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1. Mffl&~~ B Wl 

filtH~ ZUfi ia(~ 

2000 1f m 20 ~f~¥tl 

fri!&-&'§ -~-2000 1f 3 Ji 23 B 

o) ::z1s:1~¥tlPJ"5iffiff.!, <20001¥m31' (~m~tHi) (ftil) f~fm 0 

m *•~mM~--~~-&~--0~ffi~l3'9BM&••· 

2. -~ 
<m31'f~¥tlHm 333 J\[) m 2(1) 1~:mrftil, -JJuA-

'"'0P1~11l" (group of companies) Jel.lf<0P1.f91JHm 32 J\[) m 2(1) f~~r~"iii!J 
13'9lffi~; 

"~fM!'ffJ_ll!_;j:Jf' (Monetary Authority) ffi:t!.Hf O~lll~~f~f§tlHm 66 J\[) m 5A 
f~~~{fff.!,~fM!'ffJ_ll[;j:ji 13'9A. ; 

"1.l"cJ.!fe" (record) ffi :;r, iiifu ~ {f foJ 1J .:i:t ~ 1t , ifc. d JW t¥ 13'9 {f foJ W t-l- £ • , sl:H1 
n;-

(a) f:HoJftfffi , *c.fffidtt~Wt-l-13'9Jtftxf4 ; ffi. 
W ffW~W~*~~WM13'9£•R-£.ffldJ't~-~; 

"~i!AA~~'lif" (Insurance Authority) ffi~!f < ~i!AA0P1 f~f§lD (m 41 J\[) m 4 f~~ 
~{f ff.!,~i!AA~~'!lf13'90lllA~ ; 
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HONG KONG SPECIAL ADMINISTRATIVE REGION 

ORDINANCE No. 20 OF 2000 

G TUNG Chee-hwa 
Chief Executive 
23 March 2000 

An Ordinance to amend the Securities Ordinance to regulate securities margin 
financing and to provide for related matters. 

Enacted by the Legislative Council. 

1. Short title and commencement 

(1) This Ordinance may be cited as the Securities (Margin Financing) 
(Amendment) Ordinance 2000. 

(2) This Ordinance shall come into operation on a day to be appointed 
by the Secretary for Financial Services by notice published in the Gazette. 

2. Interpretation 

Section 2(1) of the Securities Ordinance (Cap. 333) is amended by 
adding-

" "accounting records" (i"1~Hc•) includes any records relating to trust 
accounts required to be kept under this Ordinance; 

"business day" (tf~ 8) means a day (excluding Saturday) on which banks 
in Hong Kong are open for business; 

"financial accommodation" (MR~i!) 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 a debt that in substance is a loan, and 
also includes an agreement to secure the payment or repayment of 
any such accommodation; 

"group of companies" (0P1~11l) has the meaning assigned to it by section 
2(1) of the Companies Ordinance (Cap. 32); 

"Insurance Authority" (~~!~~'llf) means the public officer appointed as 
the Insurance Authority under section 4 of the Insurance Companies 
Ordinance (Cap. 41); 
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"ilitm~ tl'..$" (margin ratio) iJt4lt•m3j'mW &Ii rm~ , m•mw &liflffi~::Jit'ffills 
*$•rm•s*.$¾m~tt~•3j'xa•~•3j'*•~••A~¥~F~• 
·•3j'mW~*•mw~M~T,-&ff~-~F~~ffi--~~-ffl~ 
fl!!.%:rl'.;~M&w■) ~:15:il11i•t!i ; 

"ilitm~flffi" (margin value) iJt4lt•m3j'11£W&li rm~ , :&m3j'x£ -~-3j'ilitm 
~--A~::lit~F~·-•3j'mW&1i*amw~M~T•-&ff~-~F~ 
1m11••~ c~•11t~1m%:rl'.;~M&w■) ~:1;:il11i•t!i ; 

"il11it.'&A~" (officer) i,ltf:f:{iiJJ'!lllrm~, ffijf~, tlHl~~fl!!.~&-l'!lll~~:f.l!!~ 
A; 

"M&wi!Ml" (financial accommodation) :&1i:tt~•~ffi-=-1f~¥A3!fl£f:t'i~~iit 
••mm•~aw••~~~~m,ft~§m•~-e~•~•-••·• 
ilit&~M•M~B••••~¾-~••~•~•~§ffiilitm•~w•~tt -~--~M1!ii; 

"iE~" (record) §ffimi~fllllrff ; 
"tt-Jffi•WA" (registered financier) ffif:f:{iiJB~-Jffiam3j'ilitm~■WA~A; 
"N1-lffii!MlWA f-\';:;&" (registered financier's representative) :&fffiiJB N.:t-lffi ~-3j'ilitm 

~MWA.ft:;&~A; 
"frttf.lc~" (accounting records) §f,slll~:zt.:~-WtlmJE~tlfr¥~ft~iv&F ~ f:f:{iiJf.lc 

~; 
"!ft~ B" (business day) ffi"lHM1H'r!matt~~ B -f- (~§f,s£M/\) ; 
"m3j'mW &Ii" (securities collateral) f,ltff{iiJxS -~-3j'ilitm~•WA1m~ • :&T 

,;um3j'-
Ca) am11t•xa •~■WA1£fMit&w■rmr¥a~•xa •~••A 

*amw~m3j';~ 
w •~~•m•xa•~••A~•¥~~m•mM&w■rmr¥a~ 

aw~~A~•3j'•rm•xa•~••A¾~•~~mT~•~m 
W-ffm~m3j'_.,:~ti~~ ; ~ 

(c) (f.li,ltffi 81A firm l3) ~W11tl£f:t'iJ1i&w■ ~;,i,~~f1!!. § ~1m1¥1IX~ 
•xs•*amw~•3j'; 
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"margin ratio" (ilitm~tt.$), in relation to each description of securities 
collateral, means the percentage of the value of such collateral up to 
which a client is generally permitted to borrow ( or otherwise secure 
other forms of financial accommodation) from a securities dealer or 
securities margin financier against that particular description of 
securities collateral; 

"margin value" (ilitm~fJ!ffi), in relation to each description of securities 
collateral, means the maximum amount of money which a client is 
generally permitted to borrow ( or otherwise secure other forms of 
financial accommodation) from a securities dealer or securities 
margin financier against that particular description of securities 
collateral; 

"Monetary Authority" (~■~::@.-~) means the person appointed as the 
Monetary Authority under section 5A of the Exchange Fund 
Ordinance (Cap. 66); 

"officer" (il11if.1/tA.~), in relation to a corporation, means a director, 
secretary or other person concerned in the management of the 
corporation; 

"record" (f.lc~), when used as a noun, means any record of information, 
however compiled, recorded or stored, and includes-

( a) any book, register or other document containing 
information; and 

(b) any disc, tape or other article from which information is 
capable of being produced; 

"record" (ilc~ ), when used as a verb, includes compile and store; 
"registered financier" (~1-Jffi■lfV\.) means a person registered as a 

securities margin financier; 
"registered financier's representative" (tt-Jffi■WAft:'&) means a person 

registered as a securities margin financier's representative; 
"securities collateral" (m3j'mW &Ii), in relation to a dealer or a securities 

margin financier, means securities deposited-
(a) with the dealer or financier as security for the provision by 

the dealer or financier of financial accommodation; or 
(b) with any other person to facilitate the provision of financial 

accommodation by the dealer or financier under an 
arrangement that confers on the dealer or financier a 
collateral interest in the securities; or 

(c) for the purpose of section 81A only, with the dealer as 
security for a purpose other than the provision of financial 
accommodation; 

"securities margin financier" (m3j'ilitm~■WA) means a person who 
carries on a business of securities margin financing, whether the 
person carries on any other business or not; 
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"securities margin financier's representative" (■~W■:ii}:■RA 1-t*), in 
relation to a securities margin financier, means-

(a) a person in the employment of, or acting for or by 
arrangement with, a securities margin financier who for 
remuneration performs for the financier any function 
relating to the business of securities margin financing 
carried on by the financier, other than work normally 
performed by an accountant, clerk or cashier; or 

(b) a director of the financier who actively participates in, or is 
directly responsible for supervising, the financier's business 
of securities margin financing; 

"securities margin financing" (■~W■:ii}:■R) means providing financial 
accommodation in order to facilitate the acquisition of securities 
listed on a stock exchange and, where applicable, the continued 
holding of those securities, whether or not those or other securities 
are pledged as security for the accommodation;". 

3. Part added 

The following is added-

"PART XA 

SECURITIES MARGIN FINANCING 

Division I-Preliminary 

121B. Application of Part XA 

(1) This Part applies only to a business of secunttes margin 
financing carried on in Hong Kong in so far as the business relates to 
securities listed on a stock exchange (whether located in Hong Kong or 
elsewhere). 

(2) Subject to subsection (3), this Part does not apply to any of the 
activities listed in Schedule 4, and a person who carries on such activities 
and no other securities margin financing, need not be registered as a 
securities margin financier. 

(3) Where a person carries on a business of securities margin 
financing to which this Part applies and, in addition, carries on any of the 
activities listed in Schedule 4, then this Part applies to such other 
activities. 

(4) The Commission may, by notice in the Gazette, add to, delete 
from or modify any of the provisions in Schedule 4. 
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Division 2-Registration of securities margin financiers 

121 C. Securities margin financing prohibited 
except by registered financier 

A635 

(1) Subject to section 121B(2), a person must not, in Hong Kong­
(a) carry on a business of securities margin financing; or 
(b) hold out that the person carries on such a business, 

unless the person is registered as a securities margin financier. 
(2) A person who contravenes subsection (1) commits an offence 

and is liable-
(a) on conviction on indictment, to a fine of $1,000,000 and to 

imprisonment for 5 years and, in the case of a continuing 
offence, to a further fine of $2,000 for each day during 
which the offence continues; or 

(b) on summary conviction, to a fine at level 6 and to 
imprisonment for 6 months and, in the case of a continuing 
offence, to a further fine of $500 for each day during which 
the offence continues. 

(3) Where a person provides financial accommodation and 
reasonably believes that it is not to be used to facilitate the acquisition of 
securities listed on a stock exchange or the continued holding of such 
securities, the person providing the financial accommodation does not 
contravene this section. 

121D. Unregistered person not to act as representative 
of registered fmancier 

(1) A person must not, in Hong Kong-
(a) act as a representative of a registered financier; or 
(b) hold out that the person is such a representative, 

unless the person is registered as a securities margin financier's 
representative. 

(2) A person who contravenes subsection (1) commits an offence 
and is liable on conviction to a fine at level 4 and, in the case of a 
continuing offence, to a further fine of $500 for each day during which the 
offence continues. 

121E. Who is eligible to be registered under this Part 

(1) A person is eligible to be registered as a securities margin 
financier only if-

(a) the person is a company; and 
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(b) the person carries on no business other than securities 
margin financing, except business that is necessarily 
incidental to carrying on such business. 

(2) Only a natural person who has reached 18 years of age is eligible 
to be registered as a securities margin financier's representative. 

121F. Application for registration 

(1) Any eligible person may apply to the Commission to be 
registered as a securities margin financier or a securities margin financier's 
representative. 

(2) An application for registration must-
(a) contain such information as is prescribed by Commission 

rules; and 
(b) be accompanied by such documents and by such fee as are 

so prescribed. 
(3) An applicant must furnish to the Commission, at the time of the 

application, such information as may reasonably be required by the 
Commission-

(a) regarding the services which, if the application is allowed, 
the applicant will hold himself out as being able to provide; 
and 

(b) regarding the business which the applicant proposes to 
carry on and to which the application relates, or relating to 
any person whom the applicant intends or proposes to 
employ in such business or any person with whom the 
applicant intends to be associated in the course of carrying 
on such business; and 

(c) to enable the Commission to take into account any matter 
relating to-

(i) any person who is or is to be employed by, or 
associated with, the applicant for the purposes of the 
proposed business to which the application relates; and 

(ii) any person who will be acting as a representative in 
relation to such business; and 

(iii) any substantial shareholder, director or officer of the 
applicant, any other company in the same group of 
companies as the applicant or to any director or officer 
of any such other company. 

(4) An applicant or other person who, in or in relation to an 
application under this section, makes any representation, whether orally 
or in writing, that the person knows to be materially false or misleading 
commits an offence and is liable-
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(a) on conviction on indictment, to a fine of $1,000,000 and to 
imprisonment for 5 years; or 

(b) on summary conviction, to a fine at level 6 and to 
imprisonment for 6 months. 

(5) For the purposes of subsection (4), "representation" ($•) 
means a representation-

( a) of a matter of fact, either present or past; or 
(b) about a future event; or 
(c) about an existing intention, opinion, belief, knowledge or 

other state of mind. 
(6) Proceedings for an offence under subsection (4) may be brought 

at any time within 6 months after the discovery of the offence. 

121G. Grant or refusal of application for registration 
as securities margin financier 

(1) This section applies to an application for registration as a 
securities margin financier. 

(2) The Commission may refuse the application if-
(a) the application does not comply with section 121F; or 
(b) the applicant has not provided the Commission with such 

information relating to it or any person employed by or 
associated with it, and to any circumstances likely to affect 
its method of conducting business as may be prescribed by 
or under this Ordinance; or 

(c) any director of the applicant is detained under the Mental 
Health Ordinance (Cap. 136) in a mental hospital or is a 
person suffering or appearing to suffer from mental 
disorder within the meaning of that Ordinance; or 

(d) any director of the applicant is an undischarged bankrupt 
or has entered into a voluntary arrangement with the 
director's creditors within the meaning of the Bankruptcy 
Ordinance (Cap. 6); or 

(e) the applicant does not have the financial resources specified 
in the financial resources rules as being necessary to enable 
a business of securities margin financing to be carried on. 

(3) The Commission must refuse the application unless at least one 
director of the applicant is or will be approved by the Commission under 
section 121 I. 

(4) The Commission must also refuse the application if the applicant 
does not satisfy the Commission that it is a fit and proper person to be 
registered as a securities margin financier. 
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(5) In considering whether the applicant is a fit and proper person 
to be registered as a securities margin financier, the Commission must, in 
addition to any other matter that the Commission considers relevant, 
have regard to the following matters-

(a) the current and past financial status of the applicant and its 
officers; 

(b) the educational or other qualifications or experience of the 
applicant's officers having regard to the nature of the 
functions that they will perform if the application is 
granted; 

(c) the ability of the applicant's officers to perform those 
functions efficiently, honestly and fairly; 

(d) the reputation, financial integrity and reliability of the 
applicant and the reputation, character, financial integrity 
and reliability of the applicant's officers; 

(e) any decision granting or refusing an application for 
authorization made in respect of the applicant-

(i) by the Monetary Authority or the Insurance Authority; 
or 

(ii) by any other authority (whether in Hong Kong or 
elsewhere) that in the opinion of the Commission 
performs a function similar to that imposed on the 
Commission by this section or section 121H or 1211. 

(6) For the purposes of this section, the Commission may take into 
account any relevant information in its possession whether provided by 
the applicant or by some other person. 

(7) For the purposes of this section, the Commission may take into 
account any information that it has relating to-

( a) any person who is or is to be employed by, or associated 
with, the applicant for the purposes of the business to which 
the application relates; and 

(b) any person who will be acting as a representative in relation 
to that business; and 

(c) any substantial shareholder of the applicant or of any other 
company belonging to the same group of companies, or any 
officer of any such other company. 

(8) The Commission must not refuse the application without first 
giving the applicant an opportunity of being heard. 

(9) As soon as practicable after refusing an application made under 
this section, the Commission must give written notice of the refusal to the 
applicant and must include in the notice the reasons why the application 
was refused. 
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to authorization includes a 

121H. Grant or refusal of application for registration as 
securities margin financier's representative 

(1) This section has effect where a natural person makes an 
application for registration as a securities margin financier's 
representative. 

(2) The Commission may refuse the application if-
(a) the application does not comply with section 121F; or 
(b) the applicant has not provided the Commission with such 

information as may be prescribed by or under this 
Ordinance; or 

(c) the applicant is detained under the Mental Health 
Ordinance (Cap. 136) in a mental hospital or is a person 
suffering or appearing to suffer from mental disorder within 
the meaning of that Ordinance; or 

(d) the applicant is an undischarged bankrupt or has entered 
into a voluntary arrangement with the applicant's creditors 
within the meaning of the Bankruptcy Ordinance (Cap. 6). 

(3) The Commission must refuse the application if the applicant 
does not satisfy the Commission that the applicant is a fit and proper 
person to be registered as a securities margin financier's representative. 

(4) In considering whether the applicant is a fit and proper person 
to be registered as a securities margin financier's representative, the 
Commission must, in addition to any other matter that the Commission 
considers relevant, have regard to the following matters-

(a) the applicant's current and past financial status; 
(b) the applicant's educational or other qualifications or 

experience having regard to the nature of the functions that 
the applicant will perform if the application is granted; 

(c) the applicant's ability to perform those functions efficiently, 
honestly and fairly; 

(d) the applicant's reputation, character, financial integrity and 
reliability; 

(e) any decision granting or refusing an application for 
authorization made in respect of the applicant-

(i) by the Monetary Authority or the Insurance Authority; 
or 
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(ii) by any other authority (whether in Hong Kong or 
elsewhere) that in the opinion of the Commission 
performs a function similar to that imposed on the 
Commission by this section or section 121G or 1211; 

(j) any matter relating to a person who is or is to be associated 
with the applicant in relation to the business of the 
securities margin financier for whom the applicant will act if 
the application is granted; 

(g) any business carried on or proposed to be carried on by the 
applicant. 

(5) For the purposes of this section, the Commission may take into 
account any relevant information in its possession whether provided by 
the applicant or by some other person. 

(6) The Commission must not refuse the application without first 
giving the applicant an opportunity of being heard. 

(7) As soon as practicable after refusing an application made under 
this section, the Commission must give written notice of the refusal to the 
applicant and must include in the notice the reasons why the application 
was refused. 

(8) In subsection (4), a reference to authorization includes a 
reference to registration and licensing. 

1211. Registered financier not to carry on business 
unless it has an approved director 

(1) A registered financier must not carry on a business of securities 
margin financing unless at least one director of the financier is approved 
by the Commission under this section. 

(2) A registered financier that carries on business in contravention 
of subsection (1) commits an offence and is liable-

(a) on conviction on indictment, to a fine of $200,000 and, in 
the case of a continuing offence, to a further fine of $2,000 
for each day during which the offence continues; or 

(b) on summary conviction, to a fine at level 5 and, in the case 
of a continuing offence, to a further fine of $500 for each 
day during which the offence continues. 

(3) A director of a registered financier, or of a company that has 
applied to be registered as a securities margin financier, may apply in 
writing to the Commission to be approved under this section. 

(4) The Commission may refuse the application if the applicant­
(a) is not, or has not applied to be, registered as a securities 

margin financier's representative; or 
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(b) does not satisfy the Commission that the applicant-
(i) actively participates or will actively participate in the 

business of securities margin financing that the 
registered financier or the company that has applied to 
be so registered carries on or proposes to carry on; or 

(ii) is or will be directly responsible for the supervision of 
that business; or 

(iii) is a fit and proper person to supervise that business. 
(5) In considering whether the applicant is a fit and proper person 

to be approved under this section. the Commission must. in addition to 
any other matter that the Commission considers relevant, have regard to 
the matters specified in section l21H(4). 

(6) For the purposes of subsection (4), the Commission may have 
rega~d to any information in its possession whether provided by the 
applicant or not. 

(7) The Commission must not refuse the application without first 
giving the applicant an opportunity of being heard. 

. (8) . As soon as practicable after refusing an application made under 
this sect10n. the Commission must give written notice of the refusal to the 
applicant and must include in the notice the reasons why the application 
was refused. 

121J. Commission may impose conditions and restrictions 
in granting application for registration 

(1) Registration as a securities margin financier or as a securities 
margin financier•s representative is subject to-

(a) such conditions and restrictions (if any) as are prescribed by 
Commission rules; and 

(b) such conditions and restrictions (if any) as the Commission 
imposes when granting the application for registration or at 
any time while registration remains in force. 

(2) The Commission may, at any time, revoke or vary conditions or 
restrictions imposed under subsection (l)(b). 

(3) The Commission must not impose conditions or restrictions 
under subsection (l)(b), or vary any such conditions or restrictions 
without first giving the registered financier or registered financier'~ 
representative an opportunity of being heard, and the Commission must 
provide reasons for its decision when requested to do so. 
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(1) Conditions and restrictions that may be imposed on a registered 
financier under section 12 IJ include (but are not limited to) a condition 
requiring the financier to lodge and maintain with the Commission a 
security approved by the Commission for such amount not exceeding the 
amount prescribed by Commission rules for such purpose. 

(2) If a security is lodged with the Commission in accordance with a 
condition to which registration is subject in accordance with subsection 
(1), the Commission may apply the security in such circumstances, for 
such purposes and in such manner as is prescribed by Commission rules. 

121L. Special condition applicable to registered 
f'"manciers' representatives 

It is a condition of registration as a registered financier's 
representative that the representative must not act for a registered 
financier other than the financier whose name currently appears in the 
representative's certificate of registration. 

121M. Commission to issue certificate of registration 

(1) On granting an application for registration as a securities margin 
financier, the Commission must issue the applicant with a certificate of 
registration authorizing the applicant to carry on a business of securities 
margin financing. 

(2) On granting an application for registration as a securities margin 
financier's representative, the Commission must issue the applicant with a 
certificate of registration authorizing the applicant to act as a securities 
margin financier's representative. The certificate must specify the name of 
the registered financier for whom the applicant is authorized to act. 

121N. Information and statements to be 
given to Commission 

(1) A registered financier must lodge such written information or 
statements in relation to the securities margin financing business carried 
on by the financier as the Commission from time to time directs. 

(2) If the Commission requires a registered financier to have a 
statement specified in a direction given under subsection (1) audited by an 
auditor of the financier before it is lodged, the financier must comply with 
the requirement. 

(3) The Commission may extend the period for compliance with a 
direction given under subsection (1). 
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Margin Financiers and Securities Margin 
Financiers' Representatives 
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(I) The Commission must keep a Register of Securities Margin 
Financiers and a Register of Securities Margin Financiers' 
Representatives for the purposes of this Part. 

(2) The Commission must enter in the Register of Securities Margin 
Financiers the following particulars in relation to each registered 
financier-

(a) the financier's name; 
(b) the name of each of the directors of the financier approved 

under section 1211; 
(c) the address of the financier's principal place of business; 
(d) the date on which the application for registration was 

granted; 
(e) any other matters prescribed by Commission rules. 

(3) The Commission must enter in the Register of Securities Margin 
Financiers' Representatives the following particulars in relation to each 
registered financier's representative-

(a) the representative's name; 
(b) the address of the principal place of business of the 

registered financier for whom the representative is 
authorized to act; 

(c) the date on which the application for registration was 
granted; 

(d) any other matters prescribed by Commission rules. 
(4) If a person has ceased to be registered under this Part, the 

Commission must cancel the registration and record the cancellation in 
the relevant Register. 

( 5) Whenever the office of the Commission is open for business, any 
person may, in accordance with Commission rules, inspect the Registers 
and make a copy of an entry in the Registers relating to a particular 
person. 

(6) A copy of an entry in a Register that purports to be certified by 
an officer authorized by the Commission is admissible in any legal 
proceedings as evidence of its contents until the contrary is proved. 
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(1) The Commission must, not less than once in each calendar year, 
publish in the Gazette the names and addresses of all persons who are 
registered as securities margin financiers and securities margin financiers' 
representatives. 

(2) If either of the Registers kept under section 1210 is amended by 
adding or removing a person's name, the Commission must publish in the 
Gazette particulars of the amendment within 1 month after making it. 

121Q. Registered fmancier and registered fmancier's 
representative to notify change in particulars 

(1) Within 7 business days after a change occurs in a particular 
prescribed by Commission rules that relates to a registered financier, the 
financier must give written notice of the change to the Commission . 

(2) Within 1 business day after a registered financier ceases to carry 
on the business of securities margin financing, the financier must give 
written notice of that fact to the Commission. 

(3) Within 7 business days after a person is appointed or ceases to 
be appointed as a director of a registered financier, the financier must give 
written notice to the Commission of the appointment or cessation of 
appointment and the person's name and address . 

(4) Within 7 business days after a change occurs in a particular 
prescribed by Commission rules that relates to a registered financier's 
representative, the representative must give written notice of the change to 
the Commission. 

(5) Within 1 business day after a registered financier's representative 
ceases to act for a registered financier, the financier and representative 
must each give written notice of that fact to the Commission. 

(6) A notice required to be given under this section must be in a 
form provided or approved by the Commission. 

(7) A registered financier or registered financier's representative 
who, without reasonable excuse, fails to comply with a requirement of this 
section commits an offence and is liable on conviction to a fine at level 2. 

121R. Revocation and suspension of registration 
of registered financier 

(1) The registration of a registered financier is revoked if the 
financier is struck off the register of companies or is otherwise dissolved. 
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(2) The Commission may revoke the registration of a registered 
financier if-

( a) the financier is in liquidation or is ordered to be wound up; 
or 

(b) a receiver, or a receiver and manager, of the financier's 
property is appointed; or 

(c) the financier is not carrying on a business of securities 
margin financing; or 

(d) a levy of execution relating to the financier has not been 
satisfied; or 

(e) the financier enters into a compromise or an arrangement 
with its creditors; or 

(j) the financier or any of the financier's officers is convicted, 
whether in Hong Kong or elsewhere, of an offence the 
conviction for which necessarily involved a finding that the 
officer acted fraudulently or dishonestly; or 

(g) the financier or any of the financier's officers is convicted of 
an offence against this Ordinance; or 

(h) the financier contravenes section 1211(1 ). 
(3) The Commission must not revoke the registration of a registered 

financier under subsection (2) without first giving the financier an 
opportunity of being heard. 

(4) The Commission may also revoke a registered financier's 
registration at the financier's request. 

(5) The Commission may, instead of revoking the registration of a 
registered financier under subsection (2), suspend that registration for 
such period, or until the happening of such event, as it determines. 

(6) The Commission may at any time vary or revoke a suspension of 
registration of a registered financier if it believes it to be appropriate to do 
so. 

121S. Powers of Commission in relation to 
misconduct of registered financier 

(1) The Commission may at any time mqmre into any of the 
following matters-

(a) whether a registered financier-
(i) has failed to provide the Commission, whether before 

or after becoming registered under this Part, with such 
information relating to the financier, and to any 
circumstances likely to affect the financier's method of 
carrying business, as may be required by or under this 
Ordinance; or 
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(ii) has provided the Commission with any such 
information but the information is materially false or 
misleading; or 

(iii) is or has been guilty of any misconduct in relation to 
the carrying on of the financier's business; or 

(iv) for any other reason, is no longer a fit and proper 
person to be registered as a securities margin financier; 
or 

(b) whether any of the financier's officers-
(i) is or has been guilty of any misconduct; or 
(ii) is a fit and proper person to be concerned in the 

management of the financier's business; or 
(c) whether any of the circumstances referred to in section 

121R(2) has occurred in respect of a particular registered 
financier. 

(2) In considering whether a registered financier is a fit and proper 
person to continue to be registered, the Commission must, in addition to 
any other matter that the Commission considers relevant, have regard to 
the following matters-

(a) the current and past financial status of the financier and its 
officers; 

(b) the educational or other qualifications or experience of the 
financier's officers having regard to the nature of the 
functions that they are required to perform; 

(c) the ability of the financier's officers to continue to perform 
those functions efficiently, honestly and fairly; 

(d) the financier's reputation, financial integrity and reliability 
and the reputation, character, financial integrity and 
reliability of the financier's officers. 

(3) After inquiring under this section into a matter relating to a 
registered financier or an officer of the financier, the Commission may if 
it thinks fit-

(a) revoke the financier's registration; or 
(b) suspend the financier's registration for such time, or until 

the happening of such event, as it may determine; or 
(c) reprimand the financier or officer. 

(4) The Commission must not take any action under subsection (3) 
without first giving the financier or officer concerned an opportunity of 
being heard. 

(5) For the purposes of this section, "misconduct" (~Sfiff.!i) 
means-
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(a) a contravention of a provision of this Ordinance or of the 
Securities and Futures Commission Ordinance (Cap. 24) 
that relates to carrying on a business of securities margin 
financing; or 

(b) a failure to comply with a requirement made by the 
Commission under this Ordinance or the Securities and 
Futures Commission Ordinance (Cap. 24) that relates to 
carrying on a business of securities margin financing; or 

(c) a contravention of a condition or restriction of the 
registration of a registered financier or of the registration of 
a registered financier's representative who is authorized to 
act for the financier; or 

(d) an act or omission by a registered financier, or by a 
registered financier's representative who is authorized to act 
for the financier, that is or is likely to be prejudicial to the 
interests of members of the investing public. 

121 T. Revocation and suspension of registration 
of registered financier's representative 

(1) The registration of a registered financier's representative is 
revoked by the representative's death. 

(2) The Commission may revoke the registration of a registered 
financier's representative if-

(a) the representative is detained under the Mental Health 
Ordinance (Cap. 136) in a mental hospital or is a person 
suffering or appearing to suffer from mental disorder within 
the meaning of that Ordinance; or 

(b) the representative is the subject of a bankruptcy order 
or enters into a voluntary arrangement with the 
representative's creditors within the meaning of the 
Bankruptcy Ordinance (Cap. 6); or 

(c) the representative is convicted, whether in Hong Kong or 
elsewhere, of an offence the conviction for which necessarily 
involved a finding that the person acted fraudulently or 
dishonestly; or 

(d) the representative is convicted of an offence against this 
Ordinance; or 

(e) the representative ceases to act for the registered financier in 
relation to whom the representative is registered; or 

(j) the registration of the registered financier in relation to 
whom the representative is registered is revoked or 
suspended. 
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(3) The Commission must not revoke the registration of a registered 
financier's representative under subsection (2) without first giving the 
representative an opportunity of being heard. 

(4) The Commission may also revoke the registration of a registered 
financier's representative at the request of the representative or the 
registered financier for whom the representative acts. 

(5) The Commission may, instead of revoking the registration of a 
registered financier's representative under subsection (2), suspend that 
registration for such period, or until the happening of such event, as it 
determines. 

(6) The Commission may at any time vary or revoke a suspension of 
registration of a registered financier's representative if it believes it to be 
appropriate to do so. 

121U. Powers of Commission in relation to misconduct of 
registered fmancier's representative 

(1) The Commission may at any time inquire into whether a 
registered financier's representative-

(a) has failed to provide the Commission, whether before or 
after becoming registered under this Part, with such 
information relating to the representative as may be 
required by or under this Ordinance; or 

(b) has provided the Commission with any such information 
but the information is materially false or misleading; or 

(c) is or has been guilty of any misconduct in relation to the 
business of the registered financier for whom the 
representative acts or formerly acted; or 

(d) for any other reason, is no longer a fit and proper person 
to be registered as a securities margin financier's 
representative. 

(2) In considering whether a registered financier's representative is a 
fit and proper person to continue to be registered, the Commission must, 
in addition to any other matter that the Commission considers relevant, 
have regard to the following matters-

(a) the representative's current and past financial status; 
(b) the representative's educational or other qualifications or 

experience, having regard to the nature of the functions that 
the representative is required to perform; 

(c) the representative's ability to perform those functions 
efficiently, honestly and fairly; 

(d) the representative's reputation, character, financial integrity 
and reliability. 
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(3) After inquiring into a matter relating to a registered financier's 
representative, the Commission may if it thinks fit-

(a) revoke the representative's registration; or 
(b) suspend the representative's registration for such time, or 

until the happening of such event, as it may determine; or 
(c) reprimand the representative. 

(4) The Commission must not take any action under subsection (3) 
without first giving the representative concerned an opportunity of being 
heard. 

(5) For the purposes of this section, "misconduct" (;/c#fia) 
means-

(a) a contravention of a provision of this Ordinance or of the 
Securities and Futures Commission Ordinance (Cap. 24) 
that relates to carrying on a business of securities margin 
financing; or 

(b) a failure to comply with a requirement made by the 
Commission under this Ordinance or the Securities and 
Futures Commission Ordinance (Cap. 24) that relates to 
carrying on a business of securities margin financing; or 

(c) a contravention of a condition or restriction of the 
registration of a registered financier's representative; or 

(d) an act or omission by a registered financier's representative 
that is or is likely to be prejudicial to the interests of 
members of the investing public. 

121V. Powers of Commission in relation to approved 
director of registered financier 

(I) The Commission may at any time inquire into whether a director 
of a registered financier approved under section 121I is no longer a fit and 
proper person to be responsible for supervising the financier's business of 
securities margin financing. 

(2) In considering whether a director is a fit and proper person to 
continue to be responsible for supervising the financier's business of 
securities margin financing, the Commission must, in addition to any 
other matter that the Commission considers relevant, have regard tq the 
following matters-

(a) the director's ability to be responsible for supervising the 
financier's business of securities margin financing; 

(b) the director's reputation, character, financial integrity and 
reliability. 

(3) After inquiring into a matter relating to a director approved under 
section 121I, the Commission may, if it thinks fit, revoke the approval. 
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(4) The Commission must not revoke the approval of a director 
under this section without first giving the director an opportunity of being 
heard. 

121W. Commission to give written notice of decisions 

(I) On deciding to revoke or suspend the registration of a registered 
financier under section 121R or 121S, or to take any other action against 
a registered financier or an officer of the financier under section 121S, the 
Commission-

(a) must give written notice of the decision to the financier or 
officer; and 

(b) must include in the decision a statement of the reasons on 
which it is based. 

(2) On deciding to revoke or suspend the registration of a registered 
financier's representative under section 121 T or 121 U, or to take any 
other action against a registered financier's representative under section 
121 U, the Commission-

(a) must give written notice of the decision to the 
representative; and 

(b) must include in the decision a statement of the reasons on 
which it is based. 

(3) On deciding to cancel the approval of a director of a registered 
financier under section 121V, the Commission-

(a) must give written notice of the decision to the director; and 
(b) must include in the decision a statement of the reasons on 

which it is based. 

121X. Additional powers of Commission for direction 
of registered financier or registered 
financier's representative 

(1) In addition to the powers under sections 121R, 121S, 121T and 
121 U, the Commission may issue a direction to a registered financier or 
registered financier's representative to limit its or his business operations 
in a manner specified in the direction, including, without limiting this 
section, for the purpose of-

(a) closing down the operations in connection with a revocation 
of registration; or 

(b) carrying on only essential operations for the protection of 
client's interests during a period of suspension of 
registration. 
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(2) Where a direction is issued under this section to a person in 
connection with revocation of registration or suspension of registration 
and that person carries on business operations in accordance with such a 
direction, he is deemed not to contravene section 121C or 121D, as the 
case may be. 

(3) A securities margin financier who carries on business operations 
contrary to a direction issued to it under this section commits an offence 
and is liable-

( a) on conviction on indictment, to a fine of $1,000,000 and to 
imprisonment for 5 years; or 

(b) on summary conviction, to a fine at level 6 and to 
imprisonment for 6 months. 

(4) A financier's representative who without reasonable excuse acts 
in a manner contrary to a direction issued to him under this section 
commits an offence and is liable on conviction to a fine at level 4. 

121Y. Effect of revoking or suspending registration 

(1) Except as provided by Division 4, the revocation or suspension 
of the registration of a person under this Part does not operate so as-

(a) to avoid or affect an agreement, transaction or arrangement 
relating to securities margin financing entered into by the 
person, whether the agreement, transaction or arrangement 
was entered into before or after the revocation or 
suspension; or 

(b) to affect any right, obligation or liability arising under any 
such agreement, transaction or arrangement. 

(2) A person whose registration is revoked under-
(a) section 121R (other than under subsection (2)(c) or (h) or 

(4) of that section); or 
(b) section 121S; or 
(c) section 121T (other than subsection (2)(e) or (f) or (4) of 

that section); or 
(d) section 121 U, 

is not eligible to apply to be registered under this Part, whether 
as a securities margin financier or a securities margin financier's 
representative, before the end of 12 months from the revocation. 
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Division 3-Conduct of securities margin financing businesses 

121Z. Registered financier to provide client 
with statement of account 
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(1) This section applies to the following kinds of transactions 
entered into between a registered financier and a client of the financier­

(a) a deposit of securities collateral or money by or on behalf of 
the client; 

(b) a withdrawal of securities collateral or money by or on 
behalf of the client; 

(c) a disposal by the financier of any of the client's securities 
collateral; 

(d) an adjustment of the amount of financial accommodation 
being provided, or the terms on which it is provided, to the 
client, whether by extension, reduction, credit or debit 
( except as a result of interest charged by the financier); 

( e) a crediting of income to, or a deduction of charges from, the 
client's account. 

(2) A registered financier must prepare and provide to each client of 
the financier, no later than the end of the next business day after entering 
into any transaction to which this section applies, a statement of account 
that complies with subsection (3). 

(3) The statement referred to in subsection (2) must include the 
following information-

( a) the name under which the financier carries on business and 
the address of the principal place in Hong Kong at which 
the business is carried on; 

(b) the name, address and account number of the client to 
whom the financier is required to give the statement of 
account; 

(c) the outstanding balance of the account of the client at the 
beginning and at the end of each day on which a transaction 
involving the client takes place and details of changes in the 
balance of that account during that day; 

(d) details of all financial accommodation provided to the 
client, including the nature, limit and expiry date of the 
accommodation together with the interest rate and basis of 
the interest calculation thereon; 

(e) the quantity of each description of securities collateral held 
for the account of the client at the beginning of that day; 
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(f) the quantity, market price, market value, margin ratio and 
margin value of each description of securities collateral held 
for that account at the end of that day; 

(g) the quantity of each description of securities collateral 
deposited to or withdrawn from that account during that 
day; 

(h) all disposals initiated by the financier of securities collateral 
held for that account during that day and what happened to 
the proceeds of those disposals; 

(i) a breakdown of the income credited, and the interest and 
other charges debited, to that account on that day. 

(4) A registered financier must, within 7 business days after the end 
of each calendar month-

( a) prepare for each client of the financier a statement of 
account that complies with subsection (5); and 

(b) provide the statement to the client, 
unless there is no transaction in the account over the relevant period and 
the account does not have any outstanding balance and holding of 
securities collateral during the relevant period. 

(5) The statement referred to in subsection (4) must include the 
following information-

( a) the name upder which the financier carries on business and 
the address of the principal place in Hong Kong at which 
the business is carried on; 

(b) the name, address and account number of the client to 
whom the financier is required to give the statement of 
account; 

(c) the outstanding balance of the account of the client at the 
beginning and at the end of that month and details of 
changes in the balance of that account during that month; 

(d) details of all financial accommodation provided to the client 
during that month, including the nature, limit and expiry 
date of the accommodation; 

(e) the quantity of each description of securities collateral held 
for the account of the client at the beginning of that month; 

(f) the quantity, market price, market value, margin ratio and 
margin value of each description of securities collateral held 
for that account at the end of that month; 

(g) the quantity of each description of securities collateral 
deposited to or withdrawn from that account during that 
month; 

pkmok
Oval
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(h) all disposals initiated by the financier of securities collateral 
held for that account during that month and what 
happened to the proceeds of those disposals; 

(i) a breakdown of the income credited, and the interest and 
other charges debited, to that account during that month. 

(6) A registered financier who without reasonable excuse fails to 
comply with this section commits an offence and is liable on conviction to 
a fine at level 4. 

121AA. Duties of registered financier with 
respect to clients' accounts 

(1) As soon as practicable after a client of a registered financier 
requests the financier to provide the client with a copy of a specified 
statement of the client's account with the financier, the financier must 
comply with the request. 

(~) If the_ Commission, o~ the application by a client of a registered 
finan~1er, so directs, the financier must make available for inspection by 
the chent during the financier's ordinary hours of business the financier's 
copies of the client's statements of account. 

_ (3) A ~egister~d financier is not required to provide or keep 
available for mspect10n a copy of a statement of account if-

(a) in the case of a statement of account referred to in section 
121Z(2), the statement that was prepared more than 3 
months before the request; or 

(b) in the case of a statement of account referred to in section 
121Z(4), the statement that was prepared more than 6 years 
before the request. 

(4) A registered financier may impose a charge not exceeding an 
amount prescribed by Commission rules for a copy of a document 
provided under subsection (1). 

(5) A registered financier who, without reasonable excuse fails to 
comply with subsection (1) or (2) commits an offence and is liable on 
conviction to a fine at level 4. 

121AB. Restrictions on disposition of securities 
collateral by registered financiers 

(1) Subject to subsection (4), as soon as practicable after securities 
collateral is deposited with a registered financier, or with another person 
to facilitate the provision of financial accommodation by the financier, by 
or on behalf of a client of the financier, the financier must ensure that the 
relevant securities are-

( a) registered in the name of the client; or 
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(b) registered in the name of the financier or a nominee 
controlled by the financier; or 

(c) deposited in safe custody in a designated account with an 
authorized institution, a registered dealer or some other 
institution approved by the Commission for the purposes of 
this section. 

(2) The Commission may, by written notice given to the institution 
conc~r~e~, apl?rove an instit_ution for the purposes of subsection (l)(c) 
only 1f 1t 1s satisfied that the mstitution provides satisfactory facilities for 
such safe custody. 

q) If securities collateral is deposited with a registered financier, 
or with another person to facilitate the provision of financial 
accommodation by the financier, by or on behalf of a client of the 
financier, the financier must take reasonable steps to ensure that the 
relevant securities are not deposited, transferred, lent, pledged, or 
repledged or otherwise dealt with except as provided by subsections (I) 
and (4). 

. (4) If securities collateral is deposited with a registered financier, or 
with another person to facilitate the provision of financial 
accommodation by the financier, by or on behalf of a client of the 
financier, the financier may-

(a) deposit the relevant securities with an authorized institution 
or a registered dealer as collateral for financial 
a~commodation provided to the financier; or 

(b) dispose of those securities in settlement of the client's 
o?ligation to maintain an agreed level of margin; or 

(c) dispose of those securities in settlement of any liability of 
the client to repay or discharge the financial 
accommodation provided by the financier, 

but only with the written authority of the client or as permitted by 
Commission rules. 

(5) An authority referred to in subsection (4), other than one given 
by the client autho~izin~ ~isposition of securities under subsection (4)(b) 
or (c) _where the chent 1s 1~ default under the relevant securities margin 
financmg agreement and fads to rectify such default when requested to do 
SO-

(a) is effective only if it specifies the period for which it is 
current; and 

(b) remains in force for the period so specified or 12 months 
whichever is the shorter; and ' 

(c) may be renewed in writing for one or more further periods 
not exceeding 12 months at any one time. 
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(6) A registered financier who, without reasonable excuse, fails to 
comply with subsection (1) commits an offence and is liable on conviction 
to a fine at level 3_ 

(7) A registered financier who, without reasonable excuse, 
contravenes subsection (3) commits an offence and is liable-

(a) on conviction on indictment, to a fine of $200,000 and to 
imprisonment for 2 years; or 

(b) on summary conviction, to a fine at level 6. 
(8) Nothing in this section affects a lawful claim or lien that a 

person has in respect of securities collateral deposited with a registered 
financier or another person to facilitate the provision of financial 
accommodation by the financier. 

(9) For the avoidance of doubt, subsection (3) shall not be 
construed as requiring the registered financier to ensure that the relevant 
securities are not redeposited, transferred, lent, pledged, or repledged or 
otherwise dealt with by an authorized institution or a registered dealer 
with whom the financier has deposited the relevant securities m 
accordance with subsection (4). 

121AC. Registered financier to notify Commission if unable 
to comply with financial resources rules 

(1) If a registered financier becomes aware, or becomes aware of 
information that ought to make the financier aware, that the financier 
cannot comply with the financial resources rules, the financier must 
immediately-

( a) notify the Commission of the fact; and 
(b) cease to provide further financial accommodation, 

otherwise than for the purpose of giving effect to any 
agreement or arrangement entered into before the time 
when the financier became so aware. 

(2) A registered financier is taken to be aware that the financier is 
unable to comply with the financial resources rules if any director of the 
financier is aware or would, with the exercise of reasonable diligence, have 
been aware of that matter. 

(3) If the Commission reasonably believes that a registered financier 
cannot comply with the financial resources rules, the Commission may 
suspend the financier's registration pending consideration by the 
Commission of the matter under section 121R or the report of an auditor 
appointed under section 121A W. 

(4) Where the Commission reasonably believes that a registered 
financier cannot comply with the financial resources rules, it may, for the 
purpose of ascertaining whether or not such compliance is taking place-
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(a) require the financier and any of its officers, employees or 
agents to produce for inspection all accounting and other 
records held by the financier that relate to the financier's 
business; and 

(b) require an auditor of the financier to produce all accounting 
and other records held by the auditor relating to that 
business. 

(5) The power conferred on the Commission by subsection (4) may 
be exercised by a person authorized in writing by the Commission for the 
purpose, subject to the person producing the written authorization before 
exercising the power. 

(6) A registered financier that contravenes subsection (1) commits 
an offence and is liable on conviction to a fine at level 6 and, in the case 
of a continuing offence, to a further fine of $1,000 for each day during 
which the offence continues. · 

(7) A person who, without reasonable excuse, fails to comply with 
any requirement made to the person under subsection (4) commits an 
offence and is liable on conviction to a fine at level 5 and to imprisonment 
for 2 years. 

Division 4-Agreements with unregistered financiers 

121AD. Application and interpretation 
of this Division 

(1) In this Division, "agreement" (S■) means an agreement the 
making or performance of which constitutes, or is part of, the business 
activity of securities margin financing. 

(2) This Division applies to agreements entered into after the 
commencement of this Division by unregistered securities margin 
financiers with their clients in connection with the business of securities 
margin financing carried on by those financiers. 

(3) A reference in this Division to an unregistered securities margin 
financier is a reference to a securities margin financier-

(a) who is not registered under Division 2; or 
(b) whose registration under that Division is suspended or 

revoked, 
but does not include a reference to a person who does not contravene 
section 121C because of the operation of section 121X(2), 121BF(l) or 
121BG. 
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121AE. Agreements made by unregistered persons 

(1) Subject to subsection (2) and section 121AF(2), an agreement 
made by an unre¥istered securities margin financier ("the provider") in the 
course of . carrymg <;>n a busi~ess of securities margin financing in 
contravent10n of sect10n 121C 1s unenforceable against the other party 
("the purchaser"). 

(2) Where a securities margin financier has had its registration 
suspended, nothing in subsection (1) shall make unenforceable against the 
purchaser those parts of an agreement that was entered into before such 
suspension relating to-

(a) the payment of fees and charges including interest on loans 
outstanding; 

( b) the calculation of margin value; 
(c) the calculation of margin ratio; 
(d) the provision of securities collateral; 
( e) the making of margin calls; or 
(f) the disposal of securities collateral. 

(3) The purchaser is entitled to recover-
(a) any money paid or other property transferred or otherwise 

parted with by him under the agreement; and 
(b) compensation for any loss sustained by him as a result of 

t~e provider bei':1g unregistered, provided that the purchaser 
did not, at the time such loss arose, know that the provider 
was unregistered. 

(4) For the purposes of subsection (3)(b), compensation shall only 
be recoverable for loss that is-

( a) a ~i~ect result of the provider being unregistered; and 
(b) ~1thm the reasonable contemplation of the parties at the 

time the agreement was entered into. 
(5) For the purposes of subsection (3)-

(a) the amount of money or other property; and 
(b) the amount of compensation, 

that the purchaser is entitled to recover is-
(i) such amount or property, or combination thereof as the 

parties agree to; or ' 
(ii) on the a~plic'.1-tion of either party, such amount or property, 

or ~ombmat1on thereof, as the Court considers just and 
~qmtable and on such additional terms as the Court may 
impose. 
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(6) If the purchaser does not perform the agreement, the provider 
may apply to the Court for the repayment of any money and the return of 
any property received by the purchaser under the agreement, and the 
Court may make such order on such terms as it considers just and 
equitable. 

121AF. Agreements made unenforceable 
by section 121AE 

(1) This section applies to an agreement which is unenforceable 
because of section 121AE. 

(2) If, on the application of either party, the Court is satisfied that 
the enforcement conditions are met, it may, subject to such modification 
as it considers just and equitable, allow-

( a) the agreement to be enforced; or 
(b) all or part of the money paid and property transferred 

under the agreement to be retained, 
or a combination thereof. 

(3) The enforcement conditions are-
(a) that it is just and equitable for the agreement to be enforced 

or for all or part of the money paid or property transferred 
under the agreement to be retained, or a combination 
thereof; and 

(b) where the applicant is-
(i) the provider, that he honestly and reasonably believed 

that he was .not contravening section 121C by making 
the agreement; or 

(ii) the purchaser, that he did not, at the time the money 
was paid or other property was transferred or 
otherwise parted with, know that the provider was 
unregistered. 

(4) If property transferred under the agreement has passed to a third 
party, a reference in section 121AE or this section to that property is to be 
read as a reference to its value at the time of its transfer under the 
agreement. 

Division 5-Accounting records of registered financiers 

121AG. Registered fmancier to keep accounting records 

(1) A registered financier-
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(a) must keep such accounting records as will record and 
explain the transactions entered into by, and the financial 
position of, the financier; and 

(b) must ensure that those records are kept as required by this 
section. 

(2) The financier's accounting records must be kept in such a way-
(a) as will enable true and fair profit and loss accounts and 

balance sheets of the securities margin financing business 
carried on by the financier to be prepared from time to time; 
and 

(b) as will enable those accounts and balance sheets to be 
conveniently and properly audited; and 

(c) as will enable it to be readily established whether or not the 
financier had complied with the financial resources rules. 

(3) The records must be kept in writing in the Chinese or English 
language or in such a manner as will enable them to be readily accessible 
and readily converted into writing in the Chinese or English language. 

(4) The records must be kept in sufficient detail to show particulars 
of-

(a) all money received or paid by the financier, including 
money paid to or disbursed from a trust account; and 

(b) all financial accommodation provided by the financier to 
clients and all payments received from clients; and 

(c) all disposals of securities collateral by the financier held for 
the account of clients, showing in the case of each disposal 
of securities collateral-

(i) the name of the client; and 
(ii) the name of the dealer who effected the disposal; and 

(iii) the charge made for effecting the disposal; and 
(iv) what happened to the proceeds of the disposal; and 

(d) all income received by the financier from other sources; and 
(e) all outgoings (including interest) paid by the financier; and 
(f) all the financier's assets and liabilities (including contingent 

liabilities); and 
(g) all securities that are not the financier's property and for 

which the financier is accountable, and all securities that are 
deposited with a person under an arrangement that confers 
on the financier a collateral interest in the securities, 
showing by whom, and for whom, the securities or the 
documents of title to the securities are held, distinguishing 
those that are held by a third party for safe custody from 
those that are deposited as security for financial 
accommodation provided to the financier. 
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(5) The records must include copies of acknowledgements of the 
receipt of securities or of documents of title to securities received by the 
financier from or on behalf of clients. Each acknowledgement must specify 
the name of the client and give particulars of the securities concerned. 

(6) Without limiting subsection (4), the records must be kept in 
sufficient detail to show separately particulars of all transactions entered 
into by the financier with or for the account of its clients. 

(7) A registered financier must retain-
(a) for a period of not less than 2 years, a copy of each 

statement of account referred to in section 1212(2); and 
(b) for a period of not less than 6 years, the records referred to 

in subsection (l) and a copy of each statement of account 
referred to in section 1212(4). 

(8) An entry in the accounting and other records of a registered 
financier is taken to have been made by, or with the authority of, the 
financier. 

(9) A record required to be kept by a registered financier under this 
section may be kept either by making entries in a bound book or by 
recording the relevant matters in an electronic device or in any other 
convenient manner. 

(10) A registered financier who keeps records required by this section 
otherwise than in a bound book must take reasonable precautions to 
guard against falsification of the records and to facilitate discovery of any 
such falsification. 

(11) A person who-
(a) includes in a record required to be kept by this section 

information that the person knows to be materially false or 
misleading; or 

(b) destroys, removes or falsifies information that is included in 
such a record; or 

(c) fails to record information in such a record with intent to 
falsify an entry made or to be made from that information, 

commits an offence and is liable on conviction to a fine at level 5 and to 
imprisonment for 2 years. 

121AH. Registered fmancier to notify Commission 
of its fmancial year 

(1) A registered financier must, not later than 1 month after 
becoming registered, give to the Commission written notice of the date on 
which its financial year ends. 
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(2) The Commission may, on the written application of a registered 
financier, allow the financier to vary the date on which its financial year 
ends. The application may be approved on such conditions as the 
Commission considers appropriate. 

(3) A registered financier must ensure that, except with the 
Commission's approval, its financial year does not exceed 12 months. 

(4) This section does not affect the operation of section 122 of the 
Companies Ordinance (Cap. 32) in relation to a registered financier. 

121AI. Registered fmancier to prepare 
annual fmancial statements 

(1) A registered financier must, in respect of each financial year of 
the financier ending after it became registered-

( a) prepare financial statements, consisting of a true and fair 
profit and loss account and a balance sheet made up to the 
last day of the financial year, on the basis of such 
accounting principles (if any) and containing such 
information as is prescribed by Commission rules; and 

(b) lodge the statements with the Commission not later than 4 
months after the end of that financial year, together with 
the report of the financier's auditor containing the 
information so prescribed. 

(2) The Commission may, on an application made by a registered 
financier or the financier's auditor before the deadline for lodging 
financial statements with the Commission or, if that period has been 
extended by an approval or approvals previously given under this 
subsection, before the end of the period as so extended, approve an 
extension of the period. 

(3) An approval under subsection (2) may be given subject to such 
conditions (if any) as the Commission decides to impose. 

(4) A registered financier who-
(a) fails to lodge financial statements with the Commission 

before the deadline; or 
(b) fails to comply with conditions imposed under sub­

section (3), 
commits an offence and is liable on conviction to a fine at level 3. 

Division 6-Registered financiers' trust accounts 

121AJ. Registered fmancier required to keep·trust accounts 

A registered financier must establish and maintain in a licensed bank 
one or more accounts, to be designated as trust accounts. 
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(1) A registered financier must pay into a trust account-
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(a) all amounts received from or on account of a client other 
than amounts-

(i) used to reduce the amount owed by the client to the 
financier; or 

(ii) paid to the client, or paid in accordance with the 
client's directions, within 4 business days after receipt; 
and 

(b) subject to any agreement with a client to the contrary, all 
amounts derived as interest from the retention in a trust 
account of any amount mentioned in paragraph (a). 

(2) The financier must ensure that all amounts required to be paid 
into a trust account under subsection (1) are retained there-

( a) until paid to the client or in accordance with the client's 
directions; or 

(b) until required to pay money that the client owes to the 
financier. 

(3) The financier also must ensure that no amount other than an 
amount of a kind referred to in subsection (1) is paid into a trust account. 

121AL. Interest accruing to money in trust 
account to belong to client 

All amounts that accrue as interest from the holding of money in a 
trust account kept by a registered financier belong to the client to whom 
the financier is accountable, subject to any agreement between the 
financier and the client to the contrary. 

121AM. When money to be paid into trust account 

A registered financier must ensure that money required by this 
Division to be paid into a trust account is paid into the account within 4 
business days after it is received by the financier. 

121AN. Money in trust account not available 
to meet financier's own debts 

(1) Subject to this Division, money held in a trust account of a 
registered financier -

(a) is not available for the payment of any of the financier's 
debts or liabilities; and 
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(b) is not liable to be attached, or taken in execution, under the 
order or process of a court at the instance of a person who 
sues to recover such a debt or to enforce such a liability. 

(2) A payment of money made from a trust account otherwise than 
in accordance with this Division is void and a person to whom such a 
payment is made does not get title to the money concerned. 

121AO. Claim and lien over money held in 
trust account not affected 

Nothing in this Division affects a lawful claim or lien that a person 
has in respect of-

(a) money held in a trust account; or 
(b) money received by a registered financier that has not yet 

been paid into a trust account kept by the financier. 

121AP. Registered financier to keep accounting 
records relating to trust account 

A registered financier must, in relation to each trust account kept by 
the financier under this Division, keep accounting records that record­

( a) all amounts paid into the account, the names of the clients 
on whose behalf the amounts are held, and the dates on 
which the amounts were paid into the account; and 

(b) all withdrawals from the trust account, the names of the 
clients on whose behalf the withdrawals were made, and the 
dates of the withdrawals; and 

(c) such other information (if any) as may be prescribed by 
Commission rules. 

121AQ. Offences against this Division 

(1) A person who, without reasonable excuse, contravenes any 
provision of this Division commits an offence and is liable on summary 
conviction to a fine at level 5. 

(2) A person who, with intent to defraud, contravenes a provision of 
this Division commits an offence and is liable on conviction on indictment 
to a fine of $200,000 and to imprisonment for 5 years. 
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Division 7-Auditing of accounting and other records 

121AR. Registered financier to appoint auditor 

(1) A registered financier must appoint an auditor to audit the 
financier's accounting and other records, but such auditor may be the 
same auditor as the one appointed for the purposes of the Companies 
Ordinance (Cap. 32). 

(2) As soon as practicable after an auditor retires, resigns or for any 
other reason ceases to be the auditor of a registered financier, the financier 
must appoint another auditor to audit the financier's accounting and 
other records. 

(3) A person who-
( a) is an employee of the financier; or 
(b) is an officer of the financier; or 
(c) is an employee of a person referred to in paragraph (a) or 

(b); or 
(d) belongs to any other class of persons prescribed by 

Commission rules, 
is ineligible for appointment under this section. 

121AS. Registered financier to give notice to the Commission 
if auditor ceases to hold office or notice of motion to 
remove or not reappoint auditor is given 

(1) If-
(a) a registered financier gives notice to its members of a 

motion, to be moved at a general meeting of the financier­
(i) to remove an auditor of the financier from office; or 

(ii) to replace or not reappoint such an auditor at the end 
of the auditor's term of office; or 

(b) an auditor of a registered financier is removed from office 
otherwise than in consequence of such a motion, or resigns 
from or otherwise ceases to hold office as auditor, 

the financier must, within 1 business day after the relevant event, inform 
the Commission in writing that the notice has been given or that the 
auditor has ceased to be an auditor of the financier. 

(2) A registered financier who fails to comply with subsection (1) 
commits an offence and is liable on conviction to a fine at level 4. 

121AT. Auditor of registered fmancier to notify Commission 
of resignation or removal from office 

An auditor of a registered financier who-
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(a) resigns or is removed from office; or 
(b) is not reappointed at the end of the auditor's term of office, 

is required to give to the Commission written notice of the resignation, 
removal or non-reappointment within 1 business day after the resignation, 
removal or non-reappointment occurs. 

121AU. Auditor to report to Commission on certain matters 

(1) If an auditor, in the course of performing duties as auditor of a 
registered financier, becomes aware of a reportable matter, the auditor is 
required, as soon as practicable after becoming aware of the matter, to 
lodge with the Commission a written report on the matter and send a copy 
of the report to the financier. 

(2) In this section, "reportable matter" (31l:r*%1¥J¥JJi) means­
(a) a matter that, in the opinion of the auditor-

(i) adversely affects the financier's financial position to a 
material extent; or 

(ii) constitutes a contravention by the financier of section 
121AB or 121AG, Division 6 or the financial resources 
rules; or 

(b) any qualification or adverse statement that the auditor has 
included or intends to include in the auditor's report on the 
financier's annual financial statements. 

121AV. Protection for auditor 

(1) An auditor of a registered financier does not contravene a duty 
owed by the auditor in law only because the auditor has given to the 
Commission in good faith information, an opinion or a document 
concerning a matter if-

(a) the auditor became aware of the matter in the auditor's 
capacity as such; and 

(b) the matter is relevant to a function of the Commission 
under this Ordinance or the Securities and Futures 
Commission Ordinance (Cap. 24). 

(2) Subsection (1) has effect with respect to information, an opinion 
or a document given to the Commission whether or not it is given in 
response to a request of the Commission. 

(3) Subsection (1) also applies-
(a) to a person whose appointment or engagement as an 

auditor has ceased; and 
(b) to an auditor who was appointed by a registered financier 

whose registration has been revoked or suspended. 
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(1) The Commission may appoint an auditor to examine, audit and 
report on the accounting and other records of, and securities held by, a 
registered financier if-

(a) the financier has failed to comply with section 121AI; or 
(b) the Commission has received a report under section 121AU 

in relation to the financier; or 
(c) the Commission reasonably believes that the financier has 

failed to comply with the financial resources rules. 
(2) If the Commission is of the opinion that the whole or any part of 

the expenses of an auditor appointed under this Division should be borne 
by the registered financier concerned, it may, by order in writing, direct 
the financier to pay a specified amount, being the whole or part of those 
expenses, within the period and in the manner specified. 

(3) If a registered financier fails within the permitted period to 
comply with an order made under this section, the Commission may, by 
proceedings brought in any court of competent jurisdiction, recover as a 
debt the amount specified in the order. 

121AX. Commission may appoint auditor on application 
of client of registered financier 

(1) On receiving an application from a client of a registered 
financier who alleges that the financier has failed to account to the client 
for money or securities received for the client by the financier, the 
Commission may appoint an auditor to examine, audit and report on the 
accounting and other records of, and securities held by, the financier. The 
appointment must be in writing. 

(2) The application must be in writing and must specify-
( a) the circumstances under which the financier received the 

money or securities in respect of which the financier is 
alleged to have failed to account; and 

(b) particulars of that money or those securities, and of related 
transactions between the applicant and the financier; and 

(c) such other information (if any) as may be prescribed by 
Commission rules. 

(3) The applicant must verify by statutory declaration all statements 
made in the application. 

(4) A statement made in the application has qualified privilege if 
made in good faith and without malice. 
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(5) The Commission may appoint an auditor under subsection (1) 
only if-

(a) it has given the registered financier an opportunity to give 
an explanation for the alleged failure; and 

(b) it is satisfied that the applicant has good reason for making 
the application; and 

(c) it is satisfied that it is in the interests of the financier or the 
applicant or the public generally that the accounting and 
other records of, and securities held by, the financier should 
be examined, audited, and reported on. 

121AY. Auditor to report to Commission 

An auditor appointed under this Division is required to provide the 
Commission, as soon as practicable after completing the examination and 
audit in respect of which the auditor was appointed, with a written report 
of the examination and audit. 

121AZ. Special powers of auditor appointed by Commission 

(I) An auditor appointed under this Division to examine and audit 
the accounting and other records kept, and securities held, by a registered 
financier may, for the purpose of carrying out the examination and 
audit-

(a) examine on oath the financier, any of the financier's officers, 
employees or agents, and any other auditor appointed under 
this Part in relation to the financier's business; and 

(b) employ such persons as the auditor considers necessary for 
the conduct of the examination and audit. 

(2) The auditor may authorize in writing any of the auditor's 
employees to do, in relation to the examination and audit, anything that 
the audi!or is permitted or required to be done under this Division, except 
to examme a person on oath or to exercise the power conferred by this 
subsection. 

121BA. Auditor and auditor's employees may disclose 
information in certain circumstances 

Notwithstanding section 59(1) of the Securities and Futures 
Commission Ordinance (Cap. 24), an auditor appointed under this 
Division and any employee of such auditor may disclose information that 
comes to his knowledge in the course of performing his duties as such 
auditor or as an employee of such auditor (as the case may be)-

(a) for the purpose of carrying into effect, or complying with, 
any of the provisions of this Ordinance; and 
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(b) for the purposes of any legal proceedings; and 
(c) to the Commission; and 
(d) in the case of an employee of an auditor, to the auditor. 

121BB. Accounting and other records 
to be produced on request 

(1) On being requested to do so by an auditor appointed under this 
Division or a person authorized under section 121AZ(2), a registered 
financier, or any of its officers, employees and agents, must produce for 
inspec!ion all accounting and other records, and any securities held by the 
financier, that relate to the financier's business. 

(2) On being requested to do so by an auditor appointed under this 
Division or a person authorized under section 121AZ(2), an auditor 
appointed by a registered financier must produce for inspection all 
accounting and other records held by the auditor relating to the 
financier's business. 

(3) A registered financier or any of its officers, employees or agents 
or any auditor appointed by a financier must answer all questions relevant 
to an examination and audit which are put to him by an auditor 
appointed under this Division or a person authorized under section 
121AZ(2). 

(4) Any person mentioned in subsection (1) or (2) who, without 
reasonable excuse, fails to comply with any request made to him under the 
re!evant subsection, or any person mentioned in subsection (3) who, 
~ithout reasonable excuse, refuses or fails to answer any question put to 
him under that subsection, is guilty of an offence and is liable on 
conviction to a fine at level 5 and to imprisonment for 2 years. 

(5) A person authorized under section 121AZ(2) may exercise a 
power conferred by subsections (1) or (2) or the power to put a question 
for the purposes of subsection (3) only after producing the person's 
written authorization. 

Division 9-Supplementary provisions relating to auditing 

121BC. Offence to destroy, conceal or alter records or send 
records or other property outside Hong Kong 

Any person who, with intent to prevent, delay or obstruct the 
conduct of an examination and audit under Division 7 or 8-

(a) destroys, conceals or alters an accounting or other record 
relating to the business of a registered financier; or 
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(b) sends or attempts to send, or conspires with any other 
person to send, out of Hong Kong any such record, or any 
property belonging to or under the control of a registered 
financier, 

commits an offence and is liable on conviction to a fine at level 6 and to 
imprisonment for 2 years. 

121BD. Obstruction of audit 

Any person who, with intent to prevent, delay or obstruct the 
conduct of an examination and audit under Division 7 or 8, leaves or 
attempts to leave Hong Kong commits an offence and is liable on 
conviction to a fine at level 6 and to imprisonment for 2 years. 

Division JO-Miscellaneous provisions 

121BE. Commission may waive or modify 
requirements imposed by this Part 

(1) A person who is a registered financier or an applicant for 
registration as a securities margin financier may apply in writing to the 
Commission to waive or modify a requirement of a prescribed provision 
in its application to the person. 

(2~ ?n considering an application made under subsection (I), the 
Comm1ss10n may waive or modify the requirement specified in the 
app!ication in ~t~ application to the applicant, either unconditionally or 
subJect to cond1t10ns or may refuse the application. 

(3) The Commission must not waive or modify a requirement of a 
prescribed provision unless it appears to the Commission that-

(a) compliance with the requirement in question would be 
unduly burdensome for the applicant having regard to the 
benefit which compliance would confer on the investing 
public; and 

(b) the exercise of this power in the particular case is not 
contrary to the interest of the investing public. 

(4) On granting an application made under this section, the 
Commission must give written notification of its decision to the applicant. 

(5) Where the Commission-
(a) refuses the application made under this section in whole or 

in part; or 
(b) imposes conditions on granting the application, 

it must notify the applicant in writing of its decision and the reasons for 
making such decision. 
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( 6) tHf * ftffl: l1t a{] Jl:fR.]Jx; f~rx-
W ft~~-~~ffi~a{JAA~~*•~a;]Jx; 
W ftN~~~a{Jffi~AA~a{Jffl~~•~ft~-~--~~--~$* 
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(7) ;zjs:ftmz~~~1!vH■3j'lilAA~lH9Hi.t•~a•ftf7tlHffi 24 !j[) ffi 55A ftlllit 
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(8) aM!Hi;zjs:ft , liJ~ftXIW-
(a) ffi 121C , 121D , 1211 , 1212 , 121AA , 121AB , 121AC , 
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121AP , 121AR lil 121AS ft ; lil 
w ~-~--m~•m~ttW■WA]Jx;$ffttOOa■3j'~-~--A 

a{] $ff Aa{Jff{iiJftx 0 

121BF. ~-=f ~ilfffi A ±~ll~ilfffi~ 
.,t~~~UfgJtfi~ 

(1) :!!llfffiiJAft•~;zjs:$1fMfiru.rE~9■3j'~■~MWa& • lm~Aft;zjl:$ 
•••~~~~~•~••$•ttwa•3j'~•~••A·~-

Ca) ft~f~~-~a•t-J-~Jl$fffl=:±l#.!:JEa{]AArdl ; ]Jx; 
(b) (:!!ll~-~-•1t•tl:!~~Jl$ff) ft-

(i) -~~-~--~~Jlte~ffi~$MA•a{J 14 ~~ ; ]Jx; 
(ii) ~-~--~•oo-~$liiAa{Jtll~AArdl~ , 

t~Amz~it&ffi 121C ft 0 

m ~aWAft-~;zjs:$jf.$.rErtffW~9•3j'~-~---·a{]Afi 
••1m•Aft*$•••~~~~~•~••$•ttwa•3j'~•~••Art 
*•JW-

(a) ft~f~~-~a•t-J--Jl$fffl=:±l#.!:JEa{JAA~ ; ]Jx; 
(b) (:!!ll~-~a•1t•tl:!~-Jl$ff) ft-
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(6) A waiver or modification granted under this section remains in 
force-

(a) ~or such period as is specified in the notification; or 
(b) if no such period is specified, until revoked by the 

Commission. 
(7) This section does not limit the powers conferred on the 

Commission by section 55A of the Securities and Futures Commission 
Ordinance (Cap. 24). 

(8) For the purpose of this section, the prescribed provisions are­
(a) sections 121C, 121D, 121I, 121Z, 121AA, 121AB, 121AC, 

121AG, 121AH, 121AI, 121AJ, 121AK, 121AM, 121AP, 
121AR and 121AS; and 

(b) any provision of the Commission rules that is applicable to 
registered financiers or applicants for registration as 
securities margin financiers. 

121BF. Certain unregistered persons to be permitted to 
carry on business or to act pending registration 

(1) If a person who is, immediately before the commencement of 
this Part, carrying on a business of securities margin financing applies to 
the Commission to be registered as a securities margin financier within 30 
days after that commencement, the person does not contravene section 
121C-

(a) pending the determination of the application by the 
Commission; or 

(b) if t?e Commission subsequently refuses the application, 
until-

(i) the expiry of 14 days immediately after the 
Commission has notified the refusal to the applicant; 
or 

(ii) the expiry of such further period as the Commission 
notifies to the applicant in writing. 

(2) If a person who is, immediately before the commencement of 
this Part, acting for a person carrying on a business of securities margin 
financing applies to the Commission to be registered as a securities margin 
financier's representative within 30 days after that commencement, the 
person does not contravene section 121D-

(a) pending the determination of the application by the 
Commission; or 

(b) if t?e Commission subsequently refuses the application, 
until-
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(i) '!Hi•-~~•~ •1Jtte~ HOil $ ~ Jdf a<J 14 :,c p;;J ; ~ 
(ii) ••~~•JJ.•oow:m$~J\.a<Jtlt*AAri,ip;;J , 

•J\.Mz~~&- 1210 ft 0 
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--Ji);~ 
~ ~fflJJ.mllAH<J1J:i:t•l_lffMJ:i!l!.W&;~ 
~ tE~m•~-£~mllA8Ma<JW£,Wlf~·£·¾•·~~-­

~-lit* $ ~ J\.t~Jf!!Hst W $ ~ J\.M'•tta<J■~*■fri1Nl!W*Rlf ~ 
a<J r!Wjlf ff a<J 0 

~ ffMJ\.M%l_lfflMW~•~*••m•(<,J·J\.~~a<J-ap~,~-m 

(a) -•ffi%"/Vf~/¥5E~ , PJ•frl• $1,000,000 liz.-~ 5 &:p ; ~ 
(b) -•ffifffi~~/¥'.iE~, PJ•M 6 r.&fr!•liz.•~ 6 flU3 ° 

JLffMJ\.-
(a) t1:'1Hf,$:$Jf.o&1ruiE~tt•~*■friliW*R ; Mz_§_ 
( b) ~~•*•* $ Jf .o&iru ffl; t±l a<J MRW1Nl! W ft t±l a<J »Jc• i& Ilk B J. ;M: ~ 

iE J. ;M: a<J l'J ,~, , 
w•J\.MzM~-~-MffimB¾•ttffMJt~•~*•fri1NJtW•&a<J,~--
121c ftW1'f , •J\.m#f'FMz••••~*■friitW*R O

" 

0 
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(i) the expiry of 14 days immediately after the 
Commission has notified the refusal to the applicant; 
or 

(ii) the expiry of such further period as the Commission 
notifies to the applicant in writing. 

. (3) The Commission may, by order served on an applicant referred 
to m subsection (1), require the applicant to do all or any of the 
following-

(a) to carry on the business of securities margin financing in a 
specified manner; or 

(b) not to ~arry on such a business in a manner so specified; or 
(c) to deal ma specified manner with assets (whether located in 

Hong Kong or elsewhere) that are under the applicant's 
control; or 

(d) not to deal with any such assets in a specified manner or 
(e) to keep in Hong Kong such assets, or such assets ~f a 

specified kind, as will, in the opinion of the Commission, 
ensure that the applicant will be able to meet the applicant's 
liabilit~es in r~lation to the business of securities margin 
financmg earned on by the applicant. 

(4) A person who, without reasonable excuse, fails to comply with 
an order served on the person under subsection (3) commits an offence 
and is liable-

( a) on conviction on indictment, to a fine of $1 000 000 and to 
imprisonment for 5 years; or ' ' 

(b) on summary conviction, to a fine at level 6 and to 
imprisonment for 6 months. 

121BG. Certain unregistered persons to be permitted 
to carry on limited business 

A person who-
(a) immediately before the commencement of this Part, carried 

on a_ business of securities margin financing; and 
(b) contmues to collect interest accrued or accruing on sums 

already advanced under financial accommodation granted 
before the commencement of this Part 

is deemed not to be carrying on a business of securities margin financing 
for the ~urpose of section_ 121 C, but only if the person does not carry on, 
or hold itself out as carrymg on, any other securities margin financing.". 

4. Schedule 4 added 

The following is added-
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[~ 121B f~) 

~ffi:lk,]ffi1!\!i'fi'U!'ir~ XA 1fll 
a<J~fif.iii/J 

1. 1Eafllfx£]l:ljjjjt~ffi:lk.x£]l:ljm-#!sllHIHUil!' !2,({f;flJ~x£]l:lj~;l:j;$/5Jfil{~wtt'f~-

*' 
2. 1E~~¥~~~m-#!sM&Wffl,~NW~~~~a<Jff~~~¥~a<JNWm-#!s~R 0 

3. 1Etim~m'm-#!sM&Wffl , !2-(ff;flJ~~m'a<J$/5Jfil1~wtM~■* 0 

4. 111:i::p:rr:m•f9tlH~ 111 :.it)~ 19c16) •mw.'.ii:a<J■*fll'fflwt■*xma<Jwtmnx:¥.JJl 
•••*mfflwt■*xma<J-B%a<J■*••~fflW,wt11••••ffl~xmffl■~a<Jff 
~•*x£a<Jwtmnx:••x£a<J-$%a<J■*••~ffl-o 
5. m1~mnx:¥.1Jl-e1i~~%-e1~•*3et/l'a<J-8%a<JM&Wffl 0 

6. m-#!sM&W~l2,(ff~*n¥mtt••a<J•••*•~,~••m~~•*a<J•~~~ 
w ii wt:Jt fill:!& 1I f1= ili a<J O 

7. 1E¥%R]fiil:Jt:i:¥wtiliiiAm-#!sM&Wffl, !2-(ff;fiJ11Bfl'1lfilfflwtM~•0R]*;Jll'a<J■* 0 

8. fiil~ifllf~itA · afllfx£]l:lj · ~f(i:lk,5(£ifljwt■1'J~m'--#lsM&WII' 12,({f;fljlfil{~wt 
M~•*' 
~ 1E%R].~a<J¥nltflfiil••~a<J~-nx:Am-#!sM&Wffl,!2-(ff~•~-nx:AlfilfflwtM 

~-*' 
10. 1E-~f!MAfiil¥%R]m-#!sM&WII, !2-(ff;f1J.%i'ulfil1~wtM~•*, ]ffi•AM~•-0 
R] 10% wt~~ 10% a<JB!i1'JH* 0

" 
0 

s. ~«~UHf-01J> ~ffl-~U 
Gf3j'fti9tlHffi 333 %) *llt-t* 1 JiJrffei1t-t:J;--'f12,tft\tr 0 

7. ~!t-ftMt-01J~ffl~~U 
ilf-t:&3ffi2~ffi~~~~,*~llf-t:&ffi3.Jt}rffe7J2,l~Jtro 

8. ~ ffl 1>HII5.!U1 •x 
1Untllt-t:& 4 p;;J~{)?:ffilk.M\i7ll·ti~XA~5i:1ciJ 0 
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[s. 121B) 

1. . _The prov\s\o_n of financi~l accommodation by a registered or exempt dealer in order to 
fac1htate acqms1tlons or holdmgs of securities by the dealer for the dealer's clients. 
2. The provision of financial accommodation by a mutual fund corporation in order to 
finance investment in any of the corporation's mutual funds. 
3. The provision of financial accommodation by an authorized institution for the purpose 
of facilitating acquisitions or holdings of securities by the institution's clients. 
4. Securities ma!gin financing that is or forms part of a stock borrowing, or a stock return, 
as defined by section 19(16) of the Stamp Duty Ordinance (Cap. 117) or any transaction in 
securities similar to such a borrowing or return. ' 
5. The provision of financial accommodation that forms part of an arrangement to 
underwrite or sub-underwrite securities. · 
6. The provision of financial accommodation to facilitate an acquisition of securities in 
accordance With the terms of a prospectus, regardless of whether the offer of securities is 
made in Hong Kong or elsewhere. 
7. The provision of financial accommodation by a company to its directors or employees 
to facilitate acquisitions or holdings of its own securities. 
8. The provision of financial accommodation to a registered financier, a registered or an 
exempt dealer or an authorized institution to facilitate acquisitions or holdings of securities. 
9. The provision of financial accommodation by a member of a group of companies to 
another member of the group to facilitate acquisitions or holdings of securities by that other 
member. 
10. The provision of fin~nci!ll accommodation by an individual to a company in which he 
holds 10% or more of its ISsued share capital to facilitate acquisitions or holdings of 
securities.". 

5. Consequential amendment of Securities Ordinance 

The Securities Ordinance (Cap. 333) is further amended as indicated in 
Schedule 1. 

6. Consequential amendment of Securities 
and Futures Commission Ordinance 

The Securities and Futures Commission Ordinance (Cap. 24) is amended 
as indicated in Schedule 2. 

7. Consequential amendment of other Ordinances 

The Ordinances specified in column 2 of Schedule 3 are amended as 
indicated in column 3 of that Schedule. 

8. Savings and transitional provisions 

The savings and transitional provisions set out in Schedule 4 have effect. 
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I. ~ 2(1){~ 

ilf.t*' 
O!Ht1~¥i> l'!<Ji'§~{t\tr 

[~ 5{~] 

{t\tr 

(a) ::(:£ "ttfffi■ IJJH!i" EJ<JJE.9", ::(:£ "VI" zfHoA "d 
XA"o 

(b) ::(:£ "$Iii" EJ<JJE.9" , ::(:£ (e) 13t'l" , ■- ":/;ll.,Wf' 1m 
ft.~ "l\:~~~1r:mll'J''" 

(c) ::(:£ "3'.i:£ l1lf" l'!<JJEa'l" , :JJoA-
~~ M~&l'!<J■~x£••~rttKl'!<Jttfffi ~-A-(i) W{f{oTA\trJL:.tiihi/i (d-ftililiiiliW~ 

A\trJL:.tiihi/il'!<J~fo.t-J, dlll%{Y!d{E:II 
lll%{Y!~A \trJL:. tiihi/idlii ili \trJL:. tiihifi 
l'!<J~fo.t-Jl'!<J-ft~), 1m § l'!<J:llk{Y!~Ad 
~ T{Y!~AJI)(~~-~, {!L.t~tiihifi 
d-ft~~Otil$:llk~ TIV-ttfffi/M!•A 
~51-fiiJ~Aliif:!tM~W~lm\trJL:.d 
-ftilil'!<J; d 

(ii) ~ ~ r § l'!<Jlm !l,Ul':f-\':'.ql'.Ft'tffl'!<J ■ 
~tl£¥!JfA-
(A) J!ifi'.ql'.J=i#.IH'tMfiihJEl'!<J~ ■~. 

7.K-'F-l'!<Ja~;d 
(B) !Ii fi'.qi'. J=i fiiidM •@~.A 

Mlii f:!t l'!<J ~J~W IM! l'!<J r! 1f: 1t 
{f ; "0 

~) ::(:E"Ma~~"l'!<JJEa'l",~A-
"(aa) t/t{ffiiTttfffilM!.Alm11r, m~~-A~ 

-~ 121AH{~MW~l'!<JWlrdldli~~Jl 
1r~-~~ffl:<ll'!<JMrai ; d" 0 

W ::(:E"ttfffi"l'!<JJE•'l", ■-"dm•tt.*"lmft.~ 
"-m•tt.*-•~~-~IM!-Ad■~~-~~ 
•Att.*"" 

(J) ::(:£ "ft.*" l'!<JJEa'l" , ■• "dm•tt.*" lmft.~ 
", m•tt.*d•~~-~~-Aft.*" 0 

(g) ::(:£ "■~" l'!<JJEa'l" , ::(:£~ (ii) N'l" , ■• "ffi:/;ll. 
{JIJ" lmft.~ "@li:~~~1r:/;ll.JIU" 0 

W ■•"m~•J=i"l'!<JJEalmtt.~-
""{§~-J=i" (trust account)--

(a) tltx£l1lfjlij11f, m~ 84~:/;ll. 
JE~Jliftltl'!<Jffi~-J=i ; & 
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SCHEDULE I [s. 5] 

CONSEQUENTIAL AMENDMENT OF SECURITIES ORDINANCE 

Provision affected 

Section 2 (!) 

Amendment 

(a) In the definition of "certificate of registration", add 
"or XA" after "Part VI". 

(b) In paragraph (e) of the definition of"corporation", 
repeal "by regulations" and substitute ", by 
Commission rules,". 

(c) In the definition of "dealer", add-
"(d) a registered financier, if the only dealings 

in securities are-
(i) entering into agreements with a 

person ( or the act of offering to enter 
into an agreement, or inducing or 
attempting to induce a person to 
enter into or offer to enter into an 
agreement) for or with a view to that 
person acquiring securities, provided 
these agreements or acts are made 
solely for the purpose of providing 
financial accommodation as a 
registered financier to that person; or 

(ii) disposals of securities collateral held 
for a client-
(A) in settlement of the client's 

obligation to maintain an agreed 
level of margin; or 

(B) in settlement of the client's 
liabilities to repay or discharge 
financial accommodation 
provided by the financier;". 

(d) In the definition of "financial year", add-
"(aa) in the case of a registered financier, the 

period notified by the financier under 
section 121AH or approved by the 
Commission under that section; or". 

(e) In the definition of "registered", repeal 
"or investment representative" and substitute 
", investment representative, securities margin 
financier or securities margin financier's 
representative". 

(j) In the definition of "representative", repeal " or an 
investment representative" and substitute ", an 
investment representative or a securities margin 
financier's representative". 

(g) In paragraph (ii) of the definition of "securities", 
repeal "regulations" and substitute "Commission 
rules". 

(h) Repeal the definition of "trust account" and 
substitute-

" "trust account" ({§~-F)-
(a) in relation to a dealer, means a 

trust account required to be 
kept under section 84; and 

pkmok
Oval



A714 

~ 

2. 

3. 

4. 

5. 

6. 

~ 5(7)( d) ft 

~ 27(1) Et.. (3) ft 

~ 52ft 

~ 55 ft 

~ 56ft 

(i) 1JoA-

f~M 

(b) ff,Jt~ifffi!R~Alffi1'f, ffi 121AJ 
ft ,m JE 1Jl: ~t t'f t'tH~1 /ff * 
F;,, 0 

""Mi!&: ~/W,Afl,Jl!J'' (financial resources rules) ffi 
a•<a#N..AA~$&R••D••M> 
(~ 24 il:) ~ 28 ftMil.\¥JAfl.lliJ ; 

"!f"iiJtlm" (authorized institution) ffi (ffl.:'(-r 
~ftf91J> (~ 155 il:) ~ 2 ftMrffi\¥J~"iiJtl 
m; 

"R•• ft .Afl,JliJ" (Commission rules) ffiaJII 
~ 146 ftMil.1¥JAfl.lliJ ; " 0 

(a) !Jf~lt7Xtllffl.i¥J "Afl.¥tl"lffif-U,( "R-•D•m. 
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(b) ,1Jf~~=7Xtllffl.i¥J "Afl,fy!J" jffi,fi';J:,,( ".Afl,Jlrj" 0 

)Jf~"ffl.fi" 0 

(a) ::(£~ (I) Et.. (IA) M't' , !Jf~ "Afl.1Ytl't1" lffif-tN "R 
••D•Afl.lliJMr" 0 

(b) ::f':E~ (2)(c) M't' , !Jf~ ":ft$l1li:" 0 

(c) ::f':E~ (3) Et.. (4) M't' , !Jf~ "ffi!r:;$:M\¥J § J¥Jlffia1'l 
,$:ft¥Wil.1¥JAfl.¥tl" lffif-tN "R-•D•Afl.lliJ" 0 

(d) ::(£~ (6)(d) M't', !Jf~ "Afl,fyy" lffif-1:;12-( "R •• fl 
*Afl.lllJ" 0 

(e) ::f':E~ (7) M't' , !Jf~ "ftll~flN~ (2) MMrffii¥Jft 
w•fflJli:Afl.MM~\¥J"lffif-tN"l2-(•~■ftN~ 
mMMrffii¥JrtW•ff&R••••m~Mr-rr~• 
~1¥JfffoJ" O 

(a) ::f':E~ (2)(b)(viii) M't' , JJf~::f':E"i¥Jttfffi"Zlitri¥JMr~ 
¥~lffif-tN"•rt~ffM••*•lffi~ttfffiJ¥J•a 
Aftfild!!timJltttfffi , lJli:••aAft" 0 

(b) ::(£~ (2A) M't' , !JI~"~ 65B ft" lffif-1:;N "Mi!&~ 
/W-Afl.Jllj" 0 

(c) !Jf~~ (5) Mlffif-tN-
"(5) tE ,$: ft 't1 , "It fffi A" (registered 

person) ;f§t!••~ XA Bttfffi\¥Jtifffi/R'il 
AlJli:~ifffi/R~Af-t* 0 

"
0 

(a) ::(£~ (2)(c) M't' , )JI~ "if$' 1'I*l1li:r&N..•rt~ 
Wf:111!_\¥JA" lffif-1:;N "/i!iRAft" 0 

Item 

2. 

3. 

4. 

5. 

6. 
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Provision affected 

Section 5(7)( d) 

Section 27(1) and (3) 

Section 52 

Section 55 

Section 56 

Amendment 

(b) m relation to a registered 
financier, means a trust 
account required to be kept 
under section 121AJ;". 

(i) Add-
""authorized institution" (!f"iiJtlffil) means an 

authorized institution within the meaning 
of section 2 of the Banking Ordinance 
(Cap. 155); 

"Commission rules" <••• ft •tJI.JllJ) means 
rules made under section 146; 

"financial resources rules" (Mi!& 'il/W-tJl.lllJ) 
means rules made under section 28 of the 
Securities and Futures Commission 
Ordinance (Cap. 24);". 

Repeal "regulations" and substitute "Commission 
rules". 

Repeal "bank trading days" and substitute "business 
days". 

(a) In subsections (!) and (IA), repeal "in regulations" 
and substitute "by Commission rules". 

(b) In subsection (2)(c), repeal "director or". 
(c) In subsections (3) and (4), repeal "regulations made 

under this Ordinance" and substitute "Commission 
rules". 

(d) In subsection (6)(d), repeal "regulations" and 
substitute "Commission rules". 

(e) In subsection (7), repeal "to enable liabilities under 
subsection (2), or such other liabilities as may be 
prescribed by regulations, to be satisfied" and 
substitute "to ensure that liabilities under 
subsection (2), and any other liabilities of a kind 
prescribed by Commission rules, are satisfied". 

(a) In subsection (2)(b)(viii)-
(i) repeal "a director, secretary, or other person 

concerned in the management" and substitute 
"an officer"· 

(ii) repeal "a di~ector, secretary, or other person" 
and substitute "an officer". 

(b) In subsection (2A), repeal "section 65B" and 
substitute "the financial resources rules". 

(c) Repeal subsection (5) and substitute-
"( 5) In this section, "registered person" 

(a fffi A) does not include a securities margin 
financier or securities margin financier's 
representative registered under Part XA.". 

(a) In subsection (2)(c), repeal "any director, secretary 
or person concerned in its management" and 
substitute "any officer of the corporation". 
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7. 

8. 

9. 

10. 

I I. 

12. 

13. 

14. 

15. 

ffi 60(4)(c) f* 

ffi 65A(l)(c) , (3)(c) 
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0 

(c) !Jf~ffi (4) ~jlijf~t(-
"(4) ft;zjl:f*'t', "~ifll}A" (registered 

person) ~§t!t&Jlffi XA ffll~ifll}i¥J~ifll}J\l'I!~ 
A~tt-H&J\l'l!~Af~* 0

" 
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(a) ft ffi (3) ~ 't' , ft "(b)(iii) ~" Z. ff :IJ□ A "~ 
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"(5) ~ OU'tN.WJJt•m:••~•itf* 

WtlHffi 2411'i:) ffi 21 f*Jcl~nl.'.iE>'~, ••~• 
it :ttH!f ffi 55 ~ 56 f~ fF tll l¥J ikc '.iE , ft t& JI 
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'.iE~~9'□ 17'1ffillJll¥JtNf13Wl1'.ti O 

"
0 
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"(6) ft ,jl: f* 't' , "~i fll} A" (registered 

person) ~§1\!t&Jlffi XA $~ifll}l¥J~ifll}J\l'I!~ 
A~~i-H&J\l'l!~Af~* 0

" 
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(a) ftffi (2) ~ 't' , !Jf~ "_1lHtnl. WtlMilTllJI 1¥J fffoJJrffl 
~ftff > » O 

(b) :IJ□A-
"(4) ft;zjl:fJ:ti't' , "]jJllJI" (prescribed) ffiEE 

••~ A •m.J!UilTllJI O 

" 
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!Jf~M~ "ffi 65B f*" lmf~tl. "Mi5C~mnl.J!IJ" 0 

JJit~ "~ 65B *" 1mttti. "Mi5C~mm.J11J" 0 

!Jf~ "ffi 65B ft" 1m1~ti. "Mi5C~mm.J11J" 0 
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}Jf~ "nl,fy!J" jlijf~t( "--~••m.J!JJ" 0 

Item 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A717 

Provision affected 

Section 57 

Section 60(4)(c) 

Section 63 

Section 64 

Section 65A(l)(c), 
(3)(c) and (4) 

Section 65C( I) and (2) 

Section 65D(l) 

Section 66(l)(b) 

Section 67(3) 

Amendment 

(b) In subsection (3), repeal "and, in the case of a 
registered person that is a corporation, any 
director, secretary or person concerned in its 
management," and substitute "and, if that person is 
a corporation, any officer of the corporation 
referred to in that subsection,". 

(c) Repeal subsection (4) and substitute--
"(4) In this section, "registered person" 

Oifll}A) does not include a securities margin 
financier or securities margin financier's 
representative registered under Part XA.". 

(a) In subsection (3), add "or (3)" after "(b)(iii)". 
(b) Add-

"(5) Except as provided by section 21 of 
the Securities and Futures Commission 
Ordinance (Cap. 24) (procedure for appeals), a 
decision of the Commission under section 55 
or 56 takes effect on the date on which the 
decision is notified under subsection (4) or 
sue~ la,~er date as is specified in the decision or 
notice .. 

Repeal "in regulations" and substitute "by Commission 
rules". 

(a) In subsection (l)(b), repeal "regulations" and 
substitute "Commission rules". 

(b) Add-
"(6) In this section, "registered person" 

(tt fll} A) does not include a securities margin 
financier or securities margin financier's 
representative registered under Part XA.". 

(a) In subsection (2), repeal "and on payment of any 
fee prescribed by regulations". 

(b) Add-
"(4) In this section, "prescribed" (1lJffJI) 

means prescribed by Commission rules.". 

Repeal "section 65B" and substitute "the financial 
resources rules". 

Repeal "section 65B" and substitute "the financial 
resources rules". 

Repeal "section 65B" and substitute "the financial 
resources rules". 

Repeal "in regulations" and substitute "by Commission 
rules". 

Repeal "regulations" and substitute "Commission 
rules". 

pkmok
Rectangle
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16. 
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19. 

20. 

21. 

§1: ~ Ii (I<] 1* x 
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M 72(5)(c)(iii). 

M 73(3)(c)(iii) 1* 
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(3) M (2) WsXJiJrWiz!!.(J<J•J=if.itf'lfl16•ffl1M!~r 
~;f;f-
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Item 

16. 

17. 

18. 

19. 

20. 

21. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A719 

Provision affected 

Section 68(4) and (5) 

Section 72(5)(c)(iii) 

Section 73(3)( c )(iii) 

Section 74(2)(b) 

Section 75(3) 

New 

Amendment 

Repeal "in the form prescribed by regulations" and 
substitute "on a form provided or approved by the 
Commission". 

Repeal "in regulations" and substitute "by Commission 
rules". 

Repeal "in regulations" and substitute "by Commission 
rules". 

Repeal "in regulations" and substitute "by Commission 
rules". 

Add "without reasonable excuse" after "who". 

Add-

"75A. Dealer to provide client with 
statement of account 

(I) This section applies to the following kinds 
of transactions entered into between a dealer and a 
client of the dealer-

(a) a deposit of securities collateral or 
money by or on behalf of the client; 

(b) a withdrawal of securities collateral 
or money by or on behalf of the 
client; 

(c) a disposal by the dealer of any of the 
client's securities collateral; 

(d) an adjustment of the amount of 
financial accommodation, or the 
terms on which it is provided, to 
the client, whether by extension, 
reduction, credit or debit ( except as 
a result of interest charged by the 
dealer); 

(e) a crediting of income to, or a 
deduction of charges from, the 
client's account. 

(2) A dealer who provides financial 
accommodation to a client to facilitate the 
acquisition and, where applicable, the continued 
holding of securities must prepare and provide to 
the client, no later than the end of the next business 
day after the entering into of any transaction to 
which this section applies, a statement of account 
that complies with subsection (3). 

(3) The statement referred to in subsection (2) 
must include the following information-

(a) the name under which the dealer 
carries on business and the address of 
the principal place in Hong Kong at 
which the business is carried on; 
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;fSI--

Item 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A721 

Provision affected Amendment 

(b) the name, address and account 
number of the client to whom the 
dealer is required to give the 
statement of account; 

( c) the outstanding balance of the 
account of the client at the beginning 
and at the end of each day on which 
a transaction involving the client 
takes place and details of all changes 
m the balance of that account during 
that day; 

(d) details of all financial accommodation 
provided to the client during that 
day, including the nature, limit and 
expiry date of the accommodation 
together with the interest rate and 
basis of the interest calculation 
thereon; 

(e) the quantity of each description of 
securities collateral held for the 
account of the client at the beginning 
of that day; 

(j) the quantity, market price, market 
value, margin ratio and margin value 
of each description of securities 
collateral held for that account at the 
end of that day; 

(g) the quantity of each description of 
securities collateral deposited to or 
withdrawn from that account during 
that day; 

(h) all disposals initiated by the dealer of 
securities collateral held for that 
account during that day and what 
happened to the proceeds of those 
disposals; 

(i) a breakd~wn of the income credited, 
and the mterest and other charges 
debited, to that account on that day. 

(4) Subject to subsection (5), a dealer must 
within 7 business days after the end of each 
calendar month, prepare and provide to each client 
to "Yhom the dealer has, during the month, 
provided financial accommodation to facilitate the 
acqll:isition of securities and, where applicable, the 
contmued holdmg of those securities a statement of 
account that complies with subsection (6). 

(5) Where there is no transaction in the 
account over the relevant period and the account 
does no~ ~ave any outstan?ing balance and holding 
of secunties collateral dunng the relevant period a 
dealer need not provide a statement of acco~nt 
under subsection (4). 

(?) The statement referred to in subsection (4) 
must mclude the following information-
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Item 

22. 

23. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A723 

Provision affected 

Section 76(1) 

Section 77 

Amendment 

(a) the name under whieh the dealer 
carries on business and the address of 
the principal plaee in Hong Kong at 
whieh the business is carried on; 

(b) the name, address and account 
number of the client to whom the 
dealer is required to give the 
statement of aecount; 

(c) the outstanding balance of the 
aeeount of the client at the beginning 
and at the end of that month and 
details of all changes in the balance 
of t~t account during that month; 

( d) details of all financial 
accommodation provided to the 
client during that month, including 
the nature, limit and expiry date of 
the accommodation; 

(e) the quantity of each description of 
securities collateral held for the 
aecount of the client at the beginning 
of that month; 

U) the quantity, market price, market 
value, margin ratio and margin value 
of each description of securities 
eollateral held for that account at the 
end of that month; 

(g) the quantity of each description of 
securities collateral deposited to or 
withdrawn from that account during 
that month; 

(h) all disposals initiated by the dealer of 
securities collateral held for that 
account during that month and what 
happened to the proceeds of those 
disposals; 

(i) a breakdown of the income credited 
and. the interest and other charge~ 
debited, to that account during that 
month. 

(7) A dealer who, without reasonable excuse 
fails to eomply with a requirement of this sectio~ 
commits an offence and is liable on conviction to a 
fine at level 4.". 

Repeal "in regulations" and substitute "by Commission 
rules". 

Repeal and substitute-

"77. Duties of dealer with respect 
to clients' accounts 

(1) In this section, a reference to a dealer 
inclu_des a reference to an exempt dealer (except in 
relation to a statement of account prepared under 
section 75A). 
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Item 

24. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A725 

Provision affected 

Section 79 

Amendment 

(2) As soon as practicable after a client of a 
dealer requests the dealer to provide the client with 
a copy of­

(a) 

(b) 

any specified contract note relating 
to the client; or 
any specified account kept by the 
dealer in respect of the client; or 

(c) any specified statement of account 
kept by the dealer in respect of the 
client under section 75A, 

the dealer must comply with the request. 
(3) If the Commission, on an application 

made by a client of a dealer, so directs, the dealer 
must make available for inspection by the client 
during the dealer's ordinary hours of business-

(a) any specified contract note relating 
to the client; or 

(b) any specified account kept by the 
dealer in respect of the client; or 

(c) any specified statement of account 
prepared for the client under section 
75A. 

(4) This section does not require a dealer­
(a) to provide, or make available for 

inspection, a copy of-
(i) a contract note; or 

(ii) a statement of account referred 
to in section 75A(2), 

that relates to a dealing transacted 
more than 3 months before the date 
of the relevant request; or 

(b) to provide, or make available for 
inspection, a copy of-

(i) an account; or 
(ii) a statement of account referred 

to in section 7 SA( 4), 
that relates to a dealing transacted 
more than 6 years before the date of 
the relevant request. 

(5) A dealer may impose a charge not 
exceeding an amount prescribed by Commission 
rules for a copy of a document provided under 
subsection (2). 

(6) A dealer who, without reasonable excuse, 
fails to comply with subsection (2) or (3) commits 
an offence and is liable on conviction to a fine at 
level 4..". 

(a) In subsection (6), repeal "regulations" and 
substitute "Commission rules". 
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Item 

25. 

26. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A727 

Provision affected 

Section 80( 4 )( d) 

Section 81 

Amendment 

(b) In subsection (9), repeal "Without prejudice to the 
power to make regulations under section 146, 
regulations may be made under that section-" and 
substitute "Rules may be made under section 
146--". 

Repeal "regulations" and substitute "Commission 
rules". 

Repeal and substitute-

"81. Restrictions on disposition of 
securities by dealer 

(1) In this section, a reference to a dealer 
includes a reference to an exempt dealer.' 

(2) Subject to subsection (6), where securities 
which are not the property of the dealer and for 
which the dealer, or any nominee controlled by the 
dealer, is accountable are held for safe custody in 
Hong Kong, the dealer must ensure that the 
securities are either-

(a) registered in the name of the person 
to whom the dealer is accountable or 
in the name of the nominee; or 

(b) deposited in safe custody in a 
designated account with an 
authorized institution or some other 
institution approved by the 
Commission for the purposes of this 
section. 

(3) The Commission may, by written notice 
given to the institution concerned, approve an 
institution for the purposes of subsection (2)(b) 
only if it is satisfied that the institution provides 
satisfactory facilities for such safe custody. 

(4) A dealer to whom subsection (2) applies 
must take reasonable steps to ensure that the 
securities referred to in that subsection are not 
deposited, transferred, lent, pledged, repledged or 
otherwise dealt with except as provided by that 
subsection or as permitted by Commission rules. 

(5) Subsection (4) does not affect the right of 
a dealer to whom subsection (2) applies to dispose 
of the securities referred to in subsection (2) for the 
purpose of settling any liability owed by the person 
(who is the beneficial owner of such securities) to 
the dealer for-

(a) dealing in securities which remains 
after the dealer has disposed of all 
other assets designated as collateral 
for securing the settlement of that 
liability; or 
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Item 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A729 

·Provision affected Amendment 

(b) financial accommodation provided 
by the dealer to the person which 
remains after the dealer has disposed 
of all other assets designated as 
collateral for securing the settlement 
of that liability, 

but only with the written authority of the person or 
as permitted by Commission rules. 

(6) A dealer to whom subsection (2) applies 
may lend or deposit the securities referred to in that 
subsection to a person-

( a) in accordance with the rules and 
regulations of the Unified Exchange; 
or 

(b) in accordance with the rules and 
regulations of the Hong Kong 
Securities Clearing Company 
Limited; or 

(c) of a class specified in Commission 
rules for the purposes of this section, 

but only with the written authority of the client or 
as permitted by Commission rules. 

(7) An authority referred to in subsection (6) 
is effective only if it specifies the period for which it 
is current and it-

(a) remains in force for the period so 
specified or 12 months, whichever is 
the shorter; and 

(b) may be renewed in writing for one or 
more further periods not exceeding 
12 months at any one time. 

(8) A dealer who, without reasonable excuse, 
contravenes subsection (2) commits an offence and 
is liable on conviction to a fine at level 3. 

(9) A dealer who, without reasonable excuse, 
contravenes subsection (4) commits an offence and 
is liable-

(a) on conviction on indictment, to a fine 
of $200,000 and to imprisonment for 
2 years; or 

(b) on summary conviction, to a fine at 
level 6. 

(10) This section does not apply to securities 
collateral deposited-

(a) with a dealer; or 
(b) with another person to facilitate 

the provision of financial 
accommodation by the dealer, 

by or on behalf of a client of the dealer. 
(11) For the avoidance of doubt, subsection 

(4) shall not be construed as requiring the dealer to 
ensure that the relevant securities are not 
redeposited, transferred, relent, pledged, or 
repledged or otherwise dealt with by a person to 
whom the dealer has lent or deposited the relevant 
securities in accordance with subsection (6). 
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SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A731 

Provision affected Amendment 

SIA. Restrictions on disposition of securities 
collateral by dealer 

(1) In this section, a reference to a dealer 
includes a reference to an exempt dealer. 

(2) Subject to subsection (6), as soon as 
p~acticable after se~urities collateral is deposited 
with a dealer, or with another person to facilitate 
the provision of financial accommodation by the 
dealer, by or on behalf of a client of the dealer, the 
dealer must ensure that the relevant securities are-

(a) registered in the name of the client; 
or 

( b) registered in the name of the dealer 
or a nominee controlled by the 
dealer; or 

( c) deposited in safe custody in a 
designated account with an 
authorized institution or some other 
institut!ol: approved by the 
Comllllss1on for the purposes of this 
section. 

_ (3) The Commission may, by written notice 
~1ve_n ~o the institution concerned, approve an 
mst1t1:1t1?n. for ~he purposes of subsection (2)(c) 
only 1f 1t 1s satisfied that the institution provides 
satisfactory facilities for such safe custody. 

(4) If securities collateral is deposited with a 
dealer, or with another person to facilitate the 
provision of financial accommodation by the 
dealer, by or on behalf of a client of the dealer, the 
dealer must take reasonable steps to ensure that the 
relevant securities are not deposited, transferred, 
lent, pledged, repledged or otherwise dealt with 
except as provided by subsections (2) and (6). 

(5) Subsection (4) does not affect the right of 
a dealer to dispose of the securities collateral of a 
client in settlement of-

(a) the client's obligation to maintain an 
agreed level of margin; or 

(b) any liability of the client to repay 
or discharge the financial 
accommodation provided by the 
dealer; or 

(c) any liability of the client to settle a 
transaction in securities against 
which liability securities collateral 
has been provided by that client; or 

(d) any liability owed by the client to the 
dealer for dealing in securities which 
remains after the dealer has disposed 
of all other assets designated as 
collateral for securing the settlement 
of that liability, 

but only with the written authority of the person or 
as permitted by Commission rules. 
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SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A733 

Provision affected Amendment 

(6) If securities collateral is deposited with a 
dealer, or with another person to facilitate the 
provision of financial accommodation by the 
dealer, by or on behalf of a client of the dealer, the 
dealer may-

(a) deposit the relevant securities with 
an authorized institution as collateral 
for financial accommodation 
provided to the dealer; or 

(b) lend or deposit the securities to-
(i) a person in accordance with the 

rules and regulations of the 
Unified Exchange; or 

(ii) a person in accordance with the 
rules and regulations of the 
Hong Kong Securities Clearing 
Company Limited; or 

(iii) a person of a class specified in 
Commission rules for the 
purposes of this section; or 

(c) deposit the securities with the Hong 
Kong Securities Clearing Company 
Limited as collateral for the 
discharge and satisfaction of the 
dealer's clearing obligations and 
liabilities; or 

(d) deposit the securities with the SEHK 
Options Clearing House Limited as 
collateral in respect of the dealer's 
transactions in or relating to options 
contracts, 

but only with the written authority of the client or 
as permitted by Commission rules. 

(7) An authority referred to in sub­
section (6)-

(a) is effective only if it specifies the 
period for which it is current; and 

(b) remains in force for the period so 
specified or 12 months, whichever is 
the shorter; and 

(c) may be renewed in writing for one or 
more further periods not exceeding 
12 months at any one time. 

(8) A dealer who, without reasonable excuse, 
fails to comply with subsection (2) commits an 
offence and is liable on conviction to a fine at 
level 3. 

(9) A dealer who, without reasonable excuse, 
contravenes subsection (4) commits an offence and 
is liable-

(a) on conviction on indictment, to a fine 
of $200,000 and to imprisonment for 
2 years; or 

(b) on summary conviction, to a fine at 
level 6. 
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SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A735 

Provision affected 

Section 82(2) 

Section 83 

Section 84 

Amendment 

(10) For the avoidance of doubt, subsection 
( 4) shall not be construed as requiring the dealer to 
ensure that the relevant securities are not 
redeposited, transferred, relent, pledged, or 
repledged or otherwise dealt with by an authorized 
institution, the Hong Kong Securities Clearing 
Company Limited, the SEHK Options Clearing 
House Limited, or any other person, with whom 
the dealer has lent or deposited the relevant 
securities in accordance with subsection (6). 

81B. Claims and liens over securities 
not affected 

Nothing in section 81 or 81A affects any 
lawful claim or lien that a person has in respect 
of-

(a) any securities deposited for safe 
custody with a dealer or a nominee 
controlled by a dealer; or 

(b) securities collateral deposited with a 
dealer or another person to facilitate 
the provision of financial 
accommodation by the dealer.". 

Repeal "books, accounts," where it twice appears and 
substitute "accounting and other". 

(a) In subsection (3)(a)(vi}-
(i) repeal "or any related corporation"; 

(ii) repeal "and" at the end. 
(b) In subsection (3)(a), add-

"(viii) all securities margin financing conducted 
by the dealer; and". 

(c) Repeal subsection (4A) and substitute-
"(4A) Without limiting subsections (1) 

and (3) but subject to Commission rules, the 
dealer shall keep records that are sufficient to 
enable it be readily established whether or not 
the financial resources rules have been 
complied with.". 

(d) In subsection (S)(a), add "and a copy of each 
statement of account referred to in section 1212(4)" 
after "subsection (1 )". 

( e) In subsection ( 5)( b )(ii), repeal the full stop and 
substitute "; and" . 

(j) In subsection (S)(b), add-
"(iii) a copy of each statement of account 

referred to in section 75A(2).". 

(a) In subsection (l)(a) and (b), repeal "bank trading 
days" and substitute "business days". 

(b) In subsection (l)(b), repeal "and" at the end. 
(c) In subsection(!), add-
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Item 

30. 

31. 

32. 

33. 

34. 

35. 

36. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A737 

Provision affected 

Section 87(2)(d) 

Section 88(1) 

Section 89(1)(b) 

Section 90(1) 

Section 91 

Section 93 

Section 94 

Amendment 

"(ba) all amounts that are received from or on 
account of a client to whom the dealer 
provides financial accommodation to 
facilitate the acquisition and, where 
applicable, the continued holding of 
securities, except those amounts that 
are-

(i) used to reduce the amount owed by 
the client to the dealer; or 

(ii) paid to the client, or paid in 
accordance with the client's 
directions, within 4 business days 
after receipt; and". 

(d) In subsection (l)(c), repeal "or (b)" and substitute 
", (b) or (ba)". 

(e) In subsection (3), repeal "bank trading days" and 
substitute "business days". 

(j) In subsection (6)(c), repeal "regulations" and 
substitute "Commission rules". 

Repeal "in regulations" and substitute "by Commission 
rules". 

Repeal "regulations" and substitute "Commission 
rules". 

(a) Repeal "65B,". 
(b) Add "or the financial resources rules" after "or 

84". 

(a) In paragraph (c), repeal "section 65B" and 
substitute "the financial resources rules". 

(b) Repeal "books, accounts, and" and substitute 
"accounting and other". 

(a) In subsections (I) and (4)(b), repeal "books, 
accounts, and" and substitute "accounting and 
other". 

(b) In subsection (2)(c), repeal "regulations" and 
substitute "Commission rules". 

(a) Repeal "books, accounts, and" and substitute 
"accounting and other". 

(b) In paragraph (a), repeal "books, account," and 
substitute "accounting and other". 

Repeal and substitute-

"94. Auditor and auditor's 
employees may disclose 
information in certain 
circumstances 

Notwithstanding section 59(1) of the Securities 
and Futures Commission Ordinance (Cap. 24), an 
auditor appointed under section 90 or 91 and any 
employee of such auditor may disclose information 
that comes to his knowledge in the course of 
performing his duties as such auditor or as an 
employee of such auditor (as the case may be)-
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Item 

37. 

38. 

39. 

40. 

41. 

42. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A739 

Provision affected 

Section 95 

Section 96 

Section 97(c) 

Section 127 

Section 137 

Section 144(1) 

Amendment 

(a) for the purpose of carrying into 
effect, or complying with, any of the 
provisions of this Ordinance; and 

(b) for the purposes of any legal 
proceedings; and 

(c) to the Commission; and 
(d) in the case of an employee of an 

auditor, to the auditor.". 

In subsection (1), repeal "books, accounts, and" where 
it twice appears and substitute "accounting and other". 

(a) In subsection (l)(a), repeal "book, account, record 
or document" and substitute "accounting or other 
record". 

(b) In subsections (l)(b) and (2), repeal "book, 
account, record, or document" wherever it appears 
and substitute "accounting or other record". 

Repeal "accounts, books, and" and substitute 
"accounting and other". 

(a) In subsection (l)(b), repeal "advice," and substitute 
"advice; or". 

(b) In subsection(!), add-
"(c) any matter concerning securities margin 

financing,". 
(c) In subsection (3)-------

(i) repeal "by notice in the form prescribed by 
regulations given in the manner as prescribed"; 

(ii) add at the end-
"A requirement under this subsection must 

be in a form provided or approved by the 
Commission and be given in the manner 
prescribed by Commission rules.". 

(d) In subsection (10), repeal "regulations" and 
substitute "Commission rules". 

Repeal "regulations" and substitute "Commission 
rules". 

(a) Add "or to securities margin financing" after 
"dealing in securities". 

(b) Add-
"(aa) an order restraining a person who is not 

registered as a securities margin financier 
from engaging in securities margin 
financing;". 

(c) Add-

(d) 

"(ba) in relation to a registered financier, an 
order appointing a person to administer 
the property of the financier;". 

In paragraph (c), add "or securities margin 
financing" after "relating to securities". 
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Item 

43. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A741 

Provision affected 

Section 146 

Amendment 

Repeal and substitute-

"146. Commission rules 

(1) The Commission may make rules for all 
or any of the following purposes-

(a) prescribing the class of persons in 
relation _to whom, and the manner 
and circumstances in which 
registered dealers, registered dealing 
partnerships and registered dealers' 
repres~n_tatives may deal in securities; 

(b) prescnbmg the class of persons in 
relation _to whom, and the manner 
and circumstances in which 
registered investment advisers' 
registered investment advisers; 
partnerships and registered 
mvestn:ient representatives may carry 
on busmess as mvestment advisers or 
as investment representatives· 

( c) prescribing the class of pe;sons in 
relation to whom, and the manner 
and circumstances in which 
registered financiers may carry on th~ 
busmess of securities margin 
financing; 

(d) prescribing the class of persons in 
relation to whom, and the manner 
and circumstances in which 
registered financiers' representative; 
may act for registered financiers· 

( e) requiring registered de~lers 
reg\stered 1ealing partnerships'. 
registered mvestment advisers 
registered investment advisers; 
partnerships, registered financiers 
and registered financiers' 
representatives to exhibit their 
certificates of registration at their 
places of business; 

~ prescribing requirements with respect 
to . the conduct of business by 
registered dealers, registered 
mvestment advisers, registered 
~ealmg partnerships, registered 
mvestment advisers' partnerships, 
registered financiers, registered 
dealers' representatives, registered 
mvestment representatives and 
registered financiers' representatives; 
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Item 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Provision affected 

Ord. No. 20 of 2000 A743 

Amendment 

(g) providing for matters incidental to 
the registration of dealers, investment 
advisers, dealing partnerships, 
investment advisers' partnerships, 
securities margin financiers, dealers' 
representatives, investment 
representatives and securities margin 
financiers' representatives under this 
Ordinance; 

(h) enabling the Commission to correct 
any errors in any register kept under 
this Ordinance; 

(i) enabling the Commission, on 
payment of the fee (if any) prescribed 
by Commission rules, to issue a 
duplicate certificate of registration if 
the original certificate or any 
duplicate certificate is lost or 
destroyed; 

(j) prescribing forms for the purposes of 
this Ordinance or enabling the 
Commission to specify, or to provide 
or approve, forms for those 
purposes; 

(k) prescribing the manner in which 
applications are to be made for 
registration under Part VI or XA; 

(/) prescribing the particulars to be 
recorded in relation to trust 
accounts; 

(m) prescribing the particulars to be 
recorded in relation to the profit and 
loss account and balance sheet 
required to be prepared by a dealer 
or registered financier; 

(n) prescribing the procedure for holding 
investigations under Part XI, and 
providing for the reception of 
evidence, whether written or oral, 
and for the summoning and 
examination of witnesses, during the 
course of such an investigation; 

(o) requiring a person of a specified 
description, when selling securities at 
or through the Unified Exchange and 
when the person's right to vest the 
securities in the purchaser ( or, if 
acting as agent, the principal's right 
to do so) is derived from an 
arrangement of a specified kind, to 
notify the stockbroker through 
whom the sale is being effected, of 
the fact that the right to vest the 
securities in the purchaser is derived 
from such an arrangement; 
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Item 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A745 

Provision affected Amendment 

(p) prescribing limits on, or conditions to 
be complied with in respect of, the 
number of options contracts which 
may be held or controlled, directly or 
indirectly, by any person where those 
contracts are traded through the 
facilities of the Unified Exchange; 

(q) prescribing or providing for any 
matter that is required or permitted 
by this Ordinance to be prescribed by 
Commission rules. 

(2) Except as otherwise provided in this 
Ordinance, a rule made under this section may do 
all or any of the following-

( a) apply generally or be limited in its 
application by reference to specified 
exceptions or factors; 

(b) apply differently according to 
differei:it factors of a specified kind; 

(c) authonze any matter or thing to be 
determined, applied or regulated by 
any specified person. 

p) A rule . made under this section may 
provide that, subJect to such terms and conditions 
as may be prescribed, the provisions of Parts VI to 
IX and XA, or such of them as are specified-

(a) do not have effect in relation to any 
specified person or to any person 
who is a member of a specified class 
ofpersons-

(i) ~ho is or may be a dealer, 
mvestment adviser or securities 
margin financier only because 
the person does anything that is 
incidental to another business; or 

(ii) who does not deal in securities 
for or on behalf of any other 
person; or 

(iii) who is a dealer, investment 
adviser or securities margin 
financier only because the 
person has entered into a 
specified transaction or class of 
transactions; or 

(b) do not have effect in relation to a 
representative of any such person, or a 
member of any such class of persons 
as is referred to in paragraph (a); o; 

(c) has effect in relation to any such 
person or member, or a 
representative of any such person or 
member, to such extent as is 
prescribed in the rule; or 

(d) do not have effect in relation to a 
specified transaction or class of 
transactions entered into by a 
specified person or class of persons.". 
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44. 

45. 

Item 

I. 

2. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A747 

Provision affected 

Section 146A 

Section 147(1) 

Amendment 

Repeal and substitute-

"l 46A. Regulations 

The Chief Executive in Council may make 
regulations providing that a contravention of any 
specified provision of Commission rules is an 
offence and may prescribe penalties for the offence 
not exceeding a fine at level I and imprisonment for 
3 months." . 

Repeal and substitute-
"(!) If an offence against this Ordinance 

committed by a corporation is proved-
( a) to have been committed with the 

consent or connivance of; or 
(b) to be attributable to neglect by, 

an officer of the corporation, or any person who 
purported to act as such an officer, the officer or 
person also commits the offence and is liable to be 
proceeded against and punished in the same way as 
the corporation." . 

SCHEDULE 2 [s. 6] 

CONSEQUENTIAL AMENDMENT OF SECURITIES 
AND FUTURES COMMISSION ORDINANCE 

Provision affected 

Section 2(1) 

Section 4 

Amendment 

In the definition of "registered person", repeal 
"investment representative or a commodity trading 
advisers' representative" and substitute "securities 
margin financier, investment representative, commodity 
trading adviser's representative or securities margin 
financier's representative". 
(a) In subsection (l)(a) and (b), repeal "futures 

contracts and property investment arrangements" 
wherever it appears and substitute "futures 
contracts, property investment arrangements and 
securities margin financing". 

(b) In subsection (l)(e), add "or securities margin 
financing transactions" after "property investment 
arrangements". 

(c) In subsection (l)(g), add "or securities margin 
financing transactions" after "entering into 
property investment arrangements". 

(d) In subsection (l)(g) and (i), repeal "and property 
investment arrangements" and substitute ", 
property investment arrangements and securities 
margin financing". 
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Item 

3. 

4. 

5. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A749 

Provision affected 

Section 19 

Section 21(4) 

Section 27 

Amendment 

(a) In subsection (l)(e), add "(2) or (2A)" after 
"section 55". 

(b) Add-
"(lA) Where-

(a) an application of a person for 
registration under Part XA of 
the Securities Ordinance (Cap . 
333) is refused; or 

(b) an application for registration 
under that Part is granted 
subject to a condition (not being 
a condition prescribed by that 
Part or by Commission rules) or 
a restriction with which the 
applicant is dissatisfied; or 

(c) a condition or restriction of 
registration of a secunt1es 
margin financier or a securities 
margin financier's representative 
is varied under that Part and the 
financier or representative is 
dissatisfied with the variation of 
the condition or restriction; or 

(d) the registration of a securities 
margin financier or a securities 
margin financier's representative 
is revoked or suspended under 
section 121R(2), 121S, 121T(2) 
or 121 U of the Securities 
Ordinance (Cap. 333), 

the applicant, financier or representative may, 
subject to section 21, appeal to the Panel 
against the refusal, the imposition or variation 
of the condition or restriction, revocation or 
suspension. 

(lB) Where the Commission-
(a) refuses to approve a director of 

a registered securities margin 
financier under section 1211 of 
the Securities Ordinance (Cap. 
333); or 

(b) cancels the approval of such a 
director under section 121V of 
that Ordinance, 

the director may, subject to section 21, appeal 
to the Panel against the refusal or 
cancellation.". 

(c) In subsection (2)(e), add "(2)" after "section 35". 
(d) In subsection (4), add ", (lA)(c)" after "(l)(d)". 

Add", (IA)(b) or (c)" after "19(l)(b) or (d)". 

(a) In subsection (lO)(a)-
(i) repeal "trading adviser." and substitute 

"trading adviser; or"; 
(ii) add-

"(iii) a securities margin financier.". 
(b) In subsection (lO)(b), add-
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7. 

8. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A751 

Provision affected 

Section 28 

Section 29(3) 

New 

Amendment 

'"'securities margin financier" (~~W:~~MW 
A) has the meaning assigned to it by 
section 2(1) of the Securities Ordinance 
(Cap. 333).". 

(a) In subsection (2)(d), repeal "rules." and substitute 
"rules·" 

(b) In subs~ction (2), add-
"(e) empower the Commission to grant 

approvals for such purposes as are 
specified in the rules and to amend or 
revoke those approvals, and require the 
Commission to publish those approvals 
and any amendment or revocation of 
them in a manner so specified.". 

(c) Repeal subsection (4). 

Repeal paragraph (b) and substitute-
"(b) the exercise of this power in the particular case 

is not contrary to the interest of the investing 
public.". 

Add after section 29 in Part IV-

"29AA. Commission may exempt persons from 
operation of financial resources rules 

(1) The Commission may, by notice 
published in the Gazette, exempt a specified person, 
or persons of a specified class, from the operation 
of the financial resources rules or of any specified 
provision of the rules. 

(2) An exemption under this section may be 
granted unconditionally or subject to conditions. 

(3) Subject to subsection (5), an exemption 
granted under this section remains in force-

(a) if a period is specified in the 
exemption, until the end of the 
period; or 

(b) if no such period is specified, until 
revoked by the Commission. 

(4) The Commission may not grant an 
exemption under this section unless it is satisfied 
that-

(a) compliance with the financial 
resources rules or the specified 
provision of those rules would be 
unduly burdensome for the person or 
class of persons having regard to the 
benefit which compliance would 
confer on the investing public; and 

(b) the exercise of this power in the 
particular case is not contrary to the 
interest of the investing public. 

(5) The Commission may, by notice 
published in the Gazette, amend or revoke an 
exemption granted under this section. Such an 
exemption may be revoked even though a period 
specified in the exemption has not yet expired.". 
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Item 

9. 

10. 

11. 

12. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A753 

Provision affected 

Section 31 (2) 

Section 33 

Section 38 

Section 55 

Amendment 

Repeal "or commodity trading adviser" and substitute 
", commodity trading adviser, securities margin 
financier". 

(a) In subsection (l)(b)---
(i) in subparagraphs (i) and (ii), add "or" at the 

end· 
(ii) add:_ 

"(v) in relation to any transaction 
involving securities margin financing; 
or". 

(b) Repeal subsection (l)(d) and substitute-
"(d) the Commission has reason to believe that 

the manner in which a person is engaging 
or has engaged in-

(i) dealing in securities or trading in 
futures contracts; or 

(ii) managing investment in securities or 
futures contracts; or 

(iii) making property investment 
arrangements; or 

(iv) giving advice of the kind referred to 
in paragraph (b)(iv); or 

(v) entering into transactions involving 
securities margin financing, 

is not in the interest of the investing 
public or the public interest; or". 

(a) In subsection (2), repeal "55 or 56" and substitute 
"55, 56, 121R or 121S". 

(b) In subsection (4)----
(i) repeal "adviser or a partner in an investment 

advisers' partnership" and substitute "adviser, 
a partner in an investment advisers' 
partnership or securities margin financier"; 

(ii) repeal "and "investment advisers' 
partnership" (ti!: •• rR, if • • 11" )" and 
substitute ~ "investment advisers' partnership" 
cm•~uR,.c, ••11) ii_nd "securities margin 
financier" c■~Uiill'~!ll'l!'ifA)". 

Repeal subsection(!) and substitute-
"(!) If, on the application of the Commission, 

the Court of First Instance is satisfied that a person 
has contravened or is contravening, or that there 
is a reasonable likelihood that a person will 
contravene a prescribed provision, the Court may-
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Item 

13. 

Item 

2. 

3. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A755 

Provision affected 

Section 55A 

Amendment 

(a) grant an mJunction restraining the 
person from repeating or continuing, 
or from committing, the 
contravention; and 

(b) if in the opinion of the Court it is 
desirable to do so, make an order 
requiring the person to take any 
specified action. 

(IA) The following provisions are prescribed 
for the purposes of subsection (1)-

(a) a rule made under section 28; 
(b) a direction given under section 29; 
(c) a notice given under Part V; 
(d) a requirement imposed by or under 

Part XA of the Securities Ordinance 
(Cap. 333).". 

(a) In subsection (l)(b), repeal "81(1)" and substitute 
"81(2) and (4), 81A(2) and (4)". 

(b) Repeal subsection (2)(a) and (b) and substitute-
"(a) to whether compliance with the 

requirement in question would be unduly 
burdensome for the person having regard 
to the benefit which compliance would 
confer on the investing public; and 

(b) to whether the exercise of this power in 
the particular case is not contrary to the 
interest of the investing public.". 

SCHEDULE 3 [s. 7] 

CONSEQUENTIAL AMENDMENT OF OTHER ORDINANCES 

Provision affected 

Banking Ordinance 
(Cap. 155) 

Money Lenders Ordinance 
(Cap. 163) 

Commodities Trading 
Ordinance (Cap. 250) 

Amendment 

In section 3(1), add-
"(ja) a person who is a registered financier within 

the meaning of the Securities Ordinance (Cap. 
333), where section 121AK of that Ordinance 
applies to such a deposit;". 

In Part I of Schedule I, add-
"10. A securities margin financier registered under 

the Securities Ordinance (Cap. 333). 
11. A dealer registered under the Securities 

Ordinance (Cap. 333) who, in the course of 
carrying on a business of dealing in securities, 
engages in securities margin financing as 
defined in that Ordinance.". 

(a) In section 35, add-
"(6) Except as provided by section 21 of 

the Securities and Futures Commission 
Ordinance (Cap. 24)(procedure for appeals), a 
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Item 

4. 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Ord. No. 20 of 2000 A757 

Provision affected Amendment 

decision of the Commission under this section 
takes effect on the date on which the decision 
is notified under subsection (5) or such later 
date as is specified in the decision or notice.". 

(b) In section 36, add-
"(7) Except as provided by section 21 of 

the Securities and Futures Commission 
Ordinance (Cap. 24)(procedure for appeals), a 
decision of the Commission under this section 
takes effect on the date on which the decision 
is notified under subsection ( 4) or such later 
date as is specified in the decision or notice.". 

(c) In section 37(3), add "subsection (3) or" after 
"other than". 

(d) Renumber section 57 as section 57(1). 
(e) In section 57, add-

"(2) A person who, without lawful 
authority, contravenes subsection (1) commits 
an offence and is liable on conviction to a fine 
at level 6 and to imprisonment for 6 months.". 

Stock Exchanges Unification (a) Repeal section 15(1) and substitute-
Ordinance (Cap. 361) "(l) It is the duty of the Exchange 

Company to ensure-
( a) that its members comply with 

the financial resources rules in 
so far as those rules apply to 
them; and 

(b) where those rules apply to a 
member subject to a condition 
or other modification, that the 
member complies with those 
rules in accordance with the 
condition or modification.". 

(b) In section 15(2), repeal "section 65B and". 
(c) Repeal section 34(l)(b) and substitute-

"(b) to ensure that its members comply with 
the financial resources rules for the better 
fulfilment by the Exchange Company of 
the duty imposed on it by section 15; and". 

(d) In section 34, add-
"(lA) Rules made for the purpose of 

subsection (l)(b) may provide for all or any of 
the following-

(a) the returns to be made by 
members, the form of, and the 
kinds of information to be 
included in those returns and 
the manner in which the 
information must be verified; 

(b) the manner in which assets are 
to be valued and the payment 
by members of the costs of 
valuation; 
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Item 

SECURITIES (MARGIN FINANCING) 
(AMENDMENT) ORDINANCE 

Provision affected 

SCHEDULE 4 

Ord. No. 20 of 2000 A759 

Amendment 

(c) the manner in which members 
are required to keep records of 
assets that may be taken into 
account for the purposes of the 
financial resources rules and the 
places at which the records must 
be maintained; 

(d) the inspection of records by 
officers of the Exchange 
Company authorized by it.". 

[s. 8] 

SAVINGS AND TRANSITIONAL PROVISIONS 

1. Prescribed forms 

If a form is, in accordance with a provision of the Securities Ordinance (Cap. 333), prescribed 
by rules in force under that Ordinance immediately before the commencement of item 43 of 
Schedule 1 and the provision is amended by this Ordinance to enable forms required or permitted 
for the purposes of the provision to be specified, or to be provided or approved, by the Securities 
and Futures Commission, the prescribed form is taken to have been specified, or provided or 
approved, by the Commission until it specifies, or provides or approves, a new form for the 
purposes of that provision. 

2. Restrictions on disposition 
of securities by dealer 

(I) Section 81 of the Securities Ordinance (Cap. 333) (as substituted by item 26 of 
Schedule 1) applies to securities held for safe custody by a dealer, or a nominee controlled by the 
dealer, for the account of a client of the dealer immediately before the commencement of that item . 

(2) If, immediately before the commencement of item 26 of Schedule 1, a dealer, with the 
written authority of the person to whom the dealer is accountable, has--

(a) deposited any securities, for which the dealer is accountable, as security for loans or 
advances made to the dealer; or 

(b) lent or parted with the possession of such securities for any other purpose, 
such written authority shall remain in force for 3 months after the commencement of that item, or 
such shorter period as may be specified in such authority, and a dealer does not contravene section 
81A of the Securities Ordinance (Cap. 333) (as added by item 26 of Schedule I) during such period 
when acting in accordance with such authority. 

3. _ Saving for rules 

A rule in force under section 146 or 146A of the Securities Ordinance (Cap. 333) immediately 
before the commencement of item 43 of Schedule I continues in force as a Commission rule made 
under section 146 of that Ordinance, as in force after that commencement. 

4. Saving for certain regulations 

A regulation in force under section 146(2) of the Securities Ordinance (Cap. 333) immediately 
before the commencement of item 44 of Schedule 1 continues in force as a regulation made under 
section 146A of that Ordinance, as in force after that commencement. 




