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Frequently Asked Questions on Listed Closed-ended Alternative Asset Funds 
 

This set of FAQs is prepared by the Investment Products Division of the Securities and Futures Commission (“SFC”) and aims to provide basic 
information to market practitioners in respect of listed closed-ended alternative asset funds (“Listed Alternative Funds” or “LAFs”), which are 
subject to the SFC Handbook for Unit Trusts and Mutual Funds, Investment-Linked Assurance Schemes and Unlisted Structured Investment 
Products (“SFC Products Handbook”), including the Code on Unit Trusts and Mutual Funds (“UT Code”), as well as the Circular on listed 
closed-ended alternative asset funds dated 17 February 2025 (“Circular”). Applicants are encouraged to contact the relevant case team in the 
Investment Products Division if in doubt on any specific issues arising from the application / interpretation of the SFC Products Handbook, the 
Circular or these FAQs. Please note that each application for authorisation is considered on a case-by-case basis. 
 
The information set out below is not meant to be exhaustive. These FAQs may be updated and revised from time to time, and are only for 
general reference. Compliance with all the requirements in these FAQs does not necessarily mean an application will be accepted or 
authorisation will be granted.   
 
Unless otherwise defined herein, all capitalised terms shall have the meanings given to such terms in the UT Code and Circular. 
 
Notes:  For ease of reference, collective investment schemes that are generally known as unit trusts or mutual funds are referred to as “funds” 

in this set of FAQs. 
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 Question Answer 

Fund structure and Investments 

1.  Can an LAF be established as a sub-fund under 
an existing umbrella fund that contains other 
SFC-authorised unlisted funds or exchange 
traded funds (“ETFs”)? 

As explained in FAQ 4 of the Frequently Asked Questions on the Code on Unit 
Trusts and Mutual Funds1, we generally expect sub-funds in the same umbrella fund 
to share similar investment objectives and risk profiles. 
 
Given that LAFs are structured as closed-ended funds and have different features 
and risk profiles from open-ended unlisted funds and conventional ETFs, we do not 
generally expect LAFs to be established under the same umbrella fund as other 
SFC-authorised unlisted funds or ETFs.  
 
On the other hand, LAFs adopting different investment strategies or investing in 
different types of alternative assets (eg, private equity, private credit or infrastructure 
debt) may be established under the same umbrella fund. 
 
We will consider each application on a case-by-case basis having regard to its 
particular circumstances. 
 

2.  Can a feeder fund structure be used? A feeder fund structure is generally allowed for an LAF if the master fund is 
acceptable to the SFC. Principles and rules under the relevant requirements 
(including those under the UT Code and the Circular on streamlined requirements 
for eligible exchange-traded funds adopting a master-feeder structure2) will generally 
be applicable.  
 
We will evaluate the entire fund structure holistically on a case-by-case basis. 
 

 
1 Frequently Asked Questions on the Code on Unit Trusts and Mutual Funds 
2 Circular on streamlined requirements for eligible exchange-traded funds adopting a master-feeder structure 

https://www.sfc.hk/en/faqs/Publicly-offered-investment-products/Code-on-Unit-Trusts-and-Mutual-Funds
https://apps.sfc.hk/edistributionWeb/gateway/EN/circular/products/product-authorization/doc?refNo=24EC24
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3.  Does all capital of an LAF need to be fully 
deployed and invested upon its initial public 
offering (“IPO”)?  

Upon its IPO, a reasonable investment period to build up the LAF’s portfolio is 
generally acceptable and should not be longer than one year in most cases. Capital 
may be deployed in stages subject to the management company’s discretion in 
accordance with the LAF’s constitutive documents and as disclosed in its offering 
documents. 
 

Listing 

4.  How may an LAF be listed on The Stock 
Exchange of Hong Kong Limited (“SEHK”)? 

An LAF may be listed in a number of ways, including: 
 

a. an offer of new units / shares for subscription (ie, an IPO)3;  
 

b. an offer for sale; or 
 

c. an introduction. 
 
Applicants should (i) make reference to the relevant requirements under the Main 
Board Listing Rules (“MBLRs”) (as amended from time to time) and other guidance 
issued by the Hong Kong Exchanges and Clearing Limited from time to time4 and (ii) 
consult the SFC.  
 

Constitution and regulation 

5.  Are there any specific provisions which the 
constitutive documents of an LAF should include, 
taking into account the applicable legal and 

In addition to existing legal and regulatory requirements governing the contents of 
constitutive documents for the SFC-authorised funds, we expect the constitutive 
documents of an LAF to include the following provisions and its offering documents 
to reflect them:  

 
3 It is generally expected that there should be an IPO of the units / shares for closed-ended funds seeking authorisation under 8.11 of the UT Code (please 
see paragraph 59 of the Guide on Practices and Procedures for Application for Authorisation of Unit Trusts and Mutual Funds (as amended from time to 
time). 
4 In particular, Chapter 7 (Methods of Listing) of MBLRs and 4.12 (Liquidity Arrangements for Listing by Introduction) in the Guide for New Listing Applicants 
(as amended from time to time). 
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regulatory requirements? a. Closed-ended fund – Provisions stipulating that the LAF is established as a 
closed-ended fund and that no issuance, repurchase or redemption of any 
units / shares of the LAF may be conducted unless and until permitted to do 
so in accordance with applicable legal and regulatory requirements (including 
the UT Code and the Codes on Takeovers and Mergers and Share Buy-
backs5). 

 
b. Board composition6 – Provisions stipulating that at least one-third of the 

board members to be independent non-executive directors (“INEDs”) with a 
minimum of three INEDs.  

 
c. Audit committee – Provisions requiring that an audit committee be 

established on terms substantially equivalent to the requirements applicable 
to listed companies under MBLRs. 

 
d. Requisition of meetings – Provisions enabling holders holding a minority 

stake to convene an extraordinary general meeting and add resolutions to a 
meeting agenda. The minimum stake required to do so must not be higher 
than 10% of the voting rights (excluding any voting rights attaching to 
treasury units / shares), on a one vote per unit / share basis, in the total 
outstanding units / share capital (excluding treasury units / shares) of the 
LAF.    

 
e. Removal of management company – Provisions to the effect that the 

management company may be removed by way of an ordinary resolution 
passed by the holders; and all holders (including the management company 
and its associates) are entitled to vote their units / shares on the ordinary 

 
5 Please refer to FAQ 7 below. 
6 It is expected that the board composition and audit committee requirements be applied as follows: in the case of an LAF structured in corporate form, at the 
level of the fund; or in the case of an LAF structured in non-corporate form, at the level of the management company. Further, there is no requirement on 
board size provided that the composition requirement is met (eg, a board size of six members, with three out of six members being INEDs would be 
acceptable).  
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resolution to dismiss the management company and be counted in the 
quorum for the purposes of passing such ordinary resolution. 

 
f. Appointment of management company – Provisions to the effect that the 

appointment of a new management company shall be subject to holders’ 
approval by ordinary resolution and the prior approval by the SFC; and all 
holders (including the new management company and its associates) are 
entitled to vote their units / shares on the ordinary resolution to appoint the 
management company and be counted in the quorum for the purposes of 
passing such ordinary resolution. 

 
g. Removal of auditor – Provisions to the effect that the auditor may be 

removed only by way of an ordinary resolution passed by the holders. 
 

h. Proceedings at general meetings 
 

• Provisions granting holders the right to (i) speak at a general meeting and 
(ii) vote at a general meeting except where a holder is required by the 
LAF’s constitutive document or any Applicable Regulations (as referred to 
in FAQ 6 below) to abstain from voting to approve the matter under 
consideration. 

 

• Provisions requiring holders to abstain from voting at, or prohibited from 
being counted in the quorum for, a meeting at which they have a material 
interest in the business to be contracted, except for any resolution to 
appoint or remove the management company referred above.   

 

• Provisions stipulating that where any holder is required by the LAF’s 
constitutive documents or any Applicable Regulations to abstain from 
voting on any particular resolution or restricted to voting only for or only 
against any particular resolution, any votes cast by or on behalf of such 
holder in contravention of such requirement or restriction shall not be 
counted. 
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• Provisions allowing the LAF the discretion to hold general meetings 
where holders can attend and cast votes virtually with the use of 
technology. 

 
i. HKSCC proxies or corporate representatives – Provisions entitling the Hong 

Kong Securities Clearing Company (“HKSCC”) to appoint proxies or 
corporate representatives to attend the LAF’s general meetings and creditors 
meetings and granting those proxies or corporate representatives rights 
equivalent to the rights of other holders, including the right to speak and vote.      

 
j. Inspection of register – Provisions stipulating that the register of the LAF’s 

holders should be open for inspection by holders, but the management 
company or the board of directors may be permitted to close the register in 
accordance with applicable laws and regulations.   

 
k. Voluntary winding up, delisting and withdrawal of the SFC’s authorisation – 

Provisions to the effect that holders may at any time after one year from the 
LAF’s listing date approve a voluntary winding up, request the delisting and 
request the withdrawal of the SFC’s authorisation of the LAF by way of an 
extraordinary resolution in a general meeting. 

 
l. Disclosure of interests – For an LAF structured in non-corporate form, 

provisions substantially equivalent to those in Part XV of the Securities and 
Futures Ordinance (“SFO”) governing disclosure of interests obligations. 

 
References to certain terms under Part XV of the SFO would be modified as 
appropriate. For example, references to 
  

• “listed corporation” shall be construed as reference to the “LAF”;  

• “share capital” of such listed corporation shall be construed as references 
to “units / shares of the LAF issued and outstanding from time to time and 
the units / shares of the LAF which the management company has 
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agreed to issue, either conditionally or unconditionally from time to time”;  

• “director” of such listed corporation shall be construed as references to 
the “management company and/or any of its directors”;  

• “directors and chief executive” of such listed corporation shall be 
construed as references to the “directors and chief executive of the 
management company respectively”;  

• “board of directors” shall be construed as references to the “management 
company and/or its board of directors”;   

• “percentage level”, in relation to a notifiable interest, shall be construed 
as references to the “percentage figure found by expressing the 
aggregate number of units / shares in which the person is interested 
immediately before or (as the case may be) immediately after the relevant 
time as a percentage of all the units / shares of the LAF in issue at the 
relevant time as published by the management company”; and 

• “voting shares” shall be construed as reference to voting units of a non-
corporate LAF. 

 
For an LAF structured in corporate form, provisions applying the disclosure of 
interests obligations to the management company, its directors and chief 
executive, in addition to the corporate LAF, its directors and chief executive. 
References to certain terms under Part XV of the SFO would be modified as 
appropriate. For example, references to: 

 

• “director” of such listed corporation shall be construed as including “the 
management company and/or any of its directors”; 

• “directors and chief executive” of such listed corporation shall be 
construed as including the “management company and/or its directors 
and chief executive respectively”; and 

• “board of directors” shall be construed as including the “management 
company and/or its directors and chief executive respectively”, 

 
in each case, in addition to the corporate LAF, its director, chief executive 
and/or board of directors, as context may require. 



 
 

8 

 

 Question Answer 

 
m. Codes on Takeovers and Mergers and Share Buy-backs (the “Codes”) – 

Provisions stipulating that (i) the LAF is required to comply with the principles 
and rules under the Codes unless otherwise permitted by the SFC in 
advance; and (ii) holders are required to comply with the Codes unless 
otherwise waived by the SFC in advance. Please refer to FAQs 6 and 7 
below.  
 

6.  What are the key regulatory requirements 
applicable to LAFs?  

The SFC’s authorisation is required for LAFs and their offering documents under 
sections 104 and 105 of the SFO. LAFs are subject to the requirements under the 
Overarching Principles Section of the SFC Products Handbook (“OAP”), the UT 
Code (in particular 8.11 of the UT Code), requirements as set out in the Circular, 
and other guidance that may be issued or updated by the SFC from time to time. 
 
In view of the listed and closed-ended nature of LAFs, the SFC would also refer to 
the relevant requirements under the MBLRs, to the extent appropriate, in regulating 
LAFs. For example, requirements in the areas of units / shares issue and buy-backs, 
corporate governance and connected transactions as referred to in this FAQ. 
 
LAFs are also required to comply with the principles and rules under the Codes on 
Takeovers and Mergers and Share Buy-backs as discussed in FAQ 7 below. 
 
All these regulatory requirements are collectively referred to as the “Applicable 
Regulations” in this FAQ. 
 

7.  Are LAFs required to comply with the Codes on 
Takeovers and Mergers and Share Buy-backs 
(the “Codes”)? 

Under 8.11(i) of the UT Code, where an LAF proposes any form of redemption, 
takeover, merger, amalgamation or restructuring, the management company and the 
trustee / custodian shall as soon as practicable consult the SFC on the manner in 
which such activities could be carried out so that it is fair and equitable to all holders.  
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In this connection, the management company and the trustee / custodian should 
seek to ensure there is fair and equality of treatment of holders; timely7 and 
adequate disclosure of information to enable holders to make an informed decision 
as to the merits of the transaction; and a fair and informed market in the units / 
shares of the LAF affected by such activities. 
 
Pursuant to section 4.1 of the Introduction of the Codes (“Section 4.1”), the Codes 
apply to takeovers, mergers and share buy-backs affecting, among others, public 
companies in Hong Kong and companies with a primary listing of their equity 
securities in Hong Kong.   
 
Accordingly, the Codes apply to any LAFs falling within the scope set out in Section 
4.1. To maintain a level playing field and ensure due compliance with 8.11(i) of the 
UT Code, an LAF which may not technically fall under the jurisdiction of the Codes 
(eg, an LAF structured in unit trust form) is also required to comply with the 
principles and rules under the Codes in respect of any takeovers, mergers and 
share buy-backs affecting it, unless otherwise permitted by the SFC in advance. The 
offering documents of an LAF should clearly disclose that (i) the LAF is required to 
comply with the principles and rules under the Codes unless otherwise permitted by 
the SFC in advance; (ii) holders are required to comply with the Codes unless 
otherwise waived by the SFC in advance8; and (iii) holders should seek assistance 
from professional advisers if in doubt on their obligations under the Codes. 
 
Where an LAF is structured in non-corporate form, references to certain terms in the 
Codes would be modified as appropriate. For example, references to:  
 

• “offeree company” (and “offeror” as appropriate) or “public companies” shall 
be construed as references to, or include, the LAF(s);  

 
7 Reference should be made to the applicable requirements under the Takeovers Code (eg, those under Rule 8 (Timing and contents of documents)). 
8 For example, a holder may be required to file his/her/it dealings in the units / shares of an LAF during the offer period if he/she/it falls under the definition of 
“associates” under the Codes. 
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• “shares” and “relevant securities” shall be construed as references to “units / 
shares of the LAF”; 

• “shareholders” shall be construed as references to “holders” or “holders of 
the units of the LAF”; 

• “directors” shall be construed as references to the “management company 
and/or any one or more of its directors and/or persons with whose 
instructions a management company or its directors or a director of such 
management company is accustomed to act”; and 

• the “board of directors” shall be construed as references to the “management 
company and/or its board of directors”. 

 
The management company and the trustee / custodian should as soon as 
practicable consult the Investment Products Division of the SFC on the manner in 
which any proposed redemption, takeover, merger, amalgamation or restructuring 
could be carried out and on the detailed application of the relevant requirements. 
 

Dividend / distribution policy 

8.  Is an LAF allowed to reinvest by using proceeds 
from realised investments, or is it expected to 
distribute the proceeds to investors in the form of 
dividends?  

The offering documents (including Key Facts Statement) of an LAF should clearly 
state its investment objectives and policy, as well as its dividend policy.   
 
Subject to the above, after realising or exiting from investments, the management 
company of an LAF may at its discretion distribute some, or all, proceeds available 
to investors as dividends. The LAF may also retain some, or all, proceeds for other 
purposes such as making further investments or repaying debt, provided that the 
management company acts in the best interests of the holders.  
 

9.  Are all LAFs expected to be able to generate 
regular income for distribution to investors?   

While it is preferable for an LAF to generate regular income continuously for 
distribution to investors, we appreciate that this will depend on various factors, 
including the LAF’s underlying assets and investment strategy, and may not always 
be achievable.  
 
As outlined in the Circular, an LAF is expected to invest in a well-diversified portfolio 



 
 

11 

 

 Question Answer 

of alternative assets including assets with varying investment life cycles where 
appropriate. Depending on the composition of underlying assets, a private equity-
focused LAF can also be structured to generate income for distribution.  
 
The LAF’s management company has the responsibility to formulate an appropriate 
dividend policy and clearly disclose it in the offering documents.  
 

Further capital raising – Unit / share issuances after listing 

10.  Can an LAF raise additional capital after being 
listed on SEHK? 

An LAF may issue new units / shares after listing to raise further capital. As a 
general principle, mechanisms should be in place to ensure fair treatment for both 
incoming and existing investors. If a certain accounting approach (eg, equalisation) 
is proposed, applicants should consult the SFC. Where the SFC permits such 
approach, the mechanisms should be disclosed in the offering documents.  
 
We expect the newly raised capital to be used primarily for making additional 
investments in accordance with the LAF’s stated investment objectives and policy. 
Similar to IPO, a reasonable time period to deploy the further raised capital for 
investments is generally acceptable. 
 
No further units / shares may be issued within the six months from the date on which 
the LAF’s units / shares first commence trading on SEHK.  
 
Please refer to FAQs 11 and 12 below for more information. 
 

11.  Can an LAF issue new units / shares at a price at 
or above its net asset value (“NAV”)? 

 

An LAF may generally issue new units / shares priced at or above the NAV per unit / 
share, taking into account relevant transaction costs, post-listing. 
 
The related measure(s) and mechanism(s) must be clearly disclosed in the offering 
document(s) and permitted under the constitutive documents. 
 
Subject to the LAF’s constitutive documents, no approval from holders is required. 
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12.  Can an LAF issue new units / shares at a price at 
a discount to its NAV? 

 

An LAF seeking to issue new units / shares priced at a discount to its NAV is 
generally expected to meet the following requirements, taking into account the 
prevailing market price of the units / shares of the LAF –  
 

a. In accordance with 8.11(e)(iii) of the UT Code, prior approval from holders is 
required for new issue of units / shares following listing at a price below NAV 
per unit / share. Such approval may be obtained by way of a specific 
approval or a general mandate granted to the management company by way 
of an ordinary resolution passed by independent holders9. This general 
mandate can remain in effect, unless and until it is revoked or varied by 
independent holders by ordinary resolution at a general meeting; 

 
b. the aggregate number of new units / shares to be issued in a financial year 

should not increase the total number of units / shares outstanding as at the 
end of the previous financial year (excluding treasury shares) by more than 
20%; and 

 
c. new units / shares may not be issued for cash consideration at a price that 

represents a discount of 20% or more to the market price per unit / share10. 

 
The related measure(s) and mechanism(s) must be clearly disclosed in the offering 
document(s) and permitted under the constitutive documents.  

 

Units / shares buy-backs / repurchases 

13.  Can an LAF buy back its own units / shares after The board or management company of an LAF may buy back its units / shares, and, 
subsequently, either hold them as treasury units / shares or cancel them. 

 
9 “Independent holders” of an LAF generally refers to those who do not have a material interest in the business to be contracted, in accordance with 6.15(h) of 
the UT Code. 
10 The LAF board or fund manager may determine the mechanism for the issuance of units / shares having regards to relevant MBLRs (eg, 13.36 of MBLRs). 
For example, the issue price can be set at a price that is not at a discount of 20% or more to the market price as at the earliest of the date of the 
announcement of issuance; the date of the relevant instrument for the issue or proposed issue; and the date on which the issue price is fixed.  
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listing?  
Such buy-backs may be conducted either on-market or off-market and must be 
subject to the approval of the independent holders.  
 

• On-market: Independent holders may grant a specific approval or a general 
mandate to the management company to make purchase(s) of the LAF units / 
shares on SEHK by way of an ordinary resolution. This general mandate can 
remain in effect, unless and until it is revoked or varied by independent holders 
by ordinary resolution at a general meeting. 

 

• Off-market:  
o In the case of an off-market buy-back from certain specific holder(s) of an 

LAF, independent holders may give a specific approval to the management 
company by way of an extraordinary resolution.  

o In the case of an off-market buy-back by general offer to all holders of an 
LAF, independent holders may give a specific approval to the management 
company by way of an ordinary resolution to make either a one-off or a 
recurring off-market buy-back general offer, subject to certain specified 
requirements as noted in FAQ 15. A recurring offer may remain in effect 
unless and until it is revoked or varied by way of ordinary resolution by 
independent holders at a general meeting.   

 
Please also see FAQs 14 and 15 below for more information. 
 

14.  Can an LAF buy back its own units / shares on 
SEHK? 

An LAF seeking to buy back its own units / shares on SEHK is generally expected to 
meet the following requirements – 

 
a. The total number of the units / shares bought back in a financial year should 

not exceed 10% of the total number of issued units / shares (excluding 
treasury shares) of the LAF as at its latest financial year end;  

 
b. The LAF should not buy back its units / shares on SEHK if the purchase price 

is higher than (i) 5% or more than the average closing market price for the 
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five preceding trading days on which its units / shares were traded on SEHK; 
or (ii) the NAV per unit / share11, whichever is lower; and 

 
c. The LAF should ensure compliance with the relevant provisions in MBLR 

10.06, with necessary changes being made, as if they were applicable to 
LAFs. 

 
The related measure(s) and mechanism(s) must be clearly disclosed in the offering 
document(s) and permitted under the constitutive documents.  
 

15.  In accordance with 8.11(c) of the UT Code, a 
fund must have in place measure(s) and 
mechanism(s) which are fair and equitable to 
holders to address any prolonged significant 
discount of an LAF’s secondary trading price on 
SEHK to its NAV. How can this be done? 

8.11(c) of the UT Code requires that measure(s) or mechanism(s) be implemented 
to address prolonged significant discount. However, it does not specify what 
particular measure or mechanism must be used. For example, an LAF may offer off-
market buy-backs to all holders by providing specified redemption windows for 
holders to redeem part or all of their units / shares at NAV periodically. Independent 
holders’ approval may be obtained by way of an ordinary resolution for a one-off 
buy-back offer or a recurring buy-back offer subject to certain specified requirements 
(eg, where the units / shares of the LAF have been trading at a discount of 20% or 
more to its NAV per unit / share12 for three consecutive months). In making these 
buy-backs, the LAF is generally expected to meet the following requirements – 

 
a. The buy-back offer must only be made in the best interests of the holders; 

 
b. there is no material adverse impact to the LAF; 

 

c. as mentioned in FAQ 7 above, the LAF is required to comply with the 
principles and rules under The Codes on Takeovers and Mergers and Share 
Buy-backs, save for any exceptions agreed with the SFC in advance;  

 
11 We generally expect this to be the LAF’s latest published NAV per unit / share, unless there are valid justifications to use an alternative figure. 
12 If this requirement is adopted, we generally expect this to be the LAF’s latest published NAV per unit / share respectively for each of the three consecutive 
months, unless there are valid justifications to use an alternative figure. 
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d. in considering whether to proceed with a buy-back offer, the management 

company of the LAF must take into account all relevant prevailing market 
conditions (such as availability of liquid assets, liquidity or exit opportunities 
of the underlying assets, and other relevant regulatory requirements) and 
must be reasonably satisfied that the redemption proceeds can be paid to 
holders within the time limits stipulated in the Applicable Regulations; and 

 
e. the total number of units / shares bought back in a financial year should not 

exceed 20% of the total number of issued units / shares (excluding treasury 
shares) of the LAF as at its latest financial year end.   

 
The related measure(s) and mechanism(s) must be clearly disclosed in the offering 
documents and permitted under the constitutive documents.  
 
LAF management companies should consult the Investment Products Division at an 
early stage on any off-market buy-back proposal. 
 

Valuation  

16.  Should an LAF obtain an independent third-party 
valuation on the investments that it proposes to 
acquire or sell? 

The management company of an LAF has the duty to manage the LAF in the best 
interests of the holders (5.10(a) of the UT Code) and discharge its function with due 
skill, care and diligence (GP 6 of the OAP).  
 
While there is no explicit requirement for independent third-party valuation to be 
obtained (except for connected party transactions as set out in FAQ 17 below), it 
would be good practice to obtain such valuation prior to the transaction where an 
LAF proposes to acquire or sell any sizeable investments (for example, an 
investment equivalent to a disclosable transaction or above under the MBLR) that 
are illiquid or more opaque in nature (such as unlisted or unquoted securities), in 
view of the above duties of the management company. This would also help ensure 
the proposed investments are independently and fairly valued pursuant to 8.7(o) of 
the UT Code and provide better transparency and protection to holders.  
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If existing assets or investments will be included in the LAF portfolio prior to listing, 
the valuation of such assets/investments should be disclosed in the offering 
documents and included in the LAF’s audited financial statements. If the listing 
agent assumes the role of a sponsor, the valuation of the investments prior to listing 
would fall within its scope of due diligence. 
 
The valuation policies and processes should also be subject to the oversight of the 
audit committee of the LAF.    
 

Conflicts of interest / Transactions with connected person  

17.  What are the requirements regarding connected 
party transactions? What are the requirements 
for an LAF to acquire investments from a 
connected person?  

Relevant provisions on transactions with connected persons under the UT Code and 
Fund Manager Code of Conduct (“FMCC”) are applicable. 
 
In particular, pursuant to 10.11 of the UT Code, all transactions carried out by or on 
behalf of an LAF must be executed at arm’s length and in the best interests of the 
holders. Any transactions between the scheme and the management company, 
investment delegate, directors of the scheme or any of their connected person(s) as 
principal may only be made with the prior written consent of the trustee / custodian. 
All such transactions must be disclosed in the LAF’s annual report. 
 
In addition to valuation requirements set out in the Circular and FMCC, independent 
third-party valuation is expected for connected party transactions involving the 
management company or its affiliates, such as cross-trades13. 
 
Where appropriate, the SFC may also impose additional requirements on an LAF’s 
transactions with connected person(s) with reference to MBLR requirements to 
ensure investors’ interests can be sufficiently protected and any conflicts of interest 
can be managed and minimised by appropriate safeguards and measures as 

 
13  These would generally include transactions with other funds or portfolios managed or advised by the management company of the LAF. 



 
 

17 

 

 Question Answer 

required under GP4 and 4.2 of the OAP. For example, connected transactions may 
be required to be subject to review by the INEDs and additional disclosure or 
reporting requirements. 
 

18.  Where the management company or investment 
adviser of an LAF also manages or advises other 
funds, what measures or safeguards are 
expected to be put in place to manage and 
minimise any actual or potential conflicts that 
may arise, for example, in terms of investment 
allocation?    

The management company of an LAF has the duty to manage the LAF in the best 
interests of the holders (5.10(a) of the UT Code) and to avoid or manage any actual 
or potential conflicts by appropriate measures and safeguards to ensure investors’ 
interests can be sufficiently protected (GP4 and 4.2 of OAP). 
 
To manage and minimise any conflicts of interest which may arise in the allocation 
of investment opportunities, for example, an investment allocation policy may be put 
in place. Such policy should be designed to ensure the LAF holders will be treated 
fairly and their interests will not be prejudiced. The investment allocation policy is 
expected to include at least the following: 
 

• a clear mechanism with objective and rule-based criteria outlining how each 
allocation would be determined; 

• proper processes to deal with overlapping investments and co-investment 
opportunities; 

• measures and controls in place such that any overlapping investments or 
unsolved conflicts would be properly considered by persons not involved in the 
decision making;     

• sufficient human and technical resources to support the efficient implementation 
of the policy; 

• clear documentation of all allocations made including the rationale for each 
decision, particularly in cases where allocations differ between the LAF and the 
other funds managed or advised by the management company or investment 
adviser;   

• regular review (for instance, at least annually) of the policy and its 
implementation by the INEDs and/or audit committee to ensure compliance; and 
regular review by the LAF’s trustee / custodian of the management company’s 
implementation of and compliance with the policy; and 
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• disclosure of the policy and its implementation to the LAF holders, such as in the 
LAF’s annual report. 

 
The offering documents should contain a description of the LAF’s investment 
allocation policy.  
 

Others  

19.  Can an investment delegate be appointed?  An investment delegate may be appointed subject to the SFC’s prior approval and 
should be based in an Acceptable Inspection Regime. A list of Acceptable 
Inspection Regimes is available on the SFC’s website14. In addition, the SFC will 
consider factors such as the delegate’s track record with relevant products.  
 

20.  Does an LAF need to hold Annual General 
Meetings (“AGMs”)? 

Subject to the LAF’s constitutive documents, it is not mandatory to do so. However, 
we consider that it would be good practice for an LAF to hold AGMs for good 
corporate governance. 
 

21.  Are management companies required to make 
available the latest portfolio holdings of their 
LAFs to investors? 

In addition to disclosing portfolio holdings of LAFs in their financial reports pursuant 
to Appendix E to the UT Code, for better transparency, we generally require the 
management company of an LAF to make available on its website and/or the 
website of the LAF, a monthly update of each investment comprising the latest 
portfolio holdings of the LAF, including information comparable to that presented in 
the illustrative portfolio of the LAF as detailed in its prospectus. 
 

22.  Are internal control assessments on the 
management companies required?  

We may on a case-by-case basis require an internal control assessment report to be 
submitted, for example, where the management company of the proposed LAF is 
newly set up or lacks experience in managing public funds. The management 
company may be required to engage a competent audit firm to (i) independently 
review whether the management company’s internal controls and procedures are 

 
14 List of recognised jurisdiction schemes and inspection regimes 

https://www.sfc.hk/en/Regulatory-functions/Products/List-of-publicly-offered-investment-products/List-of-recognised-jurisdiction-schemes-and-inspection-regimes
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suitably designed and adequate to ensure compliance with all Applicable 
Regulations; and (ii) one year after the launch of its first LAF, independently review 
the effectiveness of such controls and procedures in complying with the Applicable 
Regulations.  
 

23.  What are the requirements for keeping offering 
documents and other related information of an 
LAF up to date after listing? How can investors 
access the latest information about an LAF post-
listing? 

In view of the ongoing disclosure requirements in 11.1B of the UT Code and 
Appendix E3 to the Listing Rules for listed CIS issuers to inform SEHK of certain 
events, taking into account the nature of LAFs as the SFC-authorised listed CIS 
products, the management company of an LAF should, by way of public 
announcements, disclose to investors any information or transaction concerning the 
LAF which (i) is necessary to enable investors to appraise the position of the LAF; or 
(ii) is necessary to avoid a false market in the LAF’s units / shares; or (iii) might be 
reasonably expected to materially affect market activity in the LAF or the price of its 
the units / shares.   
 
In addition, the management company must ensure that the SFC-authorised Key 
Facts Statement of the LAF (which is published on the websites of the LAF and 
SEHK) continues to be up-to-date and contain such additional information as the 
prevailing market circumstances would warrant to ensure investors are provided with 
all information necessary to make an informed decision.   
 
Also, for good governance and better transparency, the management company is 
generally expected to keep investors up-to-date by making available on the LAF’s 
website relevant information concerning the LAF, for example:  
 

• its latest annual and interim financial reports; 

• any public announcements made; 

• the last NAV and NAV per unit / share (updated at least quarterly);    

• a description of its latest portfolio holding (please refer to FAQ 21 above); 

• its valuation policy including the key valuation assumptions and parameters 
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applied in valuing its investments; 

• if applicable, its target dividend and the composition of dividends payable on 
the units / shares. 
 

Separately, new offering documents are required to be authorised by the SFC and 
issued for any public offerings of newly issued units / shares of the LAF after listing.  
 

 


