L. S. NO. 2 TO GAZETTE NO. 50/2002 L.N. 212 of 2002  B1647

L.N. 212 of 2002

SECURITIES AND FUTURES (CONTRACT NOTES, STATEMENTS
OF ACCOUNT AND RECEIPTS) RULES

CONTENTS

Section Page

PART 1

PRELIMINARY

1. COMMENCEIMEIT ....uiiiiiieeeeiiiiiiee e e e ettt e e e e ettt e e e e e st eeeeeeasnnteeeeessennnbaeeeeeaannns B1651
2. INEEIPIELATION ..vvvvviiiiiiiiiiiiii i e e e e e e e e e e e e e e eeeeearansseeeeees B1651
3. ADPPHCALION oo e e e e e e e e e e e e e e e enanees B1653
4, Avoidance of dUPliCAtION .........ceeviiiiiiiiiiiiiiiiiiccceeeeee e B1655

PART 2

PREPARATION AND PROVISION OF CONTRACT NOTES, STATEMENTS
OF ACCOUNT AND RECEIPTS
Division 1—Contract notes
5. Preparation and provision of contract nOtes .........ccccvvvevveeieiiieeeieeeeeiieiieeiiinns B1657
6. Consolidation of contract notes with daily statements of account ................. B1663
Division 2—Statements of account
7. Information required in all statements of account ................cceeeeeviiiiininnnnnen. B1663
8. Preparation and provision of daily statements of account relating to financial
ACCOMMOAATION 1.eiiiiiiieeeeiiiii ettt e e e e et e e e e et e e e e e s nneraeeeeas B1665
9. Preparation and provision of daily statements of account relating to margined
ETANSACTIONS ..vvvieeeieiiiiiieeeeeeiiiteeeeeeeetbteeeeeesssnaaeeeeeeastaseeeaeeessnsaeeeeeesannsseeeaens B1667
10. Consolidation of daily statements of aCCOUNT ..........c.eevvieeiiiiiiiieeiiiiiieee e, B1669
11. Preparation and provision of monthly statements of account ....................... B1671
12. Duty to provide statements of account Upon request ...........ccceeeeerviuvvveeeeennns B1675
Division 3—Receipts

13. Preparation and provision of T€CEIPLS ......ccvvvvviiiieiiiiiiiieeeeeeiiiee e B1677

PART 3

MISCELLANEOUS

14. Duty to provide copies of certain doCUmMENts ........cccccvevveeveeiiiieeeeeeeeieniiiiinnnns B1681

15. Language of dOCUMENTS ........coooiiiiiiiiiiee e B1681



L. S. NO. 2 TO GAZETTE NO. 50/2002 L.N. 212 of 2002  B1649

Section Page
16. REtention Of COPIES ....uuvviiiiiiiiiiiiiieiieeeee e e e e e e e e e e e e e e e e e e eenennes B1683
17. Provision of documents to Clients .........ccccooooiiiiiiiiiiiiiiiieeeiiee e B1683
18. Reporting of non-compliance with certain provisions of these Rules ............. B1683
19. PeNalties .ooveeieiiiee e e e e B1683

Schedule 1 Specified JUTISAICHIONS .....vviiiiiiiiiiiiiiiie e e e e e e e e e e e e e e e eeaeees B1685



L. S. NO. 2 TO GAZETTE NO. 50/2002 L.N. 212 of 2002  B1651

SECURITIES AND FUTURES (CONTRACT NOTES, STATEMENTS
OF ACCOUNT AND RECEIPTS) RULES

(Made by the Securities and Futures Commission under section 152
of the Securities and Futures Ordinance (Cap. 571))

PART 1

PRELIMINARY

1. Commencement

These Rules shall come into operation on the day appointed for the
commencement of the Securities and Futures Ordinance (Cap. 571).

2. Interpretation

In these Rules, unless the context otherwise requires—

“asset management” (BEE ) has the meaning assigned to it by Part 2 of
Schedule 5 to the Ordinance;

“balance” (%5fi%) includes, where applicable, money ledger balance;

“floating loss” ({#®#51H) means unrealized losses calculated by marking to
market open positions;

“floating profit” (7##)F|{#) means unrealized profits calculated by marking to
market open positions;

“foreign intermediary” (M4 \) means—

(a) a person who carries on a business of providing financial or
investment services and is regulated in respect of that business in
a specified jurisdiction; or

(b) a bank that is regulated under the law of a specified jurisdiction;

“margin ratio” (fR#E&*), in relation to each description of securities
collateral, means the percentage of the value of such collateral up to which
a client of an intermediary is permitted to borrow (or otherwise secure
other forms of financial accommodation) from the intermediary against
that particular description of securities collateral;

“margin value” (fR#&<{H{H), in relation to each description of securities
collateral, means the maximum amount of money which a client of an
intermediary is permitted to borrow (or otherwise secure other forms of
financial accommodation) from the intermediary against that particular
description of securities collateral;
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“margined transaction” (ff#43¢% ) means a relevant contract which requires

a client with whom or on whose behalf an intermediary has entered into
the relevant contract to—
(a) pay a margin to the intermediary; or
(b) provide security to the intermediary to meet the client’s
obligations,
other than under an arrangement where financial accommodation is
provided to the client by the intermediary;

“marking to market” (#ZMRTI{EFIHE %) means the method or procedure of
adjusting the valuation of open positions to reflect their current market
value;

“net equity” (##ii3%H), in relation to a client of an intermediary, means the
balance in the client’s account at any given time—

(a) plus any floating profit;

(b) less any floating loss; and

(¢) after adjusting for any income credited to and charges levied
against that account;

“relevant contract” (‘5 # & #J) means a contract entered into in Hong Kong by
an intermediary with or on behalf of a client of the intermediary in the
conduct by the intermediary of any of the businesses which constitute—

(a) any regulated activity for which the intermediary is licensed or
registered, that is a contract—

(1) for a dealing in securities (except a market contract); or
(i) for a dealing in futures contracts (except a market contract);
or

(b) the regulated activity of leveraged foreign exchange trading for
which the intermediary is licensed, that is a leveraged foreign
exchange contract;

“specified jurisdiction” (f§PARIEEER) means a jurisdiction specified in
Schedule 1.

3. Application

(1) These Rules, other than sections 11(4) and (5) and 13, do not apply
to—
(a) an intermediary licensed or registered for asset management; or
(b) an associated entity of such an intermediary,
in relation to the conduct by the intermediary of asset management.
(2) Where a client of an intermediary is a professional investor within the
meaning of—
(a) any of paragraphs (a) to (i) of the definition of “professional
investor” in section 1 of Part 1 of Schedule 1 to the Ordinance,
and—
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(1) the intermediary has notified the client in writing that unless
the client objects, the intermediary will not provide to the
client any contract notes, statements of account or receipts
(as the case may be) in accordance with these Rules and the
intermediary has not received any objection from the client;
or

(1) an associated entity of the intermediary has notified the
client in writing that unless the client objects, the associated
entity will not provide to the client any receipts in
accordance with these Rules and the associated entity has
not received any objection from the client; or

(b) paragraph (j) of the definition of “professional investor” in
section 1 of Part 1 of Schedule 1 to the Ordinance and has
agreed in writing with—

(1) the intermediary not to receive from the intermediary any
contract notes, statements of account or receipts (as the case
may be) in accordance with these Rules; or

(i1) an associated entity not to receive from the associated entity
any receipts in accordance with these Rules,

then section 5, 8, 9, 11 or 13 (as the case may be) does not apply to the
intermediary or the associated entity in relation to the client.

(3) For the avoidance of doubt, nothing in these Rules affects section 19
of the Stamp Duty Ordinance (Cap. 117).

4. Avoidance of duplication

(1) Where—
(a) a person is a client of 2 intermediaries;
(b) each of the intermediaries has entered into a relevant contract
for a dealing in securities or futures contracts; and
(¢) one of the intermediaries has agreed in writing with the other
intermediary to prepare and provide to the person a contract
note or statement of account in accordance with these Rules,
then that other intermediary is exempt from compliance with the provisions of
these Rules relating to the contract note or statement of account (as the case
may be) to the extent that the contract note or statement of account (as the
case may be) relates to the relevant contract.

(2) Where an intermediary has an arrangement with a foreign
intermediary that is a related corporation of the intermediary under which the
foreign intermediary will prepare and provide to a client of the intermediary a
contract note, statement of account or receipt (as the case may be) in
accordance with and to the extent required by the law of the specified
jurisdiction under which the foreign intermediary is regulated, then the
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intermediary is exempt from compliance with the provisions of these Rules
relating to the contract note, statement of account or receipt (as the case may
be).

(3) Where an associated entity of an intermediary which receives client
assets of an intermediary has an arrangement with a foreign intermediary that
is a related corporation of the intermediary under which the foreign
intermediary will prepare and provide to a client of the intermediary a receipt
in accordance with and to the extent required by the law of the specified
jurisdiction under which the foreign intermediary is regulated, then the
associated entity is exempt from compliance with the provisions of these Rules
relating to the receipt.

PART 2

PREPARATION AND PROVISION OF CONTRACT NOTES,
STATEMENTS OF ACCOUNT AND RECEIPTS

Division 1—Contract notes

5. Preparation and provision of contract notes

(1) Subject to subsection (2) and section 6, where an intermediary enters
into a relevant contract with or on behalf of a client, it shall—

(a) prepare a contract note in accordance with this section in respect
of the relevant contract; and

(b) provide the contract note to the client no later than the end of
the second business day after entering into the relevant contract.

(2) Subject to section 6, where an intermediary enters into more than one
relevant contract with or on behalf of the same client of the intermediary on
the same day—

(a) unless the client has given contrary instructions to the
intermediary, the intermediary may prepare a single contract
note which—

(1) records all of those relevant contracts; and

(i1) in respect of each of those relevant contracts, includes, to
the extent applicable, all of the information which, apart
from this subsection, would have been required to be
included in a contract note referred to in subsection (1)
under any of the provisions of subsections (3), (4), (5) and
(6); and
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(b) 1if such a single contract note is prepared, the intermediary shall
provide it to the client no later than the end of the second
business day after entering into those relevant contracts.

(3) A contract note referred to in subsection (1) shall include, to the
extent applicable, the following information—

(a) the name under which the intermediary carries on business;

(b) the name and account number of the client of the intermediary;

(¢) full particulars of the relevant contract including—

(1) the quantity, name, description and such other particulars
of the securities, futures contracts or leveraged foreign
exchange contracts involved, as are sufficient to enable
them to be identified;

(1) where the relevant contract is for a dealing in securities or
futures contracts, the nature of the dealing;

(111) the name of the market or exchange on which the relevant
contract has been executed; and

(iv) whether the relevant contract is for the opening or closing
of a position;

(d) where the relevant contract is not a leveraged foreign exchange
contract and the intermediary is acting as principal, an
indication that it is so acting;

(e) the date—

(1) on which the relevant contract is entered into;

(i1) of settlement or performance of the relevant contract; and

(ii1) on which the contract note is prepared;

(f) the rate or amount of commission payable in connection with
the relevant contract;

(g) the amount of stamp duty payable in connection with the
relevant contract;

(h) the amount of levy payable in connection with the relevant
contract; and

(i) the amount of charges payable in connection with the relevant
contract or, where the relevant contract 1s in respect of interests
in a collective investment scheme, the basis for calculation of
such charges.

(4) In addition to the information required to be included under
subsection (3), a contract note referred to in subsection (1) in respect of a
relevant contract for a dealing in securities shall include, to the extent
applicable, the following information—

(a) an indication that the client’s account is a margin account;

(b) subject to subsection (7), in the case of a purchase or sale, the
price per unit of the securities;
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(¢) an indication where it relates to—
(1) a short selling order; or
(1) a borrowing or lending of securities under a securities
borrowing and lending agreement; and

(d) the amount of consideration payable under the relevant
contract.

(5) In addition to the information required to be included under
subsection (3), a contract note referred to in subsection (1) in respect of a
relevant contract for dealing in futures contracts shall include, to the extent
applicable, the following information—

(a) subject to subsection (7), in the case of a purchase or sale, the
price per futures contract;

(b) where the futures contracts have been executed by an agent in
Hong Kong, the name of the agent; and

(c) where the futures contracts have been cleared by any clearing
agent other than the intermediary, the name of that clearing
agent.

(6) In addition to the information required to be included under
subsection (3), a contract note referred to in subsection (1) in respect of a
relevant contract that is a leveraged foreign exchange contract shall include, to
the extent applicable, the following information—

(a) where the intermediary is acting as agent, an indication that it is
so acting and the name of the person for whom it is acting;

(b) the date and time—

(1) of receipt of the client’s order; and
(i1) of execution of the leveraged foreign exchange contract;

(¢) any currency to which the leveraged foreign exchange contract

relates, and in relation to each such currency, particulars of—
(1) the amount involved;

(1) whether it is a sale or a purchase;

(111) the price at which it 1s executed; and

(iv) the interest rate; and

(d) the amount of margin deposit required.

(7) Where an intermediary has entered into a relevant contract with or
on behalf of a client in respect of a purchase or a sale of securities or futures
contracts, it may, at the request of the client, include in the contract note
referred to in subsection (1) in respect of the relevant contract—

(a) 1n the case of a purchase or sale of securities, the average price
per unit for the purchase or sale (as the case may be) of the same
description of securities, instead of the price per unit as referred
to in subsection (4)(b); or
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(b) 1n the case of a purchase or sale of future contracts, the average
price per contract for the purchase or sale (as the case may be) of
the same description of futures contracts, instead of the price per
contract as referred to in subsection (5)(a).

(8) Where an intermediary has included in a contract note referred to in
subsection (1) an average price as referred to in subsection (7) and the client in
question requests an analysis of such average price within 2 years after the date
on which the relevant contract is entered into, the intermediary shall provide to
the client no later than the end of the fifth business day after receiving the
request, the price per unit as referred to in subsection (4)(b) or the price per
contract as referred to in subsection (5)(a) (as the case may be).

6. Consolidation of contract notes with daily
statements of account

An intermediary may, instead of preparing and providing to a client one
or more than one contract note under section 5 in respect of one or more than
one relevant contract entered into on the same day, consolidate the contract
note with any statement of account it is required to prepare and provide to the
client under section 8 or 9 (or any consolidation of such statements of account
under section 10) in respect of the same day.

Division 2—Statements of account

7. Information required in all statements of account

Where an intermediary is required to prepare a statement of account
under section 8, 9, 11 or 12, it shall include the following information in the
statement of account—

(a) the name under which the intermediary carries on business;

() the name, address and account number of the client to whom the
intermediary is required to provide the statement of account;

(c¢) the date on which the statement of account is prepared; and

(d) where client assets of the client to whom the intermediary is
required to provide the statement of account are held for the
account of the client by an associated entity (other than an
authorized financial institution) of the intermediary, the name
under which the associated entity carries on business.
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8. Preparation and provision of daily statements of
account relating to financial accommodation

(1) Subject to section 10, where an intermediary provides financial
accommodation to a client and any event specified in subsection (3) takes place
in relation to the client, 1t shall—

(@)
(0)

prepare a statement of account in respect of the client in
accordance with subsection (2); and

provide the statement of account to the client no later than the
end of the second business day after the event takes place, or in
the case of an event specified in subsection (3)(a)(iii) or (b)(iii),
after the intermediary becomes aware that the event has taken
place.

(2) A statement of account referred to in subsection (1) shall include the
information required to be included under section 7 and, to the extent
applicable, the following information relating to the account of the client on
the day on which the event takes place—

(@)

(0)

(c)

(d)

(e)

(f)
(&)

(3) The
and (2)—
(@)

the outstanding balance of that account as at the beginning and
as at the end of that day and details of all movements in the
balance of that account during that day;

the quantity, and, in so far as readily ascertainable, the market
price and market value of each description of client securities
and collateral held for that account as at the end of that day;
the margin ratio and margin value of each description of
securities collateral held for that account as at the end of that
day;

details of all movements of client securities and collateral held
for that account during that day, including the quantity of each
description of client securities and collateral deposited in or
withdrawn from that account during that day;

details of all disposals initiated by the intermediary of client
securities and collateral held for that account during that day
and what happened to the proceeds of those disposals;

details of all income credited to and charges levied against that
account during that day; and

details of all financial accommodation provided to the client
during that day, including the nature, credit limit and expiry
date of the accommodation and the basis for calculation of
interest charges thereon.

following events are specified for the purpose of subsections (1)

a deposit of client assets by or on behalf of the client of the
intermediary with—
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()

(d)

(1) the intermediary;
(1) an associated entity of the intermediary; or
(111) any other person;
a withdrawal of client assets by or on behalf of the client of the
intermediary from—
(1) the intermediary;
(1) an associated entity of the intermediary; or
(i11) any other person;
a disposal initiated by the intermediary of any client securities
and collateral held for the account of the client; or
an adjustment by the intermediary to the account of the client
comprising—
(1) an adjustment of the amount of financial accommodation;
(i1) a credit to the account, including any credit to the account of
income except as a result of accrual of interest paid by the
intermediary or an associated entity of the intermediary; or
(1) a debit from the account, including any deduction of
charges from the account except as a result of accrual of
interest charged by the intermediary or an associated entity
of the intermediary.

9. Preparation and provision of daily statements
of account relating to margined transactions

(1) Subject to section 10, where an intermediary enters into margined
transactions with or on behalf of a client and any event specified in subsection
(3) takes place in relation to the client, it shall—

(@)
(b)

prepare a statement of account in respect of the client in
accordance with subsection (2); and

provide the statement of account to the client no later than the
end of the second business day after the event takes place.

(2) A statement of account referred to in subsection (1) shall include the
information required to be included under section 7 and, to the extent
applicable, the following information relating to the account of the client on
the day on which the event takes place—

(a)

(0)

the outstanding balance of that account as at the beginning and
as at the end of that day and details of all movements in the
balance of that account during that day;

the quantity, and, in so far as readily ascertainable, the market
price and market value of each description of security provided
by or on behalf of the client in relation to each margined
transaction, held for that account as at the end of that day, and
details of all movements of any such security during that day;
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(¢) details of each margined transaction that is closed during that
day, including the price at which it is closed, charges levied in
respect of it, the realised profit or loss in respect of it, and an
indication where the closure was initiated by the intermediary;

(d) details of all income credited to and charges levied against that
account during that day;

(e) all floating profits and floating losses in respect of open
positions held for that account as calculated as at the end of that
day and the prices used for such purposes;

(f) the net equity in that account as at the end of that day;

(g) a list of all open positions held for that account as at the end of
that day;

(h) the minimum margin requirement for all open positions held for
that account as at the end of that day;

(i) the amount of margin excess or margin shortfall in that account
as at the end of that day;

(j) the amount of option premium receivable or payable in respect
of that account as at the end of that day;

(k) 1in respect of an open position in a leveraged foreign exchange
contract, details of all interest income and expenses accrued in
respect of that position as at the end of that day and the interest
rates used for such purposes; and

(/) 1in respect of the arrangement between the intermediary and the
client under which each margined transaction was entered into
or closed (as the case may be) on that day, the client’s position
limit and trading limit and the expiry date of the arrangement.

(3) The following events are specified for the purpose of subsections (1)
and (2)—

(a) the intermediary enters into one or more than one margined
transaction with or on behalf of the client; or

(b) one or more than one margined transaction in respect of the
client is closed.

10. Consolidation of daily statements of account

Without prejudice to section 6, an intermediary may, instead of preparing
and providing to a client a statement of account under section 8 in respect of
any day, consolidate that statement of account with any statement of account
it 1s required to prepare and provide to the client under section 9 in respect of
the same day.
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11. Preparation and provision of monthly
statements of account

(1) In this section, “monthly accounting period” (#%H &%1#]) means—

(a)

()

in relation to the first statement of account required to be
prepared and provided to a client of an intermediary in
accordance with subsection (2) or (4) (as the case may be), a
period not exceeding one month ending on a date selected by the
intermediary; and

in relation to any subsequent statement of account, a period the
duration of which shall be not less than 4 weeks and not exceed
one month, commencing on the day after the date on which the
previous monthly accounting period ended, and ending on a
date selected by the intermediary.

(2) Subject to subsection (4), where any of the circumstances specified in
subsection (6) apply in respect of a client of an intermediary in respect of a
monthly accounting period, the intermediary shall—

(@)
()

prepare a statement of account in respect of the client in
accordance with subsection (3); and

provide the statement of account to the client no later than the
end of the seventh business day after the end of the monthly
accounting period.

(3) A statement of account referred to in subsection (2) shall include the
information required to be included under section 7 and, to the extent
applicable, the following information relating to the account of the client—

(a)
(b)

(c)

(d)

(e)

the address of the principal place of business in Hong Kong of
the intermediary;
the outstanding balance of and the net equity in that account as
at the beginning and as at the end of that monthly accounting
period and details of all movements in the balance of that
account during that period;
details of all relevant contracts entered into by the intermediary
with or on behalf of the client during that monthly accounting
period, indicating those initiated by the intermediary;
details of all events specified in section 8(3) which have taken
place during that monthly accounting period, including what
happened to the proceeds of any disposals initiated by the
intermediary during that period of any client securities and
collateral of the client held for that account;
details of all movements during that monthly accounting period
of any—

(1) client securities and collateral of the client; and
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(1) security provided by or on behalf of the client in relation to
a margined transaction,
held for that account;
(f) the quantity, and, in so far as readily ascertainable, the market
price and market value of each description of—
(1) client securities and collateral of the client; and
(1) security provided by or on behalf of the client in relation to
a margined transaction,
held for that account as at the end of that monthly accounting
period;

(g) the margin ratio and margin value of each description of
securities collateral held for that account as at the end of that
monthly accounting period;

(h) details of all income credited to and charges levied against that
account during that monthly accounting period;

(i) all floating profits and floating losses in respect of open
positions held for that account as calculated as at the end of that
monthly accounting period and the prices used for such
purposes;

(j) alist of all open positions held for that account as at the end of
that monthly accounting period;

(k) the minimum margin requirement for all open positions held for
that account as at the end of that monthly accounting period;

(/) the amount of margin excess or margin shortfall in that account
as at the end of that monthly accounting period;

(m) the amount of option premium receivable or payable in respect
of that account as at the end of that monthly accounting period;
and

(n) where the account is for dealing in securities, an indication that
it 1s a margin account.

(4) Where an intermediary is licensed or registered for asset management
and, in relation to the conduct by the intermediary of asset management (other
than the management of a collective investment scheme), any of the
circumstances specified in subsection (6) apply in respect of a client of the
intermediary in respect of a monthly accounting period, the intermediary shall—

(a) prepare a statement of account in respect of the client in
accordance with subsection (5); and

(b) provide the statement of account to the client no later than the
end of the tenth business day after the end of the monthly
accounting period.

(5) A statement of account referred to in subsection (4) shall include the
information required to be included under section 7 and, to the extent
applicable, the following information relating to the account of the client—
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(a)
(0)

(c)
(d)

the address of the principal place of business in Hong Kong of
the intermediary;

a valuation of the client’s portfolio as at the end of the monthly
accounting period providing—

(1) details of the quantity, market price, purchase cost and
market value of each description of securities held for that
account as at the end of that period;

(1) details of all open positions as at the end of that period;

(11) the money balance held for that account as at the end of
that period; and

(iv) the amount of accounts payable and receivable in respect of
that account as at the end of that period;

details of all income credited to and charges levied against that

account during the monthly accounting period; and

a list of all contracts entered into in Hong Kong by the

intermediary with or on behalf of the client during the monthly

accounting period for dealing in securities and futures contracts

and that are leveraged foreign exchange contracts.

The circumstances specified for the purposes of subsection (2) and (5)

(a)

(0)

(c)
(d)
(e)

during a monthly accounting period, the intermediary 1is
required to prepare and provide to the client—

(1) a contract note in accordance with section 5;

(i1) a statement of account in accordance with section 8 or 9; or
(ii1) a receipt in accordance with section 13;
during a monthly accounting period, an associated entity of the
intermediary is required to prepare and provide to the client a
receipt in accordance with section 13;
at any time during a monthly accounting period, the client has
an account balance that is not nil;
the client has an open position as at the end of a monthly
accounting period; or
at any time during a monthly accounting period—

(1) any client securities and collateral; or

(i1) any security provided in relation to a margined transaction,
are held for the account of the client.

12. Duty to provide statements of account upon request

(1) Where an intermediary receives a request from a client for a
statement of account as of the date of the request, it shall—

(@)

prepare a statement of account in respect of the client in
accordance with subsection (2); and
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(b) provide the statement of account to the client as soon as
practicable after the date of the request.

(2) A statement of account referred to in subsection (1) shall include the
information required to be included under section 7 and, to the extent
applicable, the following information relating to the account of the client as of
the date of the request—

(a) the outstanding balance of and the net equity in that account;

(b) the quantity, and, in so far as readily ascertainable, the market
price and market value of each description of—

(1) client securities and collateral of the client; and
(1) security provided by or on behalf of the client in relation to
a margined transaction,
held for that account;

(¢) the margin ratio and margin value of each description of
securities collateral held for that account;

(d) all floating profits and floating losses in respect of open
positions held for that account, as calculated as at the end of
that day and the prices used for such purposes;

(e) a list of all open positions held for that account as at the end of
that day; and

(f) the amount of margin excess or margin shortfall in that account
as at the end of that day.

Division 3—Receipts

13. Preparation and provision of receipts

(1) Subject to subsection (2), on each occasion that—
(a) an intermediary receives any—
(1) client assets; or
(i1) security provided in relation to a margined transaction (to
the extent that such security is not client assets); or
(b) an associated entity of an intermediary receives any client assets,
from or on behalf of a client of the intermediary, the intermediary or
associated entity (as the case may be) shall—
(¢) prepare a receipt in accordance with subsection (3); and
(d) provide the receipt to the client no later than the end of the
second business day after receiving the client assets or security.
(2) This section does not apply in any of the following circumstances—
(a) where client money is received by—
(1) an intermediary that is a registered institution; or
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(0)

(d)

(e)

(1) an associated entity that is an authorized financial
institution;

where client money 1s deposited directly into—

(1) the bank account of a licensed corporation; or

(i) the bank account of an associated entity that is not an

authorized financial institution,

by the client of the intermediary or on behalf of the client by any
person other than the intermediary or associated entity;
where a contract note that is provided to the client under section
5, or a statement of account that is provided to the client under
section 8 or 9 (or any consolidated document that is provided to
the client under section 6 or 10), expressly states that it also
serves as a receipt and includes the information specified in
subsection (3)(d)(i) and (i1);
where scrip 1s deposited directly with the scrip custodian of an
intermediary or an associated entity of an intermediary, by the
client of the intermediary or on behalf of the client by any
person other than the intermediary or associated entity, and the
scrip custodian has issued a receipt to the client; or
where securities in a scripless form are transferred to an account
maintained with a custodian of—

(1) an intermediary; or

(11) an associated entity of an intermediary,
by or on behalf of the client.

(3) A receipt referred to in subsection (1) shall include the following
information—

(@)

(b)
(c)
(d)

the name under which the intermediary or associated entity (as
the case may be) carries on business;

the date on which the receipt is prepared;

the name and account number of the client; and

in respect of the client assets or security received—

(1) the quantity, description and such other particulars of the
client assets or security as are sufficient to enable them to be
1dentified;

(i1) the account into which they have been deposited; and

(i11) the date on which they were received.
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PART 3

MISCELLANEOUS

14. Duty to provide copies of certain documents

(1) Where an intermediary, or an associated entity of an intermediary,
receives a request from a client of an intermediary for a copy of any of the
following documents, it shall, as soon as practicable after receiving the request,
provide the copy to the client—

(a) any particular contract note that the intermediary was required
to provide to the client in accordance with section 5;

(b) any particular statement of account that the intermediary was
required to provide to the client in accordance with section 8§, 9,
11 or 12;

(¢) any particular receipt that the intermediary or associated entity
(as the case may be) was required to provide to the client in
accordance with section 13.

(2) If, on an application made by a client of an intermediary, the
Commission so directs, the intermediary or an associated entity of the
intermediary (as the case may be) shall make available for inspection by the
client during the ordinary hours of business of the intermediary or associated
entity (as the case may be) any copy of any contract note, statement of account
or receipt referred to in subsection (1).

(3) This section does not require an intermediary or an associated entity
of an intermediary to provide, or make available for inspection, any copy of
any contract note, statement of account or receipt after the expiration of the
period for which the intermediary or associated entity is required to retain the
copy of that document under section 16.

(4) An intermediary or an associated entity of an intermediary may
impose a reasonable charge for a copy of a document provided by it under
subsection (1).

15. Language of documents

Where an intermediary, or an associated entity of an intermediary, is
required to prepare any contract note, statement of account or receipt under
these Rules, it shall prepare the contract note, statement of account or receipt
in the Chinese or English language.
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16. Retention of copies

(1) An intermediary shall retain—
(a) for a period of not less than 2 years, a copy of every—
(1) contract note prepared in accordance with section 35;
(i1) statement of account prepared in accordance with section 8§,
9 or 12; and
(111) receipt prepared in accordance with section 13; and
(b) for a period of not less than 7 years, a copy of every statement of
account prepared in accordance with section 11.
(2) An associated entity of an intermediary shall retain for a period of
not less than 2 years, a copy of every receipt prepared in accordance with
section 13.

17. Provision of documents to clients

Any contract note, statement of account or receipt (or any copy of any
such document) required to be provided to a client of an intermediary under
these Rules shall for all purposes be regarded as duly provided to the client if
it 1s served on—

(a) the client; or

(b) any other person (except an officer or employee of the
intermediary or the associated entity of the intermediary, (as the
case may be), that is required to provide the document to the
client) designated by the client for the purposes of this paragraph
by notice in writing to the intermediary or the associated entity
of the intermediary (as the case may be) that is required to
provide the document to the client.

18. Reporting of non-compliance with certain
provisions of these Rules

If an intermediary, or an associated entity of an intermediary, becomes
aware that it does not comply with any provision of Part 2 or section 14, 15 or
16 that applies to it, it shall given written notice of that fact to the Commission
within one business day thereafter.

19. Penalties

(1) An intermediary, or an associated entity of an intermediary, which,
without reasonable excuse, contravenes any provision of these Rules that
applies to it, commits an offence and is liable on conviction to a fine at level 4.
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(2) An intermediary, or an associated entity of an intermediary, which,
with intent to defraud, contravenes any provision of these Rules that applies to
1t, commits an offence and is liable—

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

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

SCHEDULE 1 [5.2]

SPECIFIED JURISDICTIONS

1.  United Kingdom
2. United States of America

Andrew Len Tao SHENG

Chairman,
Securities and Futures Commission
9 December 2002

Explanatory Note

These Rules are made by the Securities and Futures Commission under
section 152 of the Securities and Futures Ordinance (Cap. 571). They prescribe
the manner and circumstances in which contract notes, statements of account
and receipts shall be prepared and provided to clients of intermediaries and
other matters relating to those documents.



