) On an application under subsection (4), the Court may—
(a) make an order directing the company and any
officer of the company to give, within the period

and in the manner specified in the order, a notice to
the system operator—

(i) containing the particulars specified in the
order; and ,

(ii) requiring the system operator to register
under the Uncertificated Securities Market
Rules the allotment; or

(b) make any other order, in favour of the applicant
or any other allottee, that the Court considers
appropriate in the particular circumstances.

(6) The order may provide that all costs of and incidental to
the application are to be borne by the company or by an
officer of the company responsible for the non-
compliance.”. '

25. Section 144 amended (issue of share certificate on allotment)
(1) Section 144—
Repeal subsection (2)
Substitute
“(2) This section does not apply if—

Securities and Futures and Companies Legislation (Uncertificated Securities Market
Amendment) Bill 2014

Part 3

Clause 26 44

(a) the conditions of issue of the shares provide
otherwise; or

(b) the allotment is an allotment of shares to which
section 143A(1) applies.”.
(2) Atthe end of section 144—
Add
“Note—

For matters relating to an allotment of shares to which section
143A(1) applies, see also the Uncertificated Securities Market
Rules.”.

26. Section 150 amended (requirement for instrument of transfer)
After section 150(2)—
Add

“(3) Subsection (1) does not apply to a transfer of
participating shares effected under the Uncertificated
Securities Market Rules.

Note—

For matters relating to the registration of a transfer of participating
shares effected under the Uncertificated Securities Market Rules, see
the Rules.”.

27. Section 151 amended (registration of transfer or refusal of

registration)

(1) Section 151(1)—
Repeal
“the transfer”
Substitute

“the instrument of transfer mentioned in section 150(1)”.
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(2) Section 151(2)—
Repeal
“after the transfer”
Substitute
“after the instrument of transfer”.
28. Section 152 amended (order of Court for registration)
(1) Section 152(1), after “a transfer”—
Add

“under section 151”.
(2) Atthe end of section 152—
Add

“Note—

For the power of the Court to make an order for the registration of a
transfer of participating shares effected under the Uncertificated
Securities Market Rules, see the Rules.”.

29, Section 153 amended (transfer by personal representative)
Section 153—
Repeal
“at the time of execution of the instrument of transfer”

Substitute
“immediately before the transfer”.

30. Section 155 amended (issue of share certificate on transfer)
(1) After section 155(2)—
Add
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“(2A) Subsection (1) does not apply to a transfer of
participating shares effected under the Uncertificated
Securities Market Rules.”.
(2) Section 155(3)—
Repeal
“a transfer”
Substitute
“a transfer of any other shares”.
31. Section 158 amended (registration or refusal of registration)

(1) Section 158, heading, after “of registration”—
Add
“—non-participating company”.

(2) Section 158(1), after “to shares™—
Add
“in a non-participating company”.

(3) Section 158(2)(a), after “the person”—
Add
“. in its register of members,”.

(4) Section 158(4)(b), after “the person™—
Add
“, in its register of members,”.

32. Section 158A added
After section 158—
Add
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“158A. Registration or refusal of registration—participating
company

(D

2

€)

QY

This section applies if—

(a) the right to shares in a participating company is
transmitted to a person by operation of law; and

(b) the person notifies the company in writing that the
person (fransmittee) wishes to be registered as a
member of the company in respect of the shares
(notification).

In the case specified in subsection (3), the company
must—

(a) within the period specified in the Uncertificated
Securities Market Rules, by notice given to the
system operator, request the system operator to
register the transmittee, in the company’s members
register (uncertificated shares), as a member of the
company in respect of the shares; or

(b) within 2 months after receiving the notification,
send the transmittee notice of the company’s
refusal to give the notice described in paragraph
(a).

The case is where the transmittee has indicated, in the

notification and under the Uncertificated Securities

Market Rules, that the transmittee wishes to hold the

shares in uncertificated form immediately after the

transmittee is registered, in the company’s register of
members, as a member of the company in respect of the
shares.

In any other case, the company must, within 2 months
after receiving the notification—
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(6)

Q)

(a) register the transmittee, in its members register
(certificated shares), as a member of the company
in respect of the shares; or

(b) send the transmittee notice of refusal of
registration.

If—

(a) in the case specified in subsection (3), the company
refuses to give the notice described in subsection
(2)(a) to the system operator; or

(b) in any other case, the company refuses registration,

the transmittee may request a statement of the reasons
for the refusal (statement of reasons).

If a transmittee makes a request under subsection (5)
because the company refuses to give the notice described
in subsection (2)(a), the company must, within 28 days
after receiving the request—

(a) send the transmittee the statement of reasons; or

(b) by notice given to the system operator, request the
system operator to register the transmittee, in the
company’s members register (uncertificated
shares), as a member of the company in respect of
the shares.

A notice given to the system operator under subsection

(2)(a) or (6)(b)—

(a) must contain the particulars specified in the
Uncertificated Securities Market Rules; and

(b) must be given in the manner specified in the Rules.
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®

©)

If a transmittee makes a request under subsection (5)
because the company refuses registration, the company
must, within 28 days after receiving the request—

(a) send the transmittee the statement of reasons; or

(b) register the transmittee, in its members register
(certificated shares), as a member of the company
in respect of the shares.

If a company contravenes subsection (2), (4), (6) or (8),
the company, and every responsible person of the
company, commit an offence, and each is liable to a fine
at level 4 and, in the case of a continuing offence, to a
further fine of $700 for each day during which the
offence continues.

Note—

For matters relating to the registration of a transmittee, in the
members register (uncertificated shares) of a participating company,
as a member of the company, see the Uncertificated Securities
Market Rules.”.

Section 159 amended (order of Court for registration)
Section 159(1)—
Repeal

M

@

“refuses registration under section 158”

Substitute

“gives a refusal referred to in section 158(3) or 158A(5)”.
Section 159—

Repeal subsection (2)

Substitute
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“(2) On an application under subsection (1), if the Court is
satisfied that the application is well-founded, the Court
may—

(a) for a refusal of registration referred to in section
158(3), order the company to register, in its register
of members, the person as a member of the
company in respect of the shares;

(b) for a refusal to give the notice described in section
158A(2)(a) to the system operator, order the
company to give notice to the system operator
requiring the system operator to register the person,
in the company’s members register (uncertificated
shares), as a member of the company in respect of
the shares; and

(c) for a refusal of registration referred to in section
158A(5)(b), order the company to register the
person, in its members register (certificated shares),
as a member of the company in respect of the
shares.”.

34. Sections 626A and 626B added
After section 626—
Add -
“626A. Each company must have register of members
For each company, there is to be a register of its members.
626B. Register of members of participating company

The register of members of a participating company is to
consist of—

(a) the members register (certificated shares); and
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(b) the members register (uncertificated shares).
Note—
For the requirements for keeping the members register (certificated
shares) and the members register (uncertificated shares) of a
participating company, see the Uncertificated Securities Market
Rules.”.

3s. Section 627 amended (register of members)

(1) Section 627, heading, after “members”—
Add
“of non-participating company”.
(2) Section 627—
Repeal subsection (1)
Substitute

“(1) A non-participating company must keep the register of
its members.

(1A) The register must be kept in the English or Chinese
language.”.
(3) Section 627(2)—
Repeal
“A company must enter in the register of members”
Substitute

“Subject to section 627A, the following particulars must be
entered in the register of members of a non-participating
company”.

(4) Section 627(3)—
Repeal

Securities and Futures and Companies Legislation (Uncertificated Securities Market

Part 3
Clause 35

Amendment) Bill 2014

52

®)

6)

()

®

)

“In the case of a company having a share capital, the company
must enter in the register of members, with the names and
addresses of the members, a statement of”

Substitute

“If a non-participating company has a share capital, the
following statements must be entered in the register of
members, with the names and addresses of the members”.

Section 627(3)(a), English text, before “the shares™—
Add

“a statement of”.

Section 627(3)(b), English text, before “the amount”—
Add

“a statement of”.

Section 627(4)—

Repeal

“A company must enter in the register of members the
particulars required under subsections (2) and (3)”

Substitute

“The particulars required under subsections (2) and (3) must
be entered in the register”.

Section 627(6), after “A”—

Add

“non-participating”.

Section 627(7)—

Repeal

“If a company contravenes subsection (1), (4) or (6)”
Substitute
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“If subsection (1), (1A), (4) or (6) is contravened”.
(10) At the end of section 627—
Add
“Note—

For the requirement for keeping a register of members of a
participating company, see the Uncertificated Securities Market
Rules.”.

36. Section 627A added

After section 627—
Add
“627A. Exceptions to section 627—when a participating company

changes to a non-participating company

(1) This section applies if—

(a) a company ceases to be a participating company
and becomes a mnon-participating company
(change); and

(b) because of the change, section 627 applies to the
company. :

(2) Section 627(2) and (3) does not require any particulars
relating to an event that took place, or a fact that existed,
before the change to be entered in the register of
members of the company, unless those particulars are
required under the Uncertificated Securities Market
Rules as in force immediately before the change to be
kept, or included, in the members register (certificated
shares).

(3) The particulars that are required by the operation of
subsection (2) to be entered in the register of members of
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37.

the company are to be regarded as having been entered
in the register in compliance with section 627(4) if they
are contained in the register immediately after the
change.

Note—

For matters relating to the keeping of the members register
(uncertificated shares) of such a company on or after the change, see
the Uncertificated Securities Market Rules.”.

Section 628 amended (place where register must be kept)

(1)

@

€)

@

)

Section 628, heading, after “kept™—
Add

“—non-participating company”.
Section 628(1), after “A”—

Add

“non-participating”.

Section 628(2), after “A”—

Add

“non-participating”.

Section 628(3), after “A”—

Add

“non-participating”.

At the end of section 628—

Add

“Note—

As to where any record of the members of a participating company is
to be kept, see the Uncertificated Securities Market Rules.”.
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38. Section 629 amended (statement that company has only one

member)

(1) Section 629(1)—
Repeal
“of a company”
Substitute

“of a non-participating company”.
(2) Section 629(1)—

Repeal

“under”

Substitute

“for the purposes of”.
(3) Section 629(2)—

Repeal

“a company”

Substitute

“a non-participating company”.
(4) Section 629(2)—

Repeal

“under”

Substitute

“for the purposes of”.
(5) Atthe end of section 629—

Add
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“Note—

For the case where the number of members of a participating
company falls to one, see the Uncertificated Securities Market
Rules.”,

39. Section 630 amended (index of members)

(1) Section 630, heading, after “members”—
Add
“—non-participating company”.

(2) Section 630(1), after “A”—
Add
“non-participating”.

(3) At the end of section 630—
Add

“Note—

For the requirement for keeping an index of the names of the
members of a participating company, see the Uncertificated
Securities Market Rules.”.

40. Section 631 amended (right to inspect and request copy)
(1) Section 631, heading, after “copy”—
Add
“—non-participating company”.
(2) Section 631(1)—
Repeal
“a company”
Substitute
“a non-participating company”.
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(3) At the end of section 631—
Add
“Note—

For the right to inspect the register of members of a participating
company, and request a copy of any part of it or any other record of
the members of such a company, see the Uncertificated Securities
Market Rules.”.

41. Section 632 amended (power to close register of members)
(1) Section 632, heading, after “members”—
Add
“—non-participating company”.
(2) Section 632(1), after “A”—
Add
“non-participating”.
(3) Section 632(2)(b)—
Repeal
“in the case of any other company”
Substitute
“if the company is not a listed company”.
(4) At the end of section 632—
Add

“Note—

For the powers to close the members register (certificated shares) and
the members register (uncertificated shares) of a participating
company, see the Uncertificated Securities Market Rules.”.

42, Section 633 amended (power of Court to rectify register)
(1) Section 633(2)—
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Repeal paragraph (b)
Substitute

“(b) subject to subsection (2A) and section 167, make the
following orders—

(i) an order to rectify the register; and

(ii) an order on the company to pay damages for any
loss sustained by any party aggrieved.”.

(2) After section 633(2)—
Add

“(2A) Unless either or both of the conditions in subsection
(2B) are satisfied, the Court must not make an order on a
participating company under subsection (2)(b)(ii) to pay
damages for any loss caused by an act or omission of the
system operator responsible for keeping the members
register (uncertificated shares) of the company.

(2B) The conditions are—
(a) the act or omission is done or made by the system
operator on the instructions of the company; and

(b) the act or omission is caused by fraud or
negligence of the company.”.

(3) At the end of section 633—
Add

“Note—

As to whether the Court has the power to order a participating
company or any other person to pay damages for any loss caused by
any other act or omission of a system operator, see the Uncertificated
Securities Market Rules.”.
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43. Section 635 amended (register to be proof in the absence of
contrary evidence)

At the end of section 635—
Add

“Note—

For the evidential value of the matters contained in the register of
members of a participating company, see the Uncertificated
Securities Market Rules.”.
44. Section 637 amended (keeping of branch register)
(1) Section 637, heading, after “register”—
Add
“—non-participating company”.
(2) Section 637(1), after “branch register”—
Add
“of a non-participating company”.
(3) Section 637(2), after “A”—
Add
“non-participating”.
(4) Section 637(3), after “A”—
Add
“non-participating”.
(5) Section 637(4), after “branch register”—
Add
“of a non-participating company”.
(6) Section 637(5)—
Repeal
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“a company”
Substitute
“a non-participating company”.
45. Section 637A added
After section 637—
Add

“637A. Keeping of branch register—participating company

)

@

3)

A branch register of a participating company must be
kept in the same manner in which the register of
members of a non-participating company is by this
Ordinance required to be kept.

A participating company that keeps a branch register
may close it in the same manner in which the register of
members of a non-participating company may be closed
under section 632, except that the advertisement
mentioned in that section must be inserted in a
newspaper circulating generally in the place in which the
branch register is kept.

A participating company that keeps a branch register—

(a) must cause a duplicate of it to be kept at the place
at which the company’s members register
(certificated shares) is kept; and

(b) must, within 15 days after an entry is made in the

branch register—
(i) transmit a copy of the entry to its registered
office; and

(ii) update the duplicate of the branch register.
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(4) A duplicate of a branch register of a participating
company is to be regarded for all the purposes of this
Ordinance as part of the register of members of the
company.

(5) Subject to the provisions of this Ordinance, a
participating company may by its articles make any
provision that it thinks fit respecting the keeping of
branch registers.

(6) If a company contravenes subsection (3), the company,
and every responsible person of the company, commit an
offence, and each is liable to a fine at level 4 and, in the
case of a continuing offence, to a further fine of $700 for
each day during which the offence continues.”.

46. Section 654 amended (meaning of company records)
Section 654, definition of company records, after “Ordinance”™—

Add

“or the Uncertificated Securities Market Rules”.

47. Section 655 amended (form of company records)
(1) Section 655(4), after “by this Ordinance”—
Add
“or the Uncertificated Securities Market Rules”.
(2) Section 655(4), after “under this Ordinance”™—

Add

“or the Rules”.

48. Section 696 amended (obligations of offeror with right to buy

out minority shareholders)
After section 696(4)—
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Add

“(5) Subsection (3)(a)(ii) does not require the offeror to send
to the company an instrument of transfer of any shares,
if—

(a) the transfer is effected under the Uncertificated
Securities Market Rules; and

(b) no instrument of transfer is required under those
Rules for the registration of the transfer.”.

49. Section 908 repealed (paperless holding and transfer of shares
and debentures)

Section 908—
Repeal the section.

50. Schedule 8 repealed (amendments relating to paperless holding
and transfer of shares and debentures)

Schedule 8—
Repeal the Schedule.
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Part 4
Related Amendments

Division 1-—Amendments to Companies (Winding-up) Rules
(Cap. 32 sub. leg. H)

51. Appendix amended (forms)

(1) Appendix, Form 73—
Repeal
“19” (wherever appearing)
Substitute
“20”.

(2) Appendix, Form 73—
Repeal

“Upon applying for payment this notice must be
produced entire, together with the share certificate. If you do
not attend personally you must forward the share certificate
and fill up and sign the subjoined forms of RECEIPT and
AUTHORITY TO DELIVER, when a cheque or money order
payable to your order will be delivered in accordance with the
AUTHORITY.”

Substitute

“When applying for payment, this notice in its complete
form must be produced together with the following evidence
(required evidence)—

(a) if the share is in uncertificated form within
the meaning of section 2(3A)(a) of the
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Companies Ordinance (Cap. 622), the
evidence of your title to the share as provided
for under the Uncertificated Securities Market
Rules*; and

(b) if the share is not in uncertificated form, the
share certificate.

*  Uncertificated Securities Market Rules are the rules made under
section 101AAO(1) of the Securities and Futures Ordinance (Cap.
571).

If you do not attend in person, you must fill in and sign
the form of RECEIPT and the form of AUTHORITY FOR
DELIVERY (AUTHORITY) subjoined to this notice and
forward them and the required evidence to my office. A
cheque or money order will then be delivered in accordance
with the AUTHORITY.”.

Division 2—Amendments to Stamp Duty Ordinance (Cap.
117)

52. Section 2 amended (interpretation)
Section 2(1), definition of stamp, after paragraph (d)—
Add

“(e) an imprint on a contract note made in accordance with
section SAA(3);”.

53. Section 4 amended (charging of, liability for, and recovery of
stamp duty)

After section 4(3A)—
Add
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“(3B)

If the amount of the stamp duty imprinted on a contract
note stamped under section 5AA(2) has not been paid to
the Collector in the manner provided by the arrangement
approved under section 5AAB(1), the contract note is
deemed for the purposes of subsection (3) to be an
instrument that is chargeable with the stamp duty and
that is not duly stamped in respect of the duty.”.

54. Sections SAA and SAAB added

After section 5—

“SAA.

Add

Additional provision on methods of stamping—sale or
purchase of Hong Kong stock

(D

@

3

This section applies to a contract note if it is a contract
note—

(a) to which an arrangement approved under section
5AAB(1) relates; and

(b) in respect of which the conditions in section
5AAB(2)(b) are satisfied.

Without affecting section 5(1) and (2), a contract note

may be stamped in accordance with subsection (3) by a

person authorized by the Collector for the purposes of

this subsection.

The contract note may be stamped by imprinting on it, in

the manner specified by the Collector—

(a) the amount of the stamp duty chargeable on the
contract note; and
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(b) a note to the effect that the amount of the
chargeable stamp duty has been or will be paid in

the manner provided by the arrangement.

(4) Subject to section 4(3B), a contract note stamped under
subsection (2) is to be treated as duly stamped with the
amount of the stamp duty imprinted on the note and
within the time for stamping the note.

(5) A person commits an offence if the person, with intent to
defraud the Government—

(a) imprints on a contract note, the matters described
in subsection (3)(a) and (b) without an
authorization under subsection (2); or

(b) imprints on a contract note any matter, as a matter
described in subsection (3)(a) or (b), which is false
in a material particular.

5AAB. Approval of arrangement for purposes of section SAA

(1) For the purposes of section 5AA, the Collector may
approve an arrangement for collecting any stamp duty
chargeable on a contract note specified in subsection (2)
(specified contract note).

(2) The contract note is a contract note—
(a) to which the arrangement relates; and

(b) in respect of which the following conditions are
satisfied—
(i) the contract note is not a contract note to
which an agreement under section 5A relates;
(ii) stamp duty is chargeable under head 2(1) in
the First Schedule (head 2(1)) on the contract
note;
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(iii) the transfer under the sale or purchase to
which the contract note relates is a transfer
effected under the Uncertificated Securities
Market Rules; and

(iv) under the Rules, an instrument of transfer is
not required for the registration of the
transfer.

(3) The Collector must not approve an arrangement under
subsection (1) unless the arrangement provides for—

(@)

(b)

(©)

the duties of a person authorized by the Collector
for the purposes of section SAA(2) (authorized
person), including the following duties of an
authorized person if the person effects a sale or
purchase the contract note of which is a contract
note to which the arrangement relates—

(i) to make a declaration as to whether any stamp
duty is chargeable under head 2(1) on the
contract note;

(ii) if any stamp duty is chargeable under head
2(1) on the contract note, to make a further
declaration as to whether the stamp duty has
been paid to the Collector;

the payment by an authorized person to the
Collector of the stamp duty chargeable on a
specified contract note that will be stamped under
section SAA(2); and

the imprinting by an authorized person, on the
specified contract note, of the matters described in
section 5AA(3)(a) and (b).

(4) An approval may be granted under subsection (1) subject

to any conditions specified by the Collector.
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(5) For the purposes of collecting any stamp duty chargeable
on a specified contract note to which an arrangement
approved under subsection (1) relates, the Collector is
entitled to have access to a declaration made under the
arrangement.

(6) If an authorized person—

(@

(b)

effects a sale or purchase the contract note of
which is a specified contract note to which an
arrangement approved under subsection (1) relates;
and

makes, in respect of the sale or purchase, a
declaration mentioned in subsection (3)(a)(i) or (ii)
that is false in a material particular,

the person incurs a penalty at level 2 which is
recoverable by the Collector as a civil debt due to the

Government.
(7) In this section—
purchase (FEE)—
(a) means a purchase within the meaning of section 19,

and includes a purchase in a transaction deemed
under that section (other than subsection (12)) to be
a sale and purchase for the purposes of this
Ordinance; but

(b) does not include a purchase the contract note of
which is a contract note to which an agreement
under section 5A relates;

sale (58)—
(a) means a sale within the meaning of section 19, and

includes a sale in a transaction deemed under that
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section (other than subsection (12)) to be a sale and
purchase for the purposes of this Ordinance; but

(b) does not include a sale the contract note of which is
a contract note to which an agreement under
section 5A relates;

Uncertificated Securities Market Rules ( (SEARZEZFTTHH
AIl) ) means the rules made under section 101AAO(1)
of the Securities and Futures Ordinance (Cap. 571).

(8) In this section—

(a) areference to a person who effects a sale includes a
person deemed under section 19 to be a person
effecting the sale; and

(b) a reference to a person who effects a purchase
includes a person deemed under section 19 to be a
person effecting the purchase.”.

55. Section 19 amended (contract notes, etc. in respect of sale and
purchase of Hong Kong stock)
After section 19(1F)—
Add
“(1G) For the purposes of subsection (1), if—
(a) the person who effects the sale or purchase of
Hong Kong stock makes, in respect of the sale or
purchase, a contract note to which section SAA
applies; and
(b) the contract note is stamped by the person under
section SAA(2),

the person is to be regarded as having also executed the
contract note.”.
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"~ 56. Section S58A amended (representations may be made to

Collector before certain penalties are imposed)
Section 58A(1), before “5A(4)"—

Add

“SAAB(6),”.

57. Section 58B amended (remission of certain penalties)
Section 58B, before “5SA(4)"—
Add
“SAAB(6),”.

58. First Schedule amended
First Schedule—
Repeal
“[ss. 2,4,5,”
Substitute
“[ss. 2,4, 5, 5AAB,”.

Division 3—Amendments to Mental Health Ordinance
(Cap. 136)

59. Section 17 amended (committee to execute instruments)
(1) Section 17, heading, after “instruments”—
Add

“ete.”.
(2) Section 17—
Repeal subsection (1)

Substitute
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“(1) This section applies if the Court makes any of the
following orders—

(a) an order for a conveyance or instrument of transfer
to be executed in respect of a disposition of the
estate of a mentally incapacitated person;

(b) an order for any other thing to be done to give
effect to a disposition of any securities in the estate
that are, under the Uncertificated Securities Market
Rules, permitted to be transferred without an
instrument.

(1A) The committee of the estate of the mentally
incapacitated person must, in the name and on behalf of
the person, act in accordance with an order mentioned in
subsection (1).”.

(3) After section 17(2)—
Add
“(3) Insubsection (1)—

disposition (J2&), in relation to the estate of a mentally
incapacitated person, means a sale, mortgage or other
disposition of the estate;

Uncertificated Securities Market Rules ( (IEAKFESTHIEH
HI[) ) means the rules made under section 101AAO(1)
of the Securities and Futures Ordinance (Cap. 571).”.

Division 4—Amendments to Crimes Ordinance (Cap. 200)

60. Section 84 amended (making false entry in contract for sale of
shares)

(1) Section 84—
Renumber the section as section 84(1).
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(2) Section 84(1)—
Repeal

“shares or stock transferable by any deed or written
instrument”

Substitute
“any transferable share or stock”.
(3) After section 84(1)—
Add
“(2) In this section—
transferable share or stock (R]HEHEE {7y 8% %H) means—

(a) any share or stock transferable by deed or other
instrument; or

(b) any share or stock transferable, without an
instrument, under the Uncertificated Securities
Market Rules;

Uncertificated Securities Market Rules ( { fEMREEZFTHIER
Al]) ) means the rules made under section 101AAO(1)
of the Securities and Futures Ordinance (Cap. 571).”.

Division 5—~Amendment to Companies Ordinance (Cap.
622)

61. Section 632 amended (power to close register of members)
Section 632—
Repeal subsection (2)
Substitute
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“(2) A notice for the purposes of subsection (1) must be
given by advertisement in a newspaper circulating

generally in Hong Kong.”.
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Explanatory Memorandum

The main purpose of this Bill is to amend the Securities and Futures
Ordinance (Cap. 571) (SFO), the Companies Ordinance (Cap. 622)
(CO) and other enactments, including the Stamp Duty Ordinance
(Cap. 117) (SDO), to facilitate the establishment and
implementation of an uncertificated securities market regime (new
regime) in Hong Kong.

The main framework of the new regime is to be provided for in a
new Part (Part IIIAA) to be added to the SFO (see Part 2 of the
Bill) and in the CO to be amended by Part 3 of the Bill. After the
enactment of the new Part IITAA, rules made under it
(Uncertificated Securities Market Rules) will regulate the
uncertificated securities market environment.

Under the new regime, securities that are listed or to be listed in
Hong Kong and that are specified in the new Schedule (Schedule
3A) to be added to the SFO (prescribed securities) may, under the
new Part IIIAA, be evidenced and transferred without an
instrument.

As the new regime will be implemented by phases and the first
phase will cover shares in a body corporate incorporated in Hong
Kong or elsewhere, certain provisions in the CO that apply to such
shares will need to be amended.

A new stamping method is also introduced by the Bill for the new
regime (see Division 2 of Part 4 of the Bill).

Part 2—Amendments to SFO

Under the new regime, a system operator of an uncertificated
securities market system (system operafor) may permit any
prescribed securities to be transferred through the system.
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7.

10.

11.

The system operator of an uncertificated securities market system—

(a) must be a recognized clearing house within the meaning
of section 1 of Part 1 of Schedule 1 (recognized clearing
house); and

(b) must be approved by the Securities and Futures
Commission (SFC) under the new Part IIIAA to operate
and maintain the system.

Note—

See new section 101AAC of the SFO as amended by the Bill (amended
SFO) for the meaning of uncertificated securities market system.

In addition, under the new regime, only persons who are permitted
by the system operator of an uncertificated securities market system
under rules made under section 40 of the amended SFO may send
and receive authenticated instructions by or through the system
(system participant).

To implement the new regime, clause 3 amends section 38 (duties
of recognized clearing house) to impose duties on a recognized
clearing house that is also a system operator.

Clause 4 amends section 40 (rules by recognized clearing houses)
to empower a recognized clearing house to make rules for the
proper regulation and efficient operation of an uncertificated
securities market system that it operates and for the proper
regulation of its system participants.

Clause 5 amends section 42 (production of records, etc. by
recognized clearing house) to empower the SFC to require a
recognized clearing house that is also the system operator of an
uncertificated securities market system to provide certain other
documents and information, including documents and information
relating to the operation and maintenance of the system.
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12.

13.

14.

15.

16.

17.
18.

Clause 7 amends section 63 (duties of recognized exchange
controller) to impose additional duties on the controller of a
recognized clearing house that is also the system operator.

Clause 8 amends section 71 (production of records, etc. by
recognized exchange controller) to empower the SFC to require the
controller of a recognized clearing house that is also the system
operator of an uncertificated securities market system to provide
certain documents and information, including documents and
information relating to the operation and maintenance of the
system.

Clause 9 amends section 76 (fees to be approved by Commission)
to provide for the approval by the SFC of fees to be imposed by a
recognized clearing house in its capacity as a system operator.

Clause 10 amends section 91 (supply of information) to provide for
the supply, by a recognized clearing house that is also a system
operator, of information on the affairs of its system participants.

Clause 11 amends section 92 (additional powers of Commission—
restriction notices) so that a system participant would also be
protected under that section, and would not incur any civil liability
in respect of anything done or omitted to be done by the participant
in good faith in compliance or purported compliance with a
restriction notice given by the SFC under that section.

Clause 12 introduces a new Part IITAA to the SFO.

There are 3 new sections in Division 1 of new Part IIIAA. New
section 101AA provides for the interpretation of certain words and
expressions used in that Part. New section 101AAB seeks to
explain the meaning of prescribed securities used in that Part, and
new section 101AAC seeks to explain the meaning of uncertificated
securities market system used in that Part.
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19.

20.

21.
22.

Note—
It is provided in new section 101AAB that securities are prescribed

securities if—

(a) the securities fall within a class or description of securities
specified in the new Schedule 3A to the amended SFO; and

(b) the securities are listed or to be listed on a recognized stock
market within the meaning of section 1 of Part 1 of Schedule
1. :
Division 2 of new Part IIIAA (new sections 101AAD, 101AAE and
101AAF) provides for the general principles to be adopted for the
new regime.

New section 101AAD provides for the first principle—title to
prescribed securities may only be evidenced and transferred without
an instrument—
(a) by or through an uncertificated securities market system
operated and maintained by the system operator of the
system; and

(b) under the Uncertificated Securities Market Rules.
The second principle is set out in new section 101AAE.

For prescribed securities that are shares in a corporation within the
meaning of section 1 of Part 1 of Schedule 1, new section 101AAE
provides that if there is a conflict or inconsistency between new
section 101AAD and the Uncertificated Securities Market Rules
(specified enactments) and any of the following provisions and
terms—

(a) the provisions of the constitution of the corporation; and
(b) the terms of issue of the shares,

the specified enactments prevail to the extent of the conflict or
inconsistency.
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23.

24.
25.

26.

27.

As for other prescribed securities, if there is a conflict or
inconsistency between the specified enactments and the terms of
issue of the securities, the specified enactments prevail to the-extent
of the conflict or inconsistency.

New section 101AAF provides for the third principle.
Under new section 101AAF—

(a) if the prescribed securities are shares in or debentures of
a body corporate incorporated in a place outside Hong
Kong, new section 101AAD, new section 101AAE and
the Uncertificated Securities Market Rules (specified
enactments) apply to those securities to the extent to
which the application is neither prohibited under nor in
conflict or inconsistent with—

(i) the law of the place in which the body corporate is
incorporated; or

(ii) the law under which the securities are constituted;
and

(b) if the prescribed securities are not shares in or
debentures of such a body corporate and are constituted
under the law of a place outsidle Hong Kong, the
specified enactments apply to those securities to the
extent to which the application is neither prohibited
under nor in conflict or inconsistent with the law under
which the securities are constituted.

Division 3 of new Part IIIAA (new sections 101AAG to 101AAO)
deals with other matters relating to the new regime.

New section 101AAG empowers the SFC to approve a recognized
clearing house to be a system operator (section 1014AG approval),
whereas new section 101AAI provides for the power of the SFC to
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28.

29.

30.

31.

32.

33.

34.

35.

withdraw a section 101AAG approval granted to a recognized
clearing house.

New section 101AAH empowers the SFC to impose, amend or
revoke a condition with regard to a section 101AAG approval that
has been granted to a recognized clearing house.

As for new section 101AAK, it confers power on the SFC to direct
a recognized clearing house to cease to operate or maintain an
uncertificated securities market system or to cease to provide or
operate any other facilities or services provided or operated by the
clearing house in connection with the operation of the system.

Under new section 101AAK, the SFC also has the power to permit
a recognized clearing house to continue to carry on any activities
affected by the direction.

The SFC may, hdwever, exercise the powers under new sections
101AAG, 101AAH, 101AAI and 101AAK only after consultation
with the Financial Secretary.

New section 101AAM provides for the duties of the SFC to publish
notice of certain facts or particulars in the Gazette.

An appeal channel is available under new section 101AAN to a
person on whom a notice is served by the SFC under new section
101AAI or 101AAK. Under new section 101AAN, the appeal may
be made to the Chief Executive in Council.

New section 101AAOQ is the rules making power provision and the
Uncertificated Securities Market Rules will be made under that
section.

Clause 13 amends section 209 (general provisions relating to
sections 204, 205, 206 and 208) so that if the SFC decides to
impose, withdraw, substitute or vary a prohibition or requirement
under section 204, 205, 206 or 208 in respect of or with reference to
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36.

37.

38.

39.

40.

41.

a system participant, the SFC would have a duty to inform the
recognized clearing house concerned of the decision.

Clause 14 amends section 212 (winding-up orders and bankruptcy
orders) so that if the SFC has decided to present a petition under
section 212(1) for a system participant to be wound up, the SFC has
a duty to inform the recognized clearing house concerned in
accordance with the amended section 212(3).

Clause 15 amends section 213 (injunctions and other orders) so that
if the SFC has decided to apply to the Court of First Instance of the
High Court of the Hong Kong Special Administrative Region of the
People’s Republic of China (Court of First Instance) to make any
order specified in section 213(2) affecting a system participant, the
SFC has a duty to inform the recognized clearing house concerned
in accordance with the amended section 213(3).

Clause 16 amends section 336 (register of interests in shares and
short positions) which requires a listed corporation to keep a
register of interests in shares and short positions.

Clause 17 amends the definition of rules in Schedule 1
(interpretation and general provisions) and adds new definitions to
that Schedule.

Under section 10(2)(b), the SFC may not delegate a function
specified in Part 2 of Schedule 2 (Securities and Futures
Commission). Clause 18 amends that Part so that certain new
functions conferred by the Bill on the SFC are also not delegable
under that section.

Clause 19 adds a new Schedule 3A to the SFO. The power to
amend the Schedule is in new section 101AAB(2).
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Part 3—Amendments to CO

42. Clause 20 amends section 2 (interpretation) to define certain words
and expressions used in the CO as amended by the Bill. These
expressions include members register (certificated shares),
members register (uncertificated shares), participating company,
participating shares, system operator and uncertificated securities
market system. Under that clause—

(@) members register (certificated shares) is defined to
mean the register required under the Uncertificated
Securities Market Rules to be kept by a participating
company in respect of its members who hold shares in
the company that are in certificated form;

(b) members register (uncertificated shares) is defined to
mean the register required under the Uncertificated
Securities Market Rules to be kept by a system operator
in respect of the members of a participating company
who hold shares in the company that are in uncertificated
form;

(c) participating company is defined to mean a company
any shares in which are permitted by the system operator
of an uncertificated securities market system, within the
meaning of the amended SFO, to be transferred through
the system (participating shares).

43. Under section 134 (nature and transferability of shares), shares or
other interests of a member in a company are transferable in
accordance with the company’s articles. Clause 21 amends that
section so that any shares or other interests that are prescribed
securities are transferable in accordance with those articles, subject
to new Part IIIAA of the amended SFO and the Uncertificated
Securities Market Rules.
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44. Section 143 (registration of allotment) requires a company to
register an allotment of shares. Since under the new regime, the
requirement for a company that is not a participating company
(non-participating company) and the requirement for a
participating company would not be the same, clause 23 amends
that section so that it only applies to a non-participating company
and a new section (new section 143A) is added by clause 24 for a
participating company.

45. A new section 143B is also added by clause 24 to empower the
Court of First Instance to make certain orders if a participating
company fails to comply with new section 143A(1).

46. Section 144 (issue of share certificate on allotment) requires a
company to complete the share certificates and have them ready for
delivery within 2 months after the allotment of the shares. Clause
25 amends that section so that it does not apply if the conditions of
issue of the shares provide otherwise or the allotment is an
allotment to which new section 143A(1) applies.

47. Under section 150 (requirement for instrument of transfer), a
company must not register a transfer of shares in the company
unless a proper instrument of transfer has been delivered to the
company. Clause 26 adds a new subsection to that section so that
section 150 does not apply to a transfer, effected under the
Uncertificated Securities Market Rules, of shares that are
participating shares.

48. Section 151 (registration of transfer or refusal of registration) deals
with the registration of a transfer of shares in a company and the
refusal of such registration. Clause 27 amends that section so that it
applies only if an instrument of transfer is lodged with a company.

49. Section 152 (order of Court for registration) empowers the Court of
First Instance to register a transfer of shares in a company. Clause
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50.

51.

52.

53.

54.

28 confines the power so that it could only be exercised in relation
to a transfer to which the amended section 151 applies.

Section 153 (transfer by personal representative) provides for the
transfer of shares or other interests of a deceased member of a
company by the member’s personal representative. Clause 29
amends that section to make sure that it applies to all such transfers,
including those effected under the Uncertificated Securities Market
Rules.

Section 155 (issue of share certificate on transfer) requires a
company to complete the share certificates of its shares that are
transferred and have them ready for delivery within the period
specified in that section. Clause 30 amends that section so that it
does not apply to a transfer, effected under the Uncertificated
Securities Market Rules, of shares that are participating shares.

Section 158 (registration or refusal of registration) deals with the
registration or refusal of registration of transmission of shares by
operation of law. Clause 31 amends that section so that it only
applies to a non-participating company. A new section 158A is
added by clause 32 to deal with the registration or refusal of
registration of transmission of shares in a participating company.

Clause 34 adds 2 new sections to the CO. New section 626A
provides that every company must have a register of its members,
and new section 626B provides that the register of members of a
participating company is to consist of the members register
(certificated shares) and the members register (uncertificated
shares).

Section 627 (register of members) originally deals with the register
of members of any company. Clause 35 amends that section so that
it only applies to the register of members of a non-participating
company.
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S55.

56.

57.

58.

59.

60.

A new section 627A is added by clause 36. That section provides
for the exceptions to section 627 and applies if a participating
company changes to a non-participating company.

Sections 628 (place where register must be kept), 630 (index of
members), 631 (right to inspect and request copy) and 632 (power
to close register of members) originally apply to any company.
Clauses 37, 39, 40 and 41 amend those sections so that they only
apply to a non-participating company.

Section 633 (power of Court to rectify register) provides for the
power of the Court of First Instance to rectify the register of
members of any company. Clause 42 imposes a restriction on that
power so that the Court may make an order on a participating
company to pay damages for any loss caused by an act or omission
of the system operator responsible for keeping the members register
(uncertificated shares) of the company only if—

(a) the act or omission is done or made by the system
operator on the instructions of the company; or

(b) the act or omission is caused by fraud or negligence of
the company.

Section 637 (keeping of branch register) provides for the keeping of
a branch register of a company. Clause 44 amends that section so
that it only applies to a non-participating company.

A new section 637A is added by clause 45 to provide for the
keeping of a branch register of a participating company.

Section 654 (meaning of company records) provides for the
meaning of company records used in Division 3 of Part 12. Clause
46 expands its meaning so that the expression covers also any
register, index, agreement, memorandum, minutes and other
documents, other than any accounting records, required by the
Uncertificated Securities Market Rules to be kept by a company.



Securities and Futures and Companies Legislation (Uncertificated Securities Market
Amendment) Bill 2014

Explanatory Memorandum :

Paragraph 61 85

61. Section 655 (form of company records) provides for the form of
company records. Clause 47 amends that section to cover also
company records required by the Uncertificated Securities Market
Rules to be kept by a company.

62. Section 693 (offeror may give notice to buy out minority
shareholders) provides for the right of an offeror to buy out
minority shareholders. Subsection (3)(a)(ii) of section 696
(obligations of offeror with right to buy out minority shareholders)
provides for the obligation of an offeror to send to the company, in
certain circumstances, an instrument of transfer of certain shares.

63. Clause 48 amends section 696 so that the obligation under
subsection (3)(a)(ii) of that section does not apply to a transfer if
the transfer is effected under the Uncertificated Securities Market
Rules and no instrument of transfer is required under those Rules
for the registration of the transfer.

64. Clauses 49 and 50 provide for the repeal of section 908 (paperless
holding and transfer of shares and debentures) and Schedule 8
(amendments relating to paperless holding and transfer of shares
and debentures).

Part 4—Related amendments
Amendments to Companies (Winding-up) Rules

65. Division 1 deals with amendments to the Companies (Winding-up)
Rules (Cap. 32 sub. leg. H).

66. Clause 51 introduces amendments to Form 73 (notice of return to
contributories) of the Appendix to the Rules.
Amendments to SDO

67. Division 2 deals with amendments to the SDO.
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68. Clause 52 amends the existing definition of stamp in section 2
(interpretation) to include an imprint on a contract note made in
accordance with new section 5AA(3).

Note—

New section SAA is an additional provision on methods of stamping. It
applies to a contract note if the conditions specified in subsection (1) of that
section are satisfied.

69. Section 4 (charging of, liability for, and recovery of stamp duty) is
amended by clause 53. That clause adds a new section 4(3B) which
provides that if the amount of the stamp duty imprinted on a
contract note stamped under new section SAA(2) has not been paid
to the Collector of Stamp Revenue appointed under section 3
(Collector) in the manner provided by the arrangement approved
under new section SAAB(1), the contract note is deemed to be an
instrument that is chargeable with the stamp duty and that is not
duly stamped in respect of the duty.

70. Clause 54 adds a new section SAA. The new section provides for a
new stamping method for a contract note required to be made and
executed under section 19(1). The new section however applies to
such a contract note only if the following conditions are satisfied—

(a) the contract note is a contract note to which an
arrangement approved under new section 5AAB(1)
relates;

(b) the contract note is not a contract note to which an
agreement under section SA relates;

(c) stamp duty is chargeable under head 2(1) in the First
Schedule on the contract note;

(d) the transfer under the sale or purchase to which the
contract note relates is a transfer effected under the
Uncertificated Securities Market Rules; and
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(e) under the Rules, an instrument of transfer is not required
for the registration of the transfer.

71. Clause 54 also adds a new section SAAB for the purposes of new
section 5AA. New section SAAB empowers the Collector to
approve an arrangement for collecting stamp duty chargeable on a
contract note to which the arrangement relates and in respect of
which the conditions mentioned in paragraph 70(b), (c), (d) and (e)
are satisfied.

72. Clause 55 amends section 19 (contract notes, etc. in respect of sale
and purchase of Hong Kong stock) by adding a new subsection
(1G) to that section. The new subsection provides that for the
purposes of section 19(1), if—
(a) the person who effects the sale or purchase of Hong
Kong stock makes, in respect of the sale or purchase, a
contract note to which new section SAA applies; and

(b) the contract note is stamped by the person under new
section 5AA(2),
the person is to be regarded as having also executed the contract
note.

73. Clause 56 amends section 58A (representations may be made to
Collector before certain penalties are imposed) and clause 57
amends section 58B (remission of certain penalties), so that the 2
sections apply also to the civil penalty imposed under new section
5AAB(6).

Amendments to Mental Health Ordinance

74. Division 3 deals with amendments to the Mental Health Ordinance
(Cap. 136).

75. Clause 59 amends section 17 (committee to execute instruments) to
ensure that the provision may apply if the Court, within the
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meaning of section 2, makes an order for anything to be done to
give effect to a disposition of any securities in the estate of a
mentally incapacitated person that are, under the Uncertificated
Securities Market Rules, permitted to be transferred without an
instrument.

Amendments to Crimes Ordinance

76. Division 4 deals with amendments to the Crimes Ordinance (Cap.
200).
77. Clause 60 amends section 84 (making false entry in contract for

sale of shares). The amended section 84 expands the scope of

- application of the existing section to cover also documents of a
bank, body corporate, company or society issuing any share or
stock transferable, without an instrument, under the Uncertificated
Securities Market Rules.

Further amendment to CO

78. Division 5 (clause 61) introduces further amendment to section 632.
The amendment will come into operation on a day after the day on
which the amendments to the CO in Part 3 of the Bill come into
operation. :
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|Section:  [38 Duties of recognized clearing house IL.N. 12 0of 2003 |01/04/2003 |

(1) It shall be the duty of a recognized clearing house to ensure-

(@) so far as reasonably practicable, that there are orderly, fair and expeditious clearing and settlement
arrangements for any transactions in securities or futures contracts cleared or settled through its
facilities; and

(b) that risks associated with its business and operations are managed prudently.

(2) Indischarging its duty under subsection (1), a recognized clearing house shall-

(@) actin the interest of the public, having particular regard to the interest of the investing public; and

(b) ensure that the interest of the public prevails where it conflicts with the interest of the recognized
clearing house.

(3) A recognized clearing house shall operate its facilities in accordance with the rules made under section 40
and approved under section 41.

(4) A recognized clearing house shall formulate and implement appropriate procedures for ensuring that its
clearing participants comply with the rules of the clearing house.

(5) A recognized clearing house shall at all times provide and maintain-

(a) adequate and properly equipped premises;

(b) competent personnel; and

(c) automated systems with adequate capacity, facilities to meet contingencies or emergencies, security
arrangements and technical support,

for the conduct of its business.

(Chapter:  |571 |Securities and Futures Ordinance |Gazette Number [Version Date |

Section: ][40 [Rules by recognized clearing houses [L.N. 12 of 2003 [01/04/2003 |

(1) Without limiting any of its other powers to make rules, a recognized clearing house may make rules for
such matters as are necessary or desirable-

(@) for the proper regulation and efficient operation of the clearing or settlement facilities which it
operates;

(b) for the proper regulation of its clearing participants;

(c) for the establishment and maintenance of compensation arrangements for the investing public.

(2) A recognized clearing house shall make rules which-

(@) provide for the taking of proceedings or other action if a clearing participant appears to be unable, or
likely to become unable, to meet his obligations in respect of all unsettled or open market contracts to
which he is a party; and

(b) comply with Part 5 of Schedule 3.

(3) Where a recognized clearing house takes default proceedings, all subsequent proceedings or other action
taken under its rules for the settlement of market contracts to which the defaulter is a party shall be treated as taken
under the default rules.

(4) The Commission may, by notice in writing served on a recognized clearing house, request the clearing
house-

(@) to make rules specified in the request within the period specified in that request; or

(b) to amend rules referred to in the request in the manner and within the period specified in that request.

(5) Before making a request under subsection (4), the Commission shall consult the Financial Secretary and the
recognized clearing house to which the request relates.

(6) Where the Commission is satisfied that a recognized clearing house has not complied with a request
referred to in subsection (4) within the period specified in the request, the Commission may make or amend the rules
specified in the request instead of the recognized clearing house.
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Section:  [42 IProduction of records, etc. by recognized clearing house [L.N. 12 0f 2003 [01/04/2003 |

(1) The Commission may, by notice in writing served on a recognized clearing house, require the clearing
house to provide to the Commission, within such period as the Commission may specify in the notice-
(@) such books and records kept by it in connection with or for the purposes of its business or in respect of
any clearing and settlement arrangements for any transactions in securities or futures contracts; and
(b) such other information relating to its business or any clearing and settlement arrangements for any
transactions in securities or futures contracts,
as the Commission may reasonably require for the performance of its functions.
(2) A recognized clearing house served with a notice under subsection (1) which, without reasonable excuse,
fails to comply with the notice commits an offence and is liable on conviction to a fine at level 5.

(Chapter:  |571 |Securities and Futures Ordinance |Gazette Number |Version Date |

Section: 43 Withdrawal of recognition of clearing house and directionto |L.N. 12 of 2003 {01/04/2003
cease to provide facilities

(1) Subject to subsections (3), (4) and (5), the Commission may, after consultation with the Financial Secretary,
by notice in writing served on a recognized clearing house-

(&) withdraw the company's recognition as a clearing house with effect from a date specified in the notice
for the purpose; or

(b) direct the clearing house to cease to provide or operate with effect from a date specified in the notice
for the purpose such clearing or settlement facilities as are specified therein.

(2) The Commission may by the notice served under subsection (1) permit the recognized clearing house to
continue, on or after the date on which the withdrawal or direction is to take effect, to carry on such activities affected
by the withdrawal or direction as the Commission may specify in the notice for the purpose of-

(@) closing down the operations of the clearing house; or
(b) protecting the interest of the investing public or the public interest.

(3) The Commission may only serve a notice under subsection (1) in relation to a recognized clearing house
that-

(@) fails to comply with any requirement of this Ordinance or with a condition imposed under section 37;
(b) is being wound up;

(c) ceases to operate as a clearing house; or

(d) requests the Commission to do so.

(4) Except where responding to a request under subsection (3)(d), the Commission shall not exercise its power
under subsection (1) in relation to a recognized clearing house unless it has given the clearing house a reasonable
opportunity of being heard.

(5) Except where responding to a request under subsection (3)(d), the Commission shall give the recognized
clearing house not less than 14 days' notice in writing of its intention to serve a notice under subsection (1) and the
grounds for doing so.

(6) Where the Commission withdraws a company's recognition as a clearing house under subsection (1)(a), it
shall cause notice of that fact to be published in the Gazette.

(7) Where the Commission directs under subsection (1)(b) a recognized clearing house to cease to provide or
operate any clearing or settlement facilities, it shall cause notice of the particulars of the direction to be published in
the Gazette.

(8) A notice served under subsection (1)(a) shall not take effect-

(&) subject to paragraph (b), until the expiration of the period within which an appeal against the notice
may be made under section 44; or

(b) if an appeal against the notice is made under section 44, until the appeal is withdrawn, abandoned or
determined.

(9) A notice served under subsection (1)(b) shall take effect immediately.
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Section:  [63 [Duties of recognized exchange controller [L.N. 12 0f 2003 [01/04/2003 |

(1) It shall be the duty of a recognized exchange controller which is a controller of a recognized exchange
company or recognized clearing house to ensure so far as reasonably practicable-

(@) an orderly, informed and fair market in securities or futures contracts traded on the stock market or
futures market operated by the recognized exchange company or through the facilities of the company;

(b) that there are orderly, fair and expeditious clearing and settlement arrangements for any transactions in
securities or futures contracts cleared or settled through the facilities of the recognized clearing house;

(c) that risks associated with its business and operations are managed prudently;

(d) that the recognized exchange company or recognized clearing house (as the case may be) complies
with any lawful requirement placed on it under any enactment or rule of law and with any other legal
requirement placed on it.

(2) Indischarging its duty under subsection (1)(a), (b) or (c), a recognized exchange controller shall-

(@) actin the interest of the public, having particular regard to the interest of the investing public; and

(b) ensure that the interest of the public prevails where it conflicts with the interest of the recognized
exchange controller.
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Section:  [71 [Production of records, etc. by recognized exchange controller |L.N. 12 of 2003 [01/04/2003 |

(1) The Commission may, by notice in writing served on a recognized exchange controller, require the
controller to provide to the Commission, within such period as the Commission may specify in the notice-
(@) such books and records kept by it-

(i) in connection with or for the purposes of its business;

(if) in respect of any trading in securities or futures contracts traded on the stock market or futures
market operated by the recognized exchange company of which it is a controller, or through the
facilities of that company; or

(iii) in respect of any clearing and settlement arrangements for any transactions in securities or
futures contracts cleared or settled through the facilities of the recognized clearing house of
which it is a controller; and

(b) such other information relating to its business or any such trading or clearing and settlement
arrangements,
as the Commission may reasonably require for the performance of its functions.
(2) A recognized exchange controller served with a notice under subsection (1) which, without reasonable
excuse, fails to comply with the notice commits an offence and is liable on conviction to a fine at level 5.
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Section:  [76 |Fees to be approved by Commission [L.N. 12 of 2003 [01/04/2003 |

(1) No fee imposed on or after the commencement of this section by-
(&) arecognized exchange controller in its capacity as a recognized exchange controller; or
(b) arecognized exchange company or recognized clearing house-
(i)  of which the recognized exchange controller is a controller; and
(if) in its capacity as a recognized exchange company or recognized clearing house (as the case may
be),
shall have effect unless the fee is specified in the rules of the recognized exchange controller, recognized exchange
company or recognized clearing house (as the case may be) and has the approval in writing of the Commission.
(2) The Commission shall, in deciding whether or not to approve a fee referred to in subsection (1), have regard
to, among other matters-
(@) the level of competition (if any) in Hong Kong for the matter for which the fee is to be imposed; and
(b) the level of fee (if any) imposed by another recognized exchange controller, recognized exchange
company or recognized clearing house or any similar body outside Hong Kong, for the same or a



similar matter to which the fee relates.
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Section: |91 |Supply of information [L.N. 12 0f 2003 [01/04/2003 |

(1) The Commission, a recognized exchange company, a recognized clearing house, a recognized exchange
controller or a recognized investor compensation company shall be entitled to supply each other with information
about its affairs and-

(a) inthe case of a recognized exchange company, the affairs of any of its exchange participants;

(b) in the case of a recognized clearing house, the affairs of any of its clearing participants;

(c) inthe case of a recognized exchange controller, the affairs of any of its subsidiaries; or

(d) in the case of a recognized investor compensation company, any claim made against the compensation
fund,

if the supply of information is reasonably required for the performance of-

(i) in the case where the information is supplied to the Commission, the functions of the Commission
under the relevant provisions; or

(i) in any other cases, the functions of the recognized exchange company, recognized clearing house,
recognized exchange controller or recognized investor compensation company to which the
information is supplied, under this Part or their respective rules.

(2) The Commission may, by notice in writing served on a recognized exchange company, recognized clearing
house, recognized exchange controller or recognized investor compensation company, require it to supply the
Commission with such information as the Commission may reasonably require for the performance of the functions of
the Commission under any of the relevant provisions, including information in its possession relating to-

(a) inthe case of a recognized exchange company, the affairs of any of its exchange participants;

(b) in the case of a recognized clearing house, the affairs of any of its clearing participants;

(c) inthe case of a recognized exchange controller, the affairs of any of its subsidiaries; or

(d) in the case of a recognized investor compensation company, any claim made against the compensation
fund.

(3) The supply of information under subsection (1) or (2) shall not be treated as publication for the purposes of
the law of defamation and, without limiting the generality of section 380(3) but subject to section 378, a person
supplying the information does not incur liability as a consequence thereof.

(4) Where any information is supplied under subsection (1) to a recognized exchange company, recognized
clearing house, recognized exchange controller or recognized investor compensation company, the company
concerned, the clearing house or the controller to whom the information is supplied shall not disclose the information,
or any part of it, to any other person without the consent of the Commission.

|Chapter:  [571 |Securities and Futures Ordinance |Gazette Number [Version Date |

Section:  [92 |Additional powers of Commission-restriction notices [L.N. 12 of 2003 [01/04/2003 |

(1) Subject to subsections (2), (6) and (14), where the Commission is satisfied that it is appropriate to do so-
(@) inthe interest of the investing public or in the public interest;
(b) for the protection of investors; or
(c) for the proper regulation of a recognized exchange company, recognized clearing house, recognized
exchange controller or recognized investor compensation company,
it may by notice in writing ("'restriction notice") served on the exchange company, clearing house, exchange controller
or investor compensation company do any or all of the following-
(i) require the exchange company, clearing house, exchange controller or investor compensation company
before the expiry of a period specified in the notice-
(A) to amend, supplement, withdraw or revoke, in the manner specified in the notice, a provision of
its rules or other instrument so specified;
(B) to take such action relating to the management, conduct or operation of its business as may be so
specified;



(if) prohibit the exchange company, clearing house, exchange controller or investor compensation
company from doing, during a period so specified, such act or other thing relating to the management,
conduct or operation of its business as may be so specified.

(2) The Commission shall not serve a restriction notice unless-

(@) it has previously consulted the Financial Secretary in relation to the notice;

(b) it has previously requested in writing the exchange company, clearing house, exchange controller or
investor compensation company concerned to put, or cause to be put, into effect a provision (which
includes a request to refrain from doing any act or other thing) specified in the request and similar in
effect to the requirement or prohibition specified in the restriction notice or, where there is more than
one such requirement or prohibition so specified, provisions the combined effect of all of which is
similar to the combined effect of the requirements or prohibitions so specified; and

(c) inthe case of a request under paragraph (b) which-

(i) contains a provision requesting the exchange company, clearing house, exchange controller or
investor compensation company concerned to amend, supplement, withdraw or revoke any
provision of its constitution under subsection (1)(i), the provision has not been complied with
before the expiration of the period specified in relation thereto in the request being not less than
45 days; or

(if) contains a provision requesting the exchange company, clearing house, exchange controller or
investor compensation company concerned to do or refrain from doing any act or other thing, the
Commission is satisfied that the provision has not been complied with.

(3) A recognized exchange company, recognized clearing house, recognized exchange controller or recognized
investor compensation company may appeal to the Chief Executive in Council against a restriction notice that requires
the exchange company, clearing house, exchange controller or investor compensation company to amend, supplement,
withdraw or revoke any provision of its constitution.

(4) The decision of the Chief Executive in Council on an appeal under subsection (3) shall be final.

(5) A restriction notice served under this section shall take effect immediately.

(6) A period specified in a restriction notice in relation to a prohibition under subsection (1)(ii) shall not exceed
6 months beginning on the date of the notice.

(7) The Commission may, after consultation with the Financial Secretary, by notice in writing served on the
exchange company, clearing house, exchange controller or investor compensation company concerned, extend, for a
period or successive periods of not more than 3 months each, the period during which a restriction notice is to remain
in force.

(8) Where a restriction notice is issued or extended under this section, the Commission may publish in the
Gazette a copy of the notice or, as may be appropriate, particulars of the extension.

(9) A restriction notice may, on the application of the Commission to the Court of First Instance, be enforced
by an order of the Court as if it were a judgment or order of the Court.

(10) Where a recognized exchange company, recognized clearing house, recognized exchange controller or
recognized investor compensation company is in breach of a requirement in a restriction notice under subsection
(D)(D)(A) relating to a provision of its rules or other instrument-

(a) in the case of a requirement to amend or supplement such provision, the provision shall be deemed to
have effect as if the requirement had been complied with; or

(b) in the case of a requirement to withdraw or revoke such provision, the provision ceases to have effect.

(11) Where-

(a) arestriction notice includes a requirement described in subsection (1)(i)(A) and the requirement relates
to the constitution of a company; and

(b) by virtue of subsection (10) the provision to which the requirement relates has effect as if the
requirement had been complied with or has ceased to have effect (as the case may be),

the Commission shall, as soon as may be, deliver to the Registrar of Companies a copy of the notice.

(12) If there is an appeal under subsection (3) against the notice and the appeal is not withdrawn, the
Commission shall, as soon as may be, inform the Registrar of Companies in writing of the outcome of the appeal.

(13) Without limiting the generality of section 380(1), no civil liability, whether arising in contract, tort,
defamation, equity or otherwise, shall be incurred by-

(&) a recognized exchange company, recognized clearing house, recognized exchange controller or
recognized investor compensation company;

(b) an officer or employee of a recognized exchange company, recognized clearing house, recognized



exchange controller or recognized investor compensation company;
(c) an exchange participant; or
(d) a clearing participant,
in respect of anything done or omitted to be done in good faith in compliance or purported compliance with a
restriction notice.
(14) This section shall not be construed as enabling the Commission to do under this section anything which
may be done by the Commission by direction under section 28(1)(b) or 29.

|Chapter:  [571 |Securities and Futures Ordinance |Gazette Number [Version Date |

[Section:  |209 |General provisions relating to sections 204, 205, 206 and 208 |E.R. 2 of 2012 [02/08/2012 |

(1) Where the Commission imposes under section 204, 205 or 206, or withdraws, substitutes or varies under section
208, a prohibition or requirement, the imposition, withdrawal, substitution or variation (as the case may be) of
the prohibition or requirement takes effect at the time of the service of the notice given in respect thereof or at
the time specified in the notice, whichever is the later.

(2) Where the Commission imposes under section 204, 205 or 206, or withdraws, substitutes or varies under section
208, a prohibition or requirement, the notice given in respect thereof shall be accompanied by a statement
specifying the reasons for the imposition, withdrawal, substitution or variation (as the case may be) of the
prohibition or requirement.

(3) Where any request is made by any person to the Commission pursuant to section 208(1) for the withdrawal,
substitution or variation of a prohibition or requirement, the Commission shall serve on the person-

(@) where it withdraws, substitutes or varies the prohibition or requirement in accordance with the request, a
copy of the notice given in respect thereof and of the statement accompanying it in accordance with
subsection (2); or

(b) where it refuses to withdraw, substitute or vary the prohibition or requirement notwithstanding the request,
a notice of its refusal, together with a statement specifying the reasons for the refusal.

(4) Where-

(@) the Commission imposes under section 204, 205 or 206, or withdraws, substitutes or varies under section
208, a prohibition or requirement; and

(b) the reasons for the imposition, withdrawal, substitution or variation (as the case may be) as specified in the
statement accompanying the notice given in respect thereof in accordance with subsection (2) relate
specifically to matters which-

(i) refer to any person who is identified in the statement but who is not the person on whom the
prohibition or requirement was imposed; and
(ii) are, in the opinion of the Commission, prejudicial to the person in any respect,

the Commission shall, as soon as reasonably practicable after the imposition, withdrawal, substitution or

variation (as the case may be), take all reasonable steps to serve on the person a copy of the notice given in

respect of the imposition, withdrawal, substitution or variation (as the case may be) and of the statement

accompanying it in accordance with subsection (2).

(5) Nothing in subsections (3) and (4) requires a copy of any notice given in respect of the imposition, withdrawal,
substitution or variation of a prohibition or requirement, or of a statement accompanying it in accordance with
subsection (2), to be served on any person if the notice or statement or a copy of the notice or statement (as the
case may be) has been served on the person under any other provision of this Part.

(6) The Commission shall publish in the Gazette, and may publish by such additional means as it may consider
appropriate, a notice regarding the imposition under section 204, 205 or 206, or the withdrawal, substitution or
variation under section 208, of a prohibition or requirement.

(7) A notice published under subsection (6) may, if the Commission considers appropriate, include a statement
specifying the reasons for the imposition, withdrawal, substitution or variation (as the case may be) to which the
notice relates.

(8) The Commission shall-

(a) before imposing under section 204, 205 or 206, or withdrawing, substituting or varying under section 208, a
prohibition or requirement in respect of or with reference to a corporation that is an exchange participant or
a clearing participant, use its best endeavours to inform the recognized exchange company or the
recognized clearing house (as the case may be) of the proposed imposition, withdrawal, substitution or
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variation (as the case may be) by notice in writing; and

(b) where before the imposition, withdrawal, substitution or variation of a prohibition or requirement it has not
informed the recognized exchange company or the recognized clearing house (as the case may be) of the
proposed imposition, withdrawal, substitution or variation (as the case may be) by notice in writing,
forthwith after the imposition, withdrawal, substitution or variation (as the case may be) inform the
recognized exchange company or the recognized clearing house (as the case may be) thereof by notice in
writing.

(9) Sections 204, 205, 206 and 208, and the imposition, withdrawal, substitution or variation of a prohibition or
requirement under section 204, 205, 206 or 208, do not operate so as to render an agreement unenforceable by a
party to the agreement if he proves that in entering into the agreement he acted in good faith and was unaware of
any notice given, served or published, whether under section 204, 205, 206 or 208 or under this section, in
respect of or regarding the imposition, withdrawal, substitution or variation (as the case may be).

(10) Where by reason of the application of section 204, 205, 206 or 208 or of the giving, service or publication of any
notice, whether under section 204, 205, 206 or 208 or under this section, a person rescinds an agreement, he
shall restore to any other party to the agreement any money or other benefit received or obtained by him under
the agreement from that party.

(11) A notice published under subsection (6) is not subsidiary legislation.
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QI

(a) a corporation, other than an authorized financial institution, is of a class of corporations which the Court of
First Instance has jurisdiction to wind up under the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Cap 32); and (Amended 28 of 2012 ss. 912 & 920)

(b) it appears to the Commission that it is desirable in the public interest that the corporation should be wound
up,

the Commission may present a petition for the corporation to be wound up under that Ordinance on the ground

that it is just and equitable that the corporation should be so wound up, and that Ordinance shall apply to such

petition as it applies in relation to a petition presented under that Ordinance.
(2 If-

(a) grounds exist for the presentation of a petition for a bankruptcy order against a licensed representative by
his creditor in accordance with the Bankruptcy Ordinance (Cap 6); and

(b) it appears to the Commission that it is desirable in the public interest to present a petition for a bankruptcy
order against the licensed representative in accordance with that Ordinance,

the Commission may present a petition for a bankruptcy order against the licensed representative in accordance

with that Ordinance, and that Ordinance shall apply to such petition as it applies in relation to a petition

presented by a creditor.
(3) The Commission shall-

(a) before presenting a petition under subsection (1) against a corporation that is an exchange participant or a
clearing participant, use its best endeavours to inform the recognized exchange company or the recognized
clearing house (as the case may be) of the proposed presentation of the petition by notice in writing; and

(b) where before the presentation of the petition it has not informed the recognized exchange company or the
recognized clearing house (as the case may be) of the proposed presentation of the petition by notice in
writing, forthwith after the presentation of the petition inform the recognized exchange company or the
recognized clearing house (as the case may be) thereof by notice in writing.
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Section:  [213 [Injunctions and other orders [E.R.20f2012 [02/08/2012 |
(1) Where-

(@) a person has-



)

©)

(4)

Q)

(6)
(")

(i) contravened-
(A) any of the relevant provisions;
(B) any notice or requirement given or made under or pursuant to any of the relevant provisions;
(C) any of the terms and conditions of any licence or registration under this Ordinance; or
(D) any other condition imposed under or pursuant to any provision of this Ordinance;
(ii) aided, abetted, or otherwise assisted, counselled or procured a person to commit any such
contravention;
(iii) induced, whether by threats, promises or otherwise, a person to commit any such contravention;
(iv) directly or indirectly been in any way knowingly involved in, or a party to, any such contravention; or
(v) attempted, or conspired with others, to commit any such contravention; or

(b) it appears, whether or not during the course or as a result of the exercise of any power under Part VIII, to
the Commission that any of the matters referred to in paragraph (a)(i) to (v) has occurred, is occurring or
may occur,

the Court of First Instance, on the application of the Commission, may, subject to subsection (4), make one or

more of the orders specified in subsection (2).

The orders specified for the purposes of subsection (1) are-

(a) an order restraining or prohibiting the occurrence or the continued occurrence of any of the matters referred
to in subsection (1)(a)(i) to (v);

(b) where a person has been, or it appears that a person has been, is or may become, involved in any of the
matters referred to in subsection (1)(a)(i) to (v), whether knowingly or otherwise, an order requiring the
person to take such steps as the Court of First Instance may direct, including steps to restore the parties to
any transaction to the position in which they were before the transaction was entered into;

(c) an order restraining or prohibiting a person from acquiring, disposing of, or otherwise dealing in, any
property specified in the order;

(d) an order appointing a person to administer the property of another person;

(e) an order declaring a contract relating to any securities, structured product, futures contract, leveraged
foreign exchange contract, or an interest in any securities, structured product, futures contract, leveraged
foreign exchange contract or collective investment scheme to be void or voidable to the extent specified in
the order; (Amended 8 of 2011 s. 10)

(F) for the purpose of securing compliance with any other order made under this section, an order directing a
person to do or refrain from doing any act specified in the order;

(g) any ancillary order which the Court of First Instance considers necessary in consequence of the making of
any of the orders referred to in paragraphs (a) to (f).

The Commission shall-

(@) before making an application pursuant to subsection (1) for an order affecting any person that is an
exchange participant or a clearing participant, use its best endeavours to inform the recognized exchange
company or the recognized clearing house (as the case may be) of the proposed application by notice in
writing; and

(b) where before the making of the application it has not informed the recognized exchange company or the
recognized clearing house (as the case may be) of the proposed application by notice in writing, forthwith
after the making of the application inform the recognized exchange company or the recognized clearing
house (as the case may be) thereof by notice in writing.

The Court of First Instance shall, before making an order under subsection (1), satisfy itself, so far as it can

reasonably do so, that it is desirable that the order be made, and that the order will not unfairly prejudice any

person.

The Court of First Instance may, before making an order under subsection (1), direct that a notice of the

application made in respect thereof be given to the persons it considers appropriate, or be published in the

manner it considers appropriate, or both.

Where the Court of First Instance considers it desirable to do so, it may grant such interim order as it considers

appropriate pending the determination of an application made pursuant to subsection (1).

An order may be made under subsection (1) whether or not it appears to the Court of First Instance that-

(&) the person against whom the order is made intends to engage again, or to continue to engage, in any of the
matters referred to in subsection (1)(a)(i) to (v);

(b) the person against whom the order is made has previously engaged in any of such matters;

(c) there is an imminent danger of damage to any person in the event of the order not being made.



(8) Where the Court of First Instance has power to make an order against a person under subsection (1), it may, in
addition to or in substitution for such order, make an order requiring the person to pay damages to any other
person.

(9) The Court of First Instance may reverse, vary or discharge an order made or granted by it under subsection (1) or
(6) or suspend the operation of the order.

(10) A notice published under subsection (5) is not subsidiary legislation.
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Section: 336 Register of interests in shares and short positions L.N. 162 of 2013;|03/03/2014
L.N. 163 of 2013

(1) Every listed corporation shall keep a register of interests in shares and short positions.

(2) Whenever a listed corporation receives information from a person given in performance of a duty imposed on
him by any provision of Divisions 2 to 5, the listed corporation is under a duty to record in the register, against
the person's name, the information received and the date of the entry.

(3) Without prejudice to subsection (2), where a listed corporation receives a notification which includes a statement
that the person giving the notification, or any other person, has ceased to be a party to an agreement to which
section 317 applies, the listed corporation is under a duty to record that information against the name of the
person who has ceased to be a party to that agreement in every place where his name appears in the register as a
party to that agreement (including any entry relating to him made against another person's name).

(4) A duty imposed by subsection (2) or (3) shall be performed within 3 business days after the day on which that
duty arises.

(5) A listed corporation is not, by virtue of anything done for the purposes of this section, affected with notice of, or
put upon enquiry as to, the rights of any person in relation to any shares or equity derivatives.

(6) The register must be so made up that the entries against the several names recorded in it appear in chronological
order.

(7) Unless the register is in such form as to constitute in itself an index, the listed corporation shall keep an index of
the names recorded in the register which shall in respect of each name contain a sufficient indication to enable
the information recorded against it to be readily found.

(8) The listed corporation shall, within 10 business days after the day on which a name is recorded in the register,
make any necessary alteration in the index.

(9) Subject to section 283 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap 32), if the
corporation ceases to be a listed corporation, it shall continue to keep the register and any index until the end of
the period of 6 years beginning with the day next following that on which it ceases to be a listed corporation.
(Amended 28 of 2012 ss. 912 & 920)

(10) The register and any index-

(@) shall be kept-
(i) if the corporation's register of members is kept at its registered office, at the corporation's registered
office;
(ii) if the corporation's register of members is not so kept, at the corporation’s registered office or the place
where the register of members is kept; or
(iii) if the corporation does not have a registered office in Hong Kong, at the corporation's principal place
of business in Hong Kong; and
(b) shall, for the purposes of Divisions 2 to 5 and for the purposes of-
(i) enabling members of the public to ascertain-
(A) the identities and the particulars of persons who are or were the true owners of, or have or had
any interest or short position in, voting shares in the listed corporation; (Amended 28 of 2012
ss. 912 & 920 and L.N. 162 of 2013)
(B) the nature and the particulars of the interest or short position; and
(C) the capacity in which a person holds or held the interest or short position; and
(if) providing the investing public with information to enable them to make informed investment
decisions,
be made available for inspection in accordance with section 340. (Amended 28 of 2012 ss. 912 & 920)
(11) (Repealed 28 of 2012 ss. 912 & 920)



(12) The corporation shall send notice in the form specified by the Commission for the purposes of this section to the

Registrar of Companies of-

(@) the place where the register is kept; and

(b) any change in that place,

unless the register has at all times been kept at the corporation's registered office.

(13) The duty imposed by subsection (12) shall be performed within 10 business days after the day on which the
register is so kept or the change takes place (as the case may be).

(14) If default is made in complying with any provision of this section, the listed corporation concerned and every
officer of it who is in default commit an offence and each is liable on conviction to a fine at level 1 and, in the
case of a continuing offence, to a further fine of $200 for every day during which the offence continues.

(15) For the purposes of this section, a reference to books and papers in section 283 of the Companies (Winding Up
and Miscellaneous Provisions) Ordinance (Cap 32) shall be construed as including a reference to the register and
index required to be kept by a corporation under this section. (Amended 28 of 2012 ss. 912 & 920)
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|Schedule: |1 |Interpretation and General Provisions L.N. 163 of 2013 [03/03/2014 |

[sections 2, 19, 66, 102, 164,
171, 174, 175, 202 & 406

& Schs. 9 & 10]

(Amended 8 of 2011 s. 14)

Part 1
Interpretation
1. Interpretation of this Ordinance

In this Ordinance, unless otherwise defined or excluded or the context otherwise requires-

accredited (5it/&) means accredited to a licensed corporation with the Commission's approval under section 122
of this Ordinance;

Advisory Committee (F%428/Zs & &) means the Advisory Committee referred to in section 7 of this Ordinance;

associate (5 [5A%2 ), in relation to a person, means-

(@) the spouse, or any minor child (natural or adopted) or minor step-child, of the person;

(b) any corporation of which the person is a director;

(c) any employee or partner of the person;

(d) the trustee of a trust of which the person, his spouse, minor child (natural or adopted) or minor step-
child, is a beneficiary or a discretionary object;

(e) another person in accordance with whose directions or instructions the person is accustomed or obliged
to act;

(f) another person accustomed or obliged to act in accordance with the directions or instructions of the
person;

(g) a corporation in accordance with the directions or instructions of which, or the directions or
instructions of the directors of which, the person is accustomed or obliged to act;

(h) a corporation which is, or the directors of which are, accustomed or obliged to act in accordance with
the directions or instructions of the person;

(i) acorporation at general meetings of which the person, either alone or together with another, is directly
or indirectly entitled to exercise or control the exercise of 33% or more of the voting power;

(i) acorporation of which the person controls the composition of the board of directors;

(K) where the person is a corporation-
(i) each of its directors and its related corporations and each director or employee of any of its

related corporations; and
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(i) a pension fund, provident fund or employee share scheme of the corporation or of a related
corporation of the corporation;

() without limiting the circumstances in which paragraphs (a) to (k) apply, in circumstances concerning
the securities of or other interest in a corporation, or rights arising out of the holding of such securities
or such interest, any other person with whom the person has an agreement or arrangement-

(i)  with respect to the acquisition, holding or disposal of such securities or such interest; or
(it) under which they undertake to act together in exercising their voting power at general meetings
of the corporation;
associated entity (55 E H5), in relation to an intermediary, means a company, or a registered non-Hong

Kong company as defined by section 2(1) of the Companies Ordinance (Cap 622), which- (Amended 30

of 2004 s. 3; 28 of 2012 ss. 912 & 920)

(a) isin a controlling entity relationship with the intermediary; and

(b) receives or holds in Hong Kong client assets of the intermediary;

auditor (£%#;Hf) means a certified public accountant (practising) as defined in the Professional Accountants
Ordinance (Cap 50), or such other person as is prescribed by rules made under section 397 of this
Ordinance for the purposes of this definition; (Amended 23 of 2004 s. 56)

authorized automated trading services (R 7] H B3 AR #5) means automated trading services which a
person is authorized to provide under section 95(2) of this Ordinance;

authorized financial institution (32 1] A 75 ff#%) means an authorized institution as defined in section 2(1) of
the Banking Ordinance (Cap 155);

automated trading services (H &{L.38 Z5 i #5) has the meaning assigned to it by Part 2 of Schedule 5 to this
Ordinance;

bank ($R1T) means any institution carrying on business similar to-

(@) the banking business within the meaning of the Banking Ordinance (Cap 155) as carried on by an
authorized financial institution; or

(b) the business of taking deposits within the meaning of that Ordinance as carried on by an authorized
financial institution,

whether it is an authorized financial institution or not, and banker ($£17) shall be construed accordingly;

bank incorporated outside Hong Kong (£ 7 #: DLINE 7 57 By i B A $R1T) means a bank incorporated
outside Hong Kong that is not an authorized financial institution;
banker's books (#2171} includes-
(@) books of a banker;
(b) cheques, orders for the payment of money, bills of exchange and promissory notes in the possession of
a banker;
(c) securities in the possession of a banker, whether as a pledge or otherwise; and
(d) any material in which information is recorded (however compiled or stored, and whether recorded in a
legible form or recorded otherwise than in a legible form but is capable of being reproduced in a
legible form) and which is used in the ordinary course of business of a bank;
books (# {ff}) includes-
(a) accounts and any accounting information; and
(b) in the case of a banker, any banker's books,
however compiled or stored, and whether recorded in a legible form or recorded otherwise than in a legible
form but is capable of being reproduced in a legible form;
broadcast (&%), in relation to any material (however described), includes having the information contained in
the material broadcast;
broadcaster (& #%&=% ) means a person who lawfully-
(a) establishes and maintains a broadcasting service within the meaning of Part 3A of the
Telecommunications Ordinance (Cap 106); or
(b) provides a broadcasting service as defined in section 2(1) of the Broadcasting Ordinance (Cap 562);
business day (‘& =% H) means a day other than-
(a) apublic holiday; (Amended 9 of 2012 s. 53)
(ab) a Saturday; and (Added 9 of 2012 s. 53)
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(b) a gale warning day or a black rainstorm warning day as defined in section 71(2) of the Interpretation
and General Clauses Ordinance (Cap 1);

certificate of deposit ({£5XZ8) means a document relating to money, in any currency, which has been deposited
with the issuer or some other person, being a document which recognizes an obligation to pay a stated
amount to bearer or to order, with or without interest, and being a document by the delivery of which, with
or without endorsement, the right to receive that stated amount, with or without interest, is transferable
(and, in the case of any such document which is a prescribed instrument by virtue of paragraph (a) of the
definition of prescribed instrument in section 137B(1) of the Banking Ordinance (Cap 155), such
document includes any right or interest referred to in paragraph (b) of that definition in respect of such
document);

certified public accountant (& ={Fifi) means a certified public accountant as defined in section 2 of the
Professional Accountants Ordinance (Cap 50); (Replaced 23 of 2004 s. 56)

charge (£2) includes any form of security, including a mortgage;

e A

clearing house (%5 &LFT) means a person-

(@) whose activities or objects include the provision of services for the clearing and settlement of
transactions in securities effected on a recognized stock market or subject to the rules of a recognized
exchange company;

(b) whose activities or objects include the provision of services for-

(i) the clearing and settlement of transactions in futures contracts; or
(ii) the day-to-day adjustment of the financial position of futures contracts,
effected on a recognized futures market or subject to the rules of a recognized exchange company; or
(c) who guarantees the settlement of any such transactions as are referred to in paragraph (a) or (b),
but does not include a corporation operated by or on behalf of the Government;
clearing participant (55 ffr 22 Ei1 3) means a person-

(@) who, in accordance with the rules of a recognized clearing house, may participate in one or more of the
services provided by the clearing house in its capacity as a clearing house; and

(b) whose name is entered in a list, roll or register kept by that recognized clearing house as a person who
may participate in one or more of the services provided by that clearing house;

client (& ), in relation to an intermediary, means a person for whom the intermediary provides a service the
provision of which constitutes a regulated activity, and-

(@) includes another intermediary that-

(i)  deposits securities;

(i)  deposits money; or

(iii) deposits any property as collateral,
with the first-mentioned intermediary;

(b) in connection with a leveraged foreign exchange contract, does not include a recognized counterparty;

client assets (& =&z ) means-

(@) client securities and collateral; and

(b) client money;

client collateral (% = 5,) means-
(&) securities collateral; and
(b) other collateral,
client money (& F 2 3H)-
(@) inrelation to a licensed corporation, means any money-
(i) received or held by or on behalf of the licensed corporation; or
(if) received or held by or on behalf of any corporation which is in a controlling entity relationship
with the licensed corporation,
which is so received or held on behalf of a client of the licensed corporation or in which a client of the
licensed corporation has a legal or equitable interest, and includes any accretions thereto whether as
capital or income; or

(b) in relation to a registered institution, means any money-

(i) received or held by or on behalf of the registered institution, in the course of the conduct of any
regulated activity for which the registered institution is registered; or
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(i)

(i)
(i)

(i)
(i)

(i)

(ii)

(i)

received or held by or on behalf of any corporation which is in a controlling entity relationship
with the registered institution, in relation to such conduct of the regulated activity,
which is so received or held on behalf of a client of the registered institution or in which a client of the
registered institution has a legal or equitable interest, and includes any accretions thereto whether as
capital or income;
client securities (& P25 %5)-
(@) inrelation to a licensed corporation, means any securities (other than securities collateral)-
received or held by or on behalf of the licensed corporation; or
received or held by or on behalf of any corporation which is in a controlling entity relationship
with the licensed corporation,
which are so received or held on behalf of a client of the licensed corporation or in which a client of
the licensed corporation has a legal or equitable interest; or
(b) in relation to a registered institution, means any securities (other than securities collateral)-
received or held by or on behalf of the registered institution, in the course of the conduct of any
regulated activity for which the registered institution is registered; or
received or held by or on behalf of any corporation which is in a controlling entity relationship
with the registered institution, in relation to such conduct of the regulated activity,
which are so received or held on behalf of a client of the registered institution or in which a client of
the registered institution has a legal or equitable interest;
client securities and collateral (& 28 75 K #H# 5) means-
(@) client securities; and
(b) client collateral,
collective investment scheme ((£45 2 & 2121) means-
(a) arrangements in respect of any property-
under which the participating persons do not have day-to-day control over the management of the
property, whether or not they have the right to be consulted or to give directions in respect of
such management;
under which-
(A) the property is managed as a whole by or on behalf of the person operating the

(B)
(©)

arrangements;

the contributions of the participating persons and the profits or income from which
payments are made to them are pooled; or

the property is managed as a whole by or on behalf of the person operating the
arrangements, and the contributions of the participating persons and the profits or income
from which payments are made to them are pooled; and

the purpose or effect, or pretended purpose or effect, of which is to enable the participating
persons, whether by acquiring any right, interest, title or benefit in the property or any part of the
property or otherwise, to participate in or receive-

(A) profits, income or other returns represented to arise or to be likely to arise from the

(B)

acquisition, holding, management or disposal of the property or any part of the property, or
sums represented to be paid or to be likely to be paid out of any such profits, income or
other returns; or

a payment or other returns arising from the acquisition, holding or disposal of, the exercise
of any right in, the redemption of, or the expiry of, any right, interest, title or benefit in the
property or any part of the property; or

(b) arrangements which are arrangements, or are of a class or description of arrangements, prescribed by
notice under section 393 of this Ordinance as being regarded as collective investment schemes in
accordance with the terms of the notice,

but does not include-

(i) arrangements operated by a person otherwise than by way of business;

(ii) arrangements under which each of the participating persons is a corporation in the same group of
companies as the person operating the arrangements;

(iii) arrangements under which each of the participating persons is a bona fide employee or former
employee of a corporation in the same group of companies as the person operating the arrangements,
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or a spouse, widow, widower, minor child (natural or adopted) or minor step-child of such employee or
former employee;

(iv) franchise arrangements under which the franchisor or franchisee earns profits or income by exploiting
a right conferred by the arrangements to use a trade name or design or other intellectual property or the
goodwill attached to it;

(v) arrangements under which money is taken by a solicitor from his client, or as a stakeholder, acting in
his professional capacity in the ordinary course of his practice;

(vi) arrangements made for the purposes of any fund or scheme maintained by the Commission, or by a
recognized exchange company, recognized clearing house, recognized exchange controller or
recognized investor compensation company, under any provision of this Ordinance for the purpose of
providing compensation in the event of default by an exchange participant or a clearing participant;

(vii) arrangements made by any credit union in accordance with the objects thereof;

(viii) arrangements made for the purposes of any chit-fund permitted to operate under the Chit-Fund
Businesses (Prohibition) Ordinance (Cap 262);

(ix) arrangements made for the purposes of the Exchange Fund established by the Exchange Fund
Ordinance (Cap 66);

(x) arrangements which are arrangements, or are of a class or description of arrangements, prescribed by
notice under section 393 of this Ordinance as not being regarded as collective investment schemes in
accordance with the terms of the notice;

Commission (E5E5%) means the Securities and Futures Commission referred to in section 3(1) of this

Ordinance;

Commissioner of the Independent Commission Against Corruption (B&E{EL &) means the person who holds
the office of the Commissioner of the Independent Commission Against Corruption pursuant to section 5 of

the Independent Commission Against Corruption Ordinance (Cap 204); (Amended 14 of 2003 s. 24)

company (Z\H]) means a company as defined in section 2(1) of the Companies Ordinance (Cap 622);

(Amended 28 of 2012 ss. 912 & 920)

compensation fund (HZ{E%L4) means the Investor Compensation Fund established under section 236 of this
Ordinance;

conduct ({7 5) includes any act or omission, and any series of acts or omissions;

constitution (E7F£), in relation to a corporation, including a recognized exchange company, recognized clearing
house, recognized exchange controller or recognized investor compensation company, means-

(a) where the corporation is a company, the articles of association of the corporation; or (Amended 28 of
2012 ss. 912 & 920)

(b) inany other case, any other instrument providing for the constitution of the corporation;

controlling entity (J4HEE#S), in relation to a corporation, means a person who, either alone or with any of his
associates-

(@) is entitled to exercise or control the exercise of not less than-

(i)  subject to subparagraph (ii), 20%; or
(if) where any other percentage is prescribed by rules made under section 397 of this Ordinance for
the purposes of this definition, such other percentage,
of the voting power at general meetings of the corporation;
(b) has the right to nominate any of the directors of the corporation; or
(c) has an interest in shares carrying the right to-
(i)  veto any resolution; or
(i) amend, modify, limit or add conditions to any resolution,
at general meetings of the corporation;
controlling entity relationship (FEHEE #2R%E{R), in relation to a corporation, means its relationship with an
intermediary by virtue of-

(a) the intermediary being a controlling entity of the corporation;

(b) the corporation being a controlling entity of the intermediary; or

(c) another person, who is a controlling entity of the corporation, being also a controlling entity of the
intermediary;

corporation (7% [E]) means a company or other body corporate incorporated either in Hong Kong or elsewhere,
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but does not include a company or other body corporate which is prescribed by rules made under section

397 of this Ordinance for the purposes of this definition as being exempted from the provisions of this

Ordinance, or to the extent that it is prescribed by rules so made as being exempted from any provision of

this Ordinance;

court ((EEE ~ 7%EBE) includes a magistrate and a tribunal;
credit union (& A Bf7it) means a credit union registered under the Credit Unions Ordinance (Cap 119);
currency and interest rate-linked instrument (& K7 f1]=224 &) 2= 482) means-

(&) an instrument that is a structured product only because some or all of the return or amount due (or both
the return and the amount due) or the method of settlement is determined by reference to a
combination of-

(i) changes in the value or level (or a range within the value or level) of any one or more currency
exchange rates or currency exchange rate indices or the occurrence or non-occurrence of any
specified event or events relating to any one or more currency exchange rates or currency
exchange rate indices; and

(if) changes in the value or level (or a range within the value or level) of any one or more interest
rates or interest rate indices or the occurrence or non-occurrence of any specified event or events
relating to any one or more interest rates or interest rate indices; or

(b) any interests, rights or property prescribed, or of a class or description prescribed, by notice under
section 392 of this Ordinance as being regarded as currency and interest rate-linked instruments in
accordance with the notice,

but does not include any interests, rights or property prescribed, or of a class or description prescribed, by

notice under section 392 of this Ordinance as not being regarded as currency and interest rate-linked

instruments in accordance with the notice; (Added 8 of 2011 s. 14)

currency-linked instrument (& B $2545) means-

(&) an instrument that is a structured product only because some or all of the return or amount due (or both
the return and the amount due) or the method of settlement is determined by reference to one or more
of-

(i) changes in the value or level (or a range within the value or level) of any one or more currency
exchange rates or currency exchange rate indices; or

(i) the occurrence or non-occurrence of any specified event or events relating to any one or more
currency exchange rates or currency exchange rate indices; or

(b) any interests, rights or property prescribed, or of a class or description prescribed, by notice under
section 392 of this Ordinance as being regarded as currency-linked instruments in accordance with the
notice,

but does not include any interests, rights or property prescribed, or of a class or description prescribed, by

notice under section 392 of this Ordinance as not being regarded as currency-linked instruments in

accordance with the notice; (Added 8 of 2011 s. 14)

data material (B354 %)) means a document or other material used with or produced by any information
system;
dealing (32 %)-

(@ in relation to securities, means, whether as principal or agent, making or offering to make an
agreement with another person, or inducing or attempting to induce another person, to enter into or to
offer to enter into an agreement-

(i) for or with a view to acquiring, disposing of, subscribing for or underwriting securities; or

(if) the purpose or pretended purpose of which is to secure a profit to any of the parties from the
yield of securities or by reference to fluctuations in the value of securities; or

(b) in relation to futures contracts, means, whether as principal or agent-

(i) making or offering to make an agreement with another person to enter into, or to acquire or
dispose of, a futures contract;

(if) inducing or attempting to induce another person to enter into, or to offer to enter into, a futures
contract; or

(iii) inducing or attempting to induce another person to acquire or dispose of a futures contract;

debenture ({Ef#2%) includes debenture stocks, bonds, and other debt securities of a corporation, whether
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constituting a charge on the assets of the corporation or not; (Amended 8 of 2011 s. 14)

defalcation (J&52%) means misapplication, including misappropriation, of any property;

director (E£25) includes a shadow director and any person occupying the position of director by whatever name
called;

disclosure proceedings (AT 22 FIHFEHFE ) has the meaning given by section 3071(1) of this Ordinance;
(Added 9 of 2012 s. 11)

document (3Zf4f) includes any register and books, any tape recording and any form of input or output into or
from an information system, and any other document or similar material (whether produced mechanically,
electronically, magnetically, optically, manually or by any other means);

exchange participant (%2 7 fif 22 Bl 3%) means a person-

(@ who, in accordance with the rules of a recognized exchange company, may trade through that
exchange company or on a recognized stock market or a recognized futures market operated by that
exchange company; and

(b) whose name is entered in a list, roll or register kept by that recognized exchange company as a person
who may trade through that exchange company or on a recognized stock market or a recognized
futures market operated by that exchange company;

executive director (E{TEZE), in relation to the Commission, means the chief executive officer of the

Commission or any other person who is appointed as an executive director of the Commission under section

1 of Part 1 of Schedule 2 to this Ordinance (whether or not acting in any other capacity under that Part);

(Amended 15 of 2006 s. 5)

executive officer (£& A\ &)-

(@) inrelation to a licensed corporation, means a responsible officer of the licensed corporation;

(b) in relation to a registered institution, means a person who is an executive officer of the registered
institution under the Banking Ordinance (Cap 155); or

(c) inrelation to an associated entity of an intermediary, means any director of the associated entity who is
responsible for directly supervising the receiving or holding by the associated entity of client assets of
the intermediary;

fee (22 ) includes a charge;

financial accommodation (H4 %538 ) means a loan or other arrangement under which a person is or is to be
provided with credit, whether directly or through a third party, and in particular includes an overdraft, a
discounted negotiable instrument, a guarantee, a forbearance from enforcing any debt that in substance is a
loan, and also includes an agreement to secure the payment or repayment of any such accommodation;
financial product (gl ) means-
(@) any securities;
(b) any futures contract;
(c) any collective investment scheme;
(d) any leveraged foreign exchange contract;
(e) any structured product; (Added 8 of 2011 s. 14)
financial resources rules (B4 EX& 5 #7 HI)) means rules made under section 145 of this Ordinance;

financial year (Hf B4 FE)-
(@) in relation to the Commission, means the financial year referred to in section 13(1) of this Ordinance;
or
(b) inrelation to an intermediary, or an associated entity of an intermediary, means-

(i) the financial year in respect of which notification is given to the Commission under section
155(1) of this Ordinance or, where an approval is granted under section 155(3)(a) of this
Ordinance, the financial year in respect of which the approval is granted;

(if) the financial year in respect of which notification is given to the Monetary Authority under
section 59B(1) of the Banking Ordinance (Cap 155) or, where an approval is granted under
section 59B(3)(a) of that Ordinance, the financial year in respect of which the approval is
granted; or

(iii) in any other case, a period of 12 consecutive months ending on 31 March in a calendar year;

function (i&gE) includes power and duty;
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futures contract (Ei & &%) means-

(a) acontract or an option on a contract made under the rules or conventions of a futures market;

(b) interests, rights or property which is interests, rights or property, or is of a class or description of
interests, rights or property, prescribed by notice under section 392 of this Ordinance as being regarded
as futures contracts in accordance with the terms of the notice,

but does not include interests, rights or property which is interests, rights or property, or is of a class or

description of interests, rights or property, prescribed by notice under section 392 of this Ordinance as not

being regarded as futures contracts in accordance with the terms of the notice;

Futures Exchange Company (HA%ZFfr) means the company incorporated, and registered by the name Hong
Kong Futures Exchange Limited, under the relevant Ordinance; (Amended 28 of 2012 ss. 912 & 920)
futures market (Hf & 715) means a place at which facilities are provided for persons to negotiate or conclude

sales and purchases of, or for bringing together on a regular basis sellers and purchasers of-

(a) contracts the effect of which is-

(i) that one party agrees to deliver to the other party at an agreed future time an agreed property, or
an agreed quantity of a property, at an agreed price; or

(ii) that the parties will make an adjustment between them at an agreed future time according to
whether at that time an agreed property is worth more or less or an index or other factor stands at
a higher or lower level than a value or level agreed at the time of making of the contract; or

(b) options on contracts of the kind described in paragraph (a),

where-

(i) the contracts or options of the kind described in paragraph (a) or (b) are novated or guaranteed by a
central counterparty under the rules or conventions of the market on which they are traded; or

(ii) the contractual obligations under the contracts or options of the kind described in paragraph (a) or (b)
are normally discharged before the contractual expiry date under the rules or conventions of the market
on which they are traded,

but does not include the office of a recognized clearing house;

group of companies (£ &]££[E]) means any 2 or more corporations one of which is the holding company of the
other or others (as the case may be);
hold (354, in relation to any property, includes-

(a) possession of the property;

(b) being registered or otherwise recorded, as having title to or being entitled to receive the property, in
any register or other record (however compiled or stored) which is established or created for the
purpose of identifying persons having title to or being entitled to receive any property; and

(c) in the case of a person carrying on business, the person being in a position to transfer the property to
himself or otherwise receive the benefit of the property-

(i)  where another person has a legal or equitable interest in the property;

(i) where there is a connection between the property and the business which is carried on by the
person; and

(iii) regardless of whether it would be lawful or unlawful for the person to transfer the property to
himself or otherwise receive the benefit of the property,

but does not include, in the case of a cheque or other order made payable to any person, the possession of

the cheque or other order during the course of dispatching or delivering it to that person or any other person

on behalf of that person;

holding company (#2#£/\&]) means, in relation to a corporation, any other corporation of which it is a
subsidiary; (Replaced 28 of 2012 ss. 912 & 920)

incorporated (5%17 ~ %17 F72%[E) includes formed or established, by whatever means;

information (&l ~ EF} ~ JHE) includes data, text, images, sound codes, computer programmes, software
and databases, and any combination thereof;

information system (&:H-%25#) means an information system as defined in section 2(1) of the Electronic

Transactions Ordinance (Cap 553);

Insurance Authority (£ Z£55E) means the Insurance Authority appointed under section 4 of the Insurance

Companies Ordinance (Cap 41);
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insurer (£ A) means an insurer as defined in section 2(1) of the Insurance Companies Ordinance (Cap 41);

interest rate-linked instrument (FI] 22 H £ ZZ ) means-

(&) an instrument that is a structured product only because some or all of the return or amount due (or both
the return and the amount due) or the method of settlement is determined by reference to one or more
of-

(i) changes in the value or level (or a range within the value or level) of any one or more interest
rates or interest rate indices; or

(i) the occurrence or non-occurrence of any specified event or events relating to any one or more
interest rates or interest rate indices; or

(b) any interests, rights or property prescribed, or of a class or description prescribed, by notice under
section 392 of this Ordinance as being regarded as interest rate-linked instruments in accordance with
the notice,

but does not include any interests, rights or property prescribed, or of a class or description prescribed, by

notice under section 392 of this Ordinance as not being regarded as interest rate-linked instruments in

accordance with the notice; (Added 8 of 2011 s. 14)

intermediary (4147 _A.) means a licensed corporation or a registered institution;

judicial or other proceedings (F]7E B H 1t {FF2 /) means any legal proceedings, whether in the nature of
judicial proceedings or otherwise;

legal officer (R A\ &) means a legal officer as defined in section 2 of the Legal Officers Ordinance (Cap 87);

leveraged foreign exchange contract (FEfE X YMNEZS Z &%) has the meaning assigned to it by Part 2 of

Schedule 5 to this Ordinance;

leveraged foreign exchange trading (TE5 =4 MHE S &) has the meaning assigned to it by Part 2 of Schedule 5
to this Ordinance;
licence (i} ~ f% &) means a licence granted under section 116, 117, 120 or 121 of this Ordinance, and licensed

(JEZERE ~ F7f#) shall be construed accordingly;

licensed corporation (¥ff# 2 [E]) means a corporation which is granted a licence under section 116 or 117 of
this Ordinance;

licensed person (¥Ff# A) means a licensed corporation or a licensed representative;

licensed representative (35fi%{{3%) means an individual who is granted a licence under section 120 or 121 of
this Ordinance;

liquidator (J&#% M) includes a provisional liquidator;

listed (_=Tf7) means listed on a recognized stock market, and for the purposes of this definition-

(a) a corporation shall be regarded as listed if any of its securities are listed,

(b) securities shall be regarded as listed when a recognized exchange company has, on the application of
the corporation which issued them, or on the application of a holder of them, agreed to allow, subject
to the requirements of this Ordinance, dealings in those securities to take place on a recognized stock
market, and shall continue to be so regarded during a period of suspension of dealings in those
securities on the recognized stock market;

listing (_=7f7), in relation to securities, means the process by which the securities are listed;

live broadcast (%), in relation to any material (however described), means having the material broadcast
without its being recorded in advance;

Mandatory Provident Fund Schemes Authority (f&<:J5;) means the Mandatory Provident Fund Schemes
Authority established under section 6 of the Mandatory Provident Fund Schemes Ordinance (Cap 485);

market contract (754 %) means a contract subject to the rules of a recognized clearing house entered into by

the clearing house with a clearing participant pursuant to a novation which is both in accordance with those
rules and for the purposes of the clearing and settlement of transactions in securities or futures contracts
effected on a recognized stock market or a recognized futures market or subject to the rules of a recognized
exchange company;

market misconduct (Ffit54< & 17 /%) has the meaning assigned to it by section 245(1) of this Ordinance;
Market Misconduct Tribunal (i34 11538 # %) means the Market Misconduct Tribunal established by

18



section 251 of this Ordinance;
member (% &), in relation to the Commission, means- (Amended 15 of 2006 s. 5)
(@) the chairman of the Commission; or
(b) the chief executive officer or any other executive director or non-executive director of the Commission
(whether or not acting in any other capacity under Part 1 of Schedule 2 to this Ordinance); (Amended
15 of 2006 s. 5)
minor (AR 4F), in relation to a person, means not having attained the age of 18 years;

misfeasance (M~ 175) means the performance of an otherwise lawful act in a wrongful manner;

Monetary Authority (EiE ¥ E 5) means the Monetary Authority appointed under section 5A of the
Exchange Fund Ordinance (Cap 66);
money laundering activities (/¢ #575 Ef)) means activities intended to have the effect of making any property-
(@) which is the proceeds obtained from the commission of an offence under the laws of Hong Kong, or of
any conduct which if occurred in Hong Kong would constitute an offence under the laws of Hong
Kong; or
(b) Whicgh in whole or in part, directly or indirectly, represents such proceeds,
not to appear to be or so represent such proceeds;
multilateral agency (%32 #f#%) means a body specified in Part 4;

non-executive director (FEEN{TEZE), in relation to the Commission, means a person who is appointed as a
non-executive director of the Commission under section 1 of Part 1 of Schedule 2 to this Ordinance
(whether or not acting in any other capacity under that Part); (Amended 15 of 2006 s. 5)

non-Hong Kong company (FEZF 7/ 5]) has the meaning given by section 2(1) of the Companies Ordinance
(Cap 622); (Added 30 of 2004 s. 3. Amended 28 of 2012 ss. 912 & 920)

number (%), in relation to shares which in the context can be construed to include stock, includes amount;

officer (FFk A\ &)-
(&) inrelation to a corporation, means a director, manager or secretary of, or any other person involved in
the management of, the corporation; or
(b) in relation to an unincorporated body, means any member of the governing body of the unincorporated
body;
Official Receiver (HY 7 & % ) means the Official Receiver appointed under section 75 of the
Bankruptcy Ordinance (Cap 6);
Ombudsman (FHEFE &) means The Ombudsman referred to in section 3(1) of The Ombudsman Ordinance
(Cap 397);
other collateral (A 55)-
(@) inrelation to a licensed corporation, means any property (other than securities or money)-

(i) deposited with, or otherwise provided by or on behalf of a client of the licensed corporation to,
the licensed corporation; or

(if) deposited with, or otherwise provided by or on behalf of a client of the licensed corporation to,
any other intermediary or person,

which is so deposited or provided-

(A) as security for the provision by the licensed corporation of financial accommodation; or

(B) to facilitate the provision by the licensed corporation of financial accommodation under an
arrangement that confers on the licensed corporation a collateral interest in the property; or

(b) in relation to a registered institution, means any property (other than securities or money)-

(i) deposited with, or otherwise provided by or on behalf of a client of the registered institution to,
the registered institution, in the course of the conduct of any regulated activity for which the
registered institution is registered; or

(if) deposited with, or otherwise provided by or on behalf of a client of the registered institution to,
any other intermediary or person, in relation to such conduct of the regulated activity,

which is so deposited or provided-

(A) as security for the provision by the registered institution of financial accommodation; or

(B) to facilitate the provision by the registered institution of financial accommodation under an
arrangement that confers on the registered institution a collateral interest in the property;
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performance (£417), in relation to a function, includes discharge and exercise;

possession (‘& 75), in relation to any matter, includes custody, control and power of or over the matter;

Privacy Commissioner for Personal Data (F.[&E &) means the Privacy Commissioner for Personal Data
established under section 5(1) of the Personal Data (Privacy) Ordinance (Cap 486);

professional investor (L% & &) means-

(@)

(b)
(©)
(d)
(€)

()

(9)

(h)
(i)

@)

any recognized exchange company, recognized clearing house, recognized exchange controller or
recognized investor compensation company, or any person authorized to provide automated trading
services under section 95(2) of this Ordinance;
any intermediary, or any other person carrying on the business of the provision of investment services
and regulated under the law of any place outside Hong Kong;
any authorized financial institution, or any bank which is not an authorized financial institution but is
regulated under the law of any place outside Hong Kong;
any insurer authorized under the Insurance Companies Ordinance (Cap 41), or any other person
carrying on insurance business and regulated under the law of any place outside Hong Kong;
any scheme which-
(i) isacollective investment scheme authorized under section 104 of this Ordinance; or
(ii) is similarly constituted under the law of any place outside Hong Kong and, if it is regulated under
the law of such place, is permitted to be operated under the law of such place,
or any person by whom any such scheme is operated,;
any registered scheme as defined in section 2(1) of the Mandatory Provident Fund Schemes Ordinance
(Cap 485), or its constituent fund as defined in section 2 of the Mandatory Provident Fund Schemes
(General) Regulation (Cap 485 sub. leg. A), or any person who, in relation to any such registered
scheme, is an approved trustee or service provider as defined in section 2(1) of that Ordinance or who
is an investment manager of any such registered scheme or constituent fund;
any scheme which-
(i) is a registered scheme as defined in section 2(1) of the Occupational Retirement Schemes
Ordinance (Cap 426); or
(ii) is an offshore scheme as defined in section 2(1) of that Ordinance and, if it is regulated under the
law of the place in which it is domiciled, is permitted to be operated under the law of such place,
or any person who, in relation to any such scheme, is an administrator as defined in section 2(1) of that
Ordinance;
any government (other than a municipal government authority), any institution which performs the
functions of a central bank, or any multilateral agency;
except for the purposes of Schedule 5 to this Ordinance, any corporation which is-
(i) awholly owned subsidiary of-
(A) an intermediary, or any other person carrying on the business of the provision of
investment services and regulated under the law of any place outside Hong Kong; or
(B) an authorized financial institution, or any bank which is not an authorized financial
institution but is regulated under the law of any place outside Hong Kong;
(i) aholding company which holds all the issued share capital of-
(A) an intermediary, or any other person carrying on the business of the provision of
investment services and regulated under the law of any place outside Hong Kong; or
(B) an authorized financial institution, or any bank which is not an authorized financial
institution but is regulated under the law of any place outside Hong Kong; or
(iii) any other wholly owned subsidiary of a holding company referred to in subparagraph (ii); or
any person of a class which is prescribed by rules made under section 397 of this Ordinance for the
purposes of this paragraph as within the meaning of this definition for the purposes of the provisions of
this Ordinance, or to the extent that it is prescribed by rules so made as within the meaning of this
definition for the purposes of any provision of this Ordinance;

property (B4 ) includes-

(a)
(b)

money, goods, choses in action and land, whether in Hong Kong or elsewhere; and
obligations, easements and every description of estate, interest and profit, present or future, vested or
contingent, arising out of or incident to property as defined in paragraph (a);
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prospectus (¥ =F2) means prospectus as defined in section 2(1) of the Companies (Winding Up and

Miscellaneous Provisions) Ordinance (Cap 32); (Replaced 30 of 2004 s. 3. Amended 28 of 2012 ss. 912
& 920)

public (23 A% ~ K A-) means the public of Hong Kong, and includes any class of that public;

purchase (& ~ B§H), in relation to securities, includes subscribing for or acquiring the securities, in whatever
form the consideration may be;
qualifying credit rating (& & 1% {2 E3F#%) means-
(a) a credit rating specified in Part 5; or
(b) any credit rating which, in the opinion of the Commission, is equivalent to a credit rating specified in
Part 5;
recognized clearing house (¥ A]#%5 5. FT) means a company recognized as a clearing house under section 37(1)
of this Ordinance;
recognized counterparty (32 1] %f 5= /5) means-
(a) an authorized financial institution;
(b) in relation to a particular transaction conducted by a corporation licensed for Type 3 regulated activity,
another corporation which is also so licensed; or
(c) an institution prescribed by rules made under section 397 of this Ordinance for the purposes of this
definition as a recognized counterparty;

recognized exchange company (¥ 7] %2 55 Fft) means a company recognized as an exchange company under
section 19(2) of this Ordinance;

recognized exchange controller (2 H]#&( A) means a company recognized as an exchange controller under
section 59(2) of this Ordinance;

recognized futures market (F¥HJHAEH35) means a futures market operated by a recognized exchange
company;

recognized investor compensation company (FER]#: & EES{E/\E]) means a company recognized as an
investor compensation company under section 79(1) of this Ordinance;

recognized stock market (22 1] 25 #% Tf115) means a stock market operated by a recognized exchange company;

record (. #%) means any record of information (however compiled or stored) and includes-

(@) any books, deeds, contract or agreement, voucher, receipt or data material, or information which is
recorded otherwise than in a legible form but is capable of being reproduced in a legible form; and

(b) any document, disc, tape, sound track or other device in which sounds or other data (hot being visual
images) are embodied so as to be capable (with or without the aid of other equipment) of being
reproduced, and any film (including a microfilm), tape or other device in which visual images are
embodied so as to be capable (with or without the aid of other equipment) of being reproduced;

registered (¥ fff) means registered under section 119 of this Ordinance, and "registration" (F¥{ff}) shall be
construed accordingly;

registered institution (E{FF44%) means an authorized financial institution which is registered under section
119 of this Ordinance;

Registrar of Companies (2 &)z} iE £=) means the Registrar of Companies appointed under section 21(1)
of the Companies Ordinance (Cap 622); (Amended 28 of 2012 ss. 912 & 920)

regulated activity (57 3R V5 Ef) means any of the regulated activities specified in Part 1 of Schedule 5 to this

Ordinance, and a reference to a type of regulated activity by number shall be construed as a reference to the
type of regulated activity of that number as specified in that Part;

regulated investment agreement (57 #1%& % & [7/7%) means an agreement the purpose or effect, or pretended

purpose or effect, of which is to provide, whether conditionally or unconditionally, to any party to the
agreement a profit, income or other returns calculated by reference to changes in the value of any property,
but does not include an interest in a collective investment scheme;

relevant Ordinance ( (5 E&{&{1) ) means the Companies Ordinance (Cap 32) as in force from time to time

before the commencement date* of section 2 of Schedule 9 to the Companies Ordinance (Cap 622);
(Added 28 of 2012 ss. 912 & 920)
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relevant provisions (45 {65 ) means the provisions of-

(a) this Ordinance;

(b) Parts Il and X1l of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap 32), so
far as those Parts relate, directly or indirectly, to the performance of functions relating to prospectuses,
whether or not such functions have been made the subject of a transfer order under section 25 or 68 of
this Ordinance; (Added 15 of 2011 s. 91. Amended 28 of 2012 ss. 912 & 920)

(ba) Part 5 of the Companies Ordinance (Cap 622), so far as that Part relates, directly or indirectly, to the
performance of functions relating to-

(i) the buy-back by a corporation of its own shares; or

(i) acorporation giving financial assistance for the acquisition of its own shares,

whether or not such functions have been made the subject of a transfer order under section 25 or 68 of
this Ordinance; (Added 28 of 2012 ss. 912 & 920)

(c) Parts Il and XII of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap 32),
for the purposes only of section 213 of this Ordinance, and so far as those Parts relate, directly or
indirectly, to an advertisement mentioned in section 38B(1) of that Ordinance; (Added 30 of 2004 s.
3. Amended 28 of 2012 ss. 912 & 920)

(d) Part 2 (except section 6) of the Anti-Money Laundering and Counter-Terrorist Financing (Financial
Institutions) Ordinance (Cap 615); (Added 15 of 2011 s. 91)

relevant share capital (55’ 4<) means the issued share capital of a corporation which is of a class carrying
rights to vote in all circumstances at general meetings of the corporation;

remuneration (M) includes money, any consideration, financial accommodation or benefit, whether paid,
provid