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Disclaimer

The Sample Practice Test (the “Test”) is intended to assist candidates of the relevant paper of the
Licensing Examination for Securities and Futures Intermediaries (the “LE”) in preparing themselves
for the relevant LE paper. The questions of the Test are NOT actual questions from the LE paper.
Since the relevant laws, regulations, practices and requirements may be revised, amended or updated
from time to time, no express or implied warranty is given by the Hong Kong Securities and
Investment Institute (“HKSI Institute”) that the questions are up to date.

The HKSI Institute does not warrant that any person who correctly answers the questions in this Test
will pass the LE paper. Under no circumstances shall the HKSI Institute be liable for any direct or
indirect loss or damage caused or alleged to be caused by your use of or reliance on any materials in
and/or content of these sample questions.
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1  Where an intermediary is registered with the Mandatory Provident Fund Schemes Authority
(“MPFA”), which regulator will be the frontline regulator for the purposes of the Mandatory
Provident Fund Schemes Ordinance?

W—Hp i N HsaEEA BB E S (B2 sl - UMEEE R E . (o8
HtE AT TEIRE]) TERATREE ?
A Hong Kong Monetary Authority.
HETRERS -
B Securities and Futures Commission (“SFC”).
EHREFBEEZAY (HEE)-
C Whichever one the SFC designates.
S R TR R -
D Whichever one the MPFA designates.
T fE E R B E T -
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A product provider has completed all documentation necessary for the establishment of a new

collective investment scheme (“CIS”), except for the product key facts statement. It has now
asked you whether or not it will need to produce such a statement and why. Which ONE of the
following would you advise to the product provider?

—frE PR A SER T SO R R T B Z AR B (A B RS ERIN ) - 3%
FEonfE gL ﬁ%’]?n‘ﬁﬁm@/ﬁ%%f CRZ M LR P A 3B — TR R ACE (R ]

iZ et (g T AR
A The statement will only be needed if the offering documentation does not sufficiently

explain the key risks and features of the product.

UNGH & S T R A ey LR b S R RG - AR B i

The statement will only be needed if the CIS falls into a class of specialised products that
require a higher level of investor disclosure.

MER AT EB N TR E S E A M EE RSP E s > A AR 2 -

The statement will be needed so as to provide the Securities and Futures Commission with
a summary explanation of the main features and risks of the product.

JRTR BERZIEE » T A0 36 07 S I R R B 53 2 B e (10 e o o TR B B e R T
attH -

The statement will be needed so as to enable an investor to understand the key features and
risks of the product.

TR - (T PR o o TR AR Yy T SRR R e g
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Which of the following statements are INCORRECT as regards the authorisation process for

new fund applications by the Securities and Futures Commission (“SFC”)?

I  Non-Standard Applications aim to give the SFC authorisation (if granted) on an average
within four weeks from the take-up date of the applications (“Take-up Date™).

I If no authorisation is granted by the SFC within 14 business days from the Take-up Date,
a preliminary response will be issued by the SFC to the applicant.

IIT The application will lapse if four months have elapsed from the Take-up Date.

IV Application fee will not be refunded once the application has been lapsed.

T AR R N EEHREZEY (Y7 YA s AR e AR Al

ENIERER ?

I ISR AL S e  H ) (2B HE) et P uE 2 N e

II

III

1Y%

o] (AEREH] ) -

e e R 2 IR 14 R 0 WHEE ] - QSR SR & m s A%
A alE -

OEZ B FEEE T VA A 1% - HREERFE -5
— HHEERR > FHEEHRA TR -

I and IT only
HEI K

I and III only
HET I

IT and IV only
HEI IV

IL, IIT and IV only

HAET- I &IV
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4  Parco is the management company of an authorised collective investment scheme. Which of the
following statements are CORRECT as regards the Circular to Management Companies of
SFC-authorised Funds on Liquidity Risk Management that Parco should comply?

I It should have proper and up-to-date liquidity risk management policies and procedures.
IT It should regularly assess the liquidity profile of the fund’s liabilities and assets.
IIT It should perform stress testing on a regular basis.

IV It should ensure to have the necessary liquidity risk management tools in place.

AE AR B ETERVEE AT - MRS A FEETH (2rEE5ES
wo H] AV E BN E A BT R B B AL ) HYPRAIE IERERY 2

I ClERREE KEriREnt R E B BOR AR -
I EEEHEZESNRE B ENRENMIR T TR -
I e T B TE -

IV EEEREE LEAREMEEfRE T A -

t
¢

A Tand Il only
HAET &I

B Il and IV only
HAE U 5 1V

C I, Il and IV only
HAEL - I &IV

D LI IIand IV

[~11~ 101 fz IV
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5  Which of the following statements do you agree with as regards the powers of the Insurance
Authority (“IA”) and the Securities and Futures Commission (“SFC”)?

I  The IA can only license insurance agents, whereas insurance brokers must obtain a licence
from the SFC.

I The IA can impose fines on licensed insurance agents and licensed insurance brokers that
breach applicable regulations.

IIT  Only the SFC has the power to impose fines on licensed insurance brokers.

IV The IA can prosecute licensed insurance agents under the Insurance Ordinance.

EE{EBER%ﬁkkk}%(‘%% 57) Uk SO ESEBEREZ AT () REDINS
IRIEE 5P fr

I (REE A DR PRbR (CEE SRR - 1T PRbs&EeC /B feRe e & AR
1 (Rl ey w1 22 K 208 FH AR TR R O e £ QR R R R DR B S e B ETK
I ARG AR AR IR S RIETRR -

IV REEATRE (IRESEMRET) BRIk Qe iz -

s mm
-od

o

A Tand Il only
HET I

B ITand IV only
HEI IV

C [, IIand IV only
HEIT-U KV

D [, Il and IV only

HET I F IV
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6  Which of the following resolutions could NOT be passed by an open-ended fund company by
way of a written resolution of the shareholders?

I  Aresolution to appoint a new custodian.

I Aresolution to remove an existing director.

IIT A resolution to appoint a new investment manager.

IV A resolution to remove an auditor.

R AR A E A ] DU R S EARA T N ©
I B RE AR -

I BERIAHEFINE -

I ZER R E B AR

IV BERAZEAMAAR -

A TandIII only
HET &I
B Il and III only
HAEI K I
C Iland IV only
HAEI K IV
D LI IIand IV

[~11~ 101 fz IV
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LeCo is a licensed corporation that regularly enters into over-the-counter derivative transactions

as a core part of its business. Although it has been exempt from reporting obligations in respect
of those transactions, yesterday it ceased to be exempt. Which ONE of the following statements
is CORRECT?

ME AR5 FER » DEEHETIISIMITE TR G E BELER - #EAR
FERXGERRIEREL - WIERAHERE - FNYIH—IRRRAUE R 2

LeCo must report the required transaction information on a T+2 basis, i.e. by the end of
tomorrow (assuming it is a business day).

M A TS T2 F2E - BIER (BEiE REEFEH ) 5eabAl - IEEPTFRIIR
k-
LeCo will have the benefit of a three-month grace period meaning that it will not have to

report information about any trades entered into between yesterday and three months from
yesterday.

RS A TR D TS = (B R BEARSD) - B/ e e B TR = ) 2
ATILRYER S ST -

LeCo will have the benefit of a three-month grace period to report information, which will
include all trades entered into from the day it ceased to be exempt.

R A EHG A T2 = M B A BT Bl + DS e b 1 M o
T — AP E 5 2okt -

LeCo will be in breach of the regulations unless it has already provided notice to the
relevant authorities that it has ceased to be exempt.

FRIEFE AT E AR E R BRI E A€ 2 - S RIHE A FRE AR B -
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8  Which of the following entities subject to reporting obligations in respect of over-the-counter
derivative transactions are obliged to use a Legal Entity Identifier when making a transaction
report?

I Alicensed corporation holding a Type 1 (dealing in securities) licence.
I Alicensed corporation holding a Type 9 (asset management) licence.

IIT A licensed corporation that reports the transaction details to the Hong Kong Monetary
Authority.

IV Alicensed corporation that is not in full compliance with its record keeping obligations.

NEIREE RS MT A TR B & s = (Y B B A (F R B s i (6 A E G
sl 4t 2

I FAESVE GEFS) MIRIREE -

I FE% M GeftEEEHE) MIRHIRFUAE -
I [ &R E RS R SRR A -
IV RAESEEESTHAEFCH R EARRAE -

A TandIV only
HEITKIV

B I and III only
HE I 10

C [, IIand IV only
HEIT-U KV

D LI IIand IV

[~10~ 100z IV
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Can a breach of the Fund Manager Code of Conduct (“FMCC”) be used in a legal action brought

against a fund manager before a court of law commenced under the provisions of the Securities
and Futures Ordinance?

— IR (B B R) IS A SR ANRE (B2 KR RET) MRSHEE
FERFE AP A AR T 2

In general it can be used.
— M2 LI -
It can only be used if the breach of the FMCC is also the cause of the legal action.

WAEEZEN (B8R rRll) SN S8 AR RNEEL N
LL-

It can only be used if no disciplinary action could be brought against the fund manager
under the FMCC.

HWAEEARERE (Bl rAEl]) SRGEHEERCEHRE T E N AL -

As the FMCC is a regulatory code, it can never be used in a legal action in court.

FRY (Ep A ]) EEEAEA] > kA AT AR AR -
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10  Which of the following factors are relevant to a fund manager’s obligation to execute orders for
funds on a best execution basis?

[ The kind of the transaction.

I The relevant market conditions.

IIT The timing of the transaction.

IV The size of the transaction.

IHIWIREE A 2R B < A H DU R R B T A e E E IR E LA R ?
I ZEHMHE -

I ARIHSHIEN -

I X5 HR ] o

IV G KR8 o

A TandIV only
HET &IV

B Il and III only
HAEI K I

C I, [l and IV only
HAEL - I &IV

D LI IIand IV

[~11~ 101 fz IV
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11  What responsibilities do fund managers have to fund investors in respect of the leverage of fund
assets?

AR EENEREER T > RN AR EERTERE?

The fund manager should ensure that fund assets are never leveraged.
R O B OR A S E K E A E IR & -

The fund manager should ensure that the expected maximum amount of any leverage is
disclosed to fund investors.

IR A A e R B E R L TR TR S R R -

The fund manager should ensure that any leverage is undertaken with the best interests of
the fund investors and that the amount of leverage is disclosed to fund investors not less
than annually in arrears.

B U e IR U SR B H R EN R TR E LR - ESRADIEE
AR SRR E N BRI E ELLRAVERE -

There are no particular restraints on the fund manager wishing to leverage assets of a fund
provided only that the fund manager considers it is in the best interests of the fund investors.

HER SR Mo AR EAREN R > NS AR EEE
a2 AR RIPRA] -
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12 The Fund Manager Code of Conduct (“FMCC”) requires fund managers to establish valuation
policies and procedures for the assets of the fund under its management. Should those policies
and procedures be applied as part of a strict methodology in all circumstances to ensure
compliance with the requirements of the FMCC?

(g Al SEEASEENHERNASNEEHREGEBURMER - B

B RIS By — R A — W5 TIE PP » DIHEIR & (M
HESPER) HOBLE 2

Yes, because if the policies and procedures are not applied strictly there is no point having
them.

& NARENBISIERBER MRS - FIEBRIAEFRAER
Yes, because any variation from the methodology will likely be in breach of the FMCC.
& NREHRERZ AR A fT e iR (R fEiesr A a0) -

No, because policies and procedures are mainly for general guidance and the fund manager
is open to follow whatever methodology it thinks is in the best interests of the fund.

& NRBOR KR EE R —ifE5] - s iR aE (LA R R R
HRENRIITE -

No, because the policies and procedures should make allowances for circumstances when
it might not be appropriate to apply them.

& NRBUR AR ERE AR S HE % FEOR A P E U HIR -
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13 Which of the following matters will need to be set out in a Discretionary Account Agreement?
I A statement of the client’s investment policy and objectives.
I A description of all fees payable by the client.
III  Any performance benchmark should be stated.

IV If the Discretionary Account Manager intends to receive soft commission or retain cash
rebates, the client’s consent to the same should be contained in the agreement.

YR IR R B AR IR PR P E a1 ?

I EPHIREBOR & HARAYED -

I SR FE (TR EEE A -

I FEEEIL AR AE -

IV Atk P SR R EE s M B PR R e I % et 5 s A & P Lt ag

AR -

A Tand Il only
HET I

B [ IIand IV only
HEI-U KV

C 1L I and IV only
HAET- II &IV

D LI I and IV

[~10~ 100z IV
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14

LarCo is a private open-ended fund company (“OFC”). Most of its scheme properties are
invested in listed stocks. It now sees a chance to invest 15% of its scheme property net value
into two distribution businesses that will allow it to control and operate those businesses until
such time as LarCo’s shareholding can be sold at a profit, which they expect to be significant.
Having regard to the Code on Open-Ended Fund Companies (“OFC Code”), is LarCo permitted
to engage in these transactions?

E VNI VNG e S e AN I W N DA G Ut S a el e S RN
EIRAEE (B E T E - SR ETEI ESHERY 5% BRI E I 35565 - 1Sk ]
Pl R i Ry B R L B 2 N ] ] DU B R R A A - FEIGAREI R mI s -
gt (FERGAESRAESFRD) ME - KA E R TELER S, ?

A Yes, provided that each investment is less than 10% of LarCo’s scheme properties net value.
A > NI/ DN e A =T EI A FHERTY 10% -

B No, because LarCo cannot invest more than 10% of its scheme properties net value in the
stocks of the distribution businesses.

& R AT AR 10%H 5 B 2 ER B H T SRR -

C No, because LarCo should not be operating as a corporate entity for general commercial
business.

& RS A E N BRI SE B RS S — IR SRS -
D Yes, because LarCo is a private OFC the OFC Code does not apply to it.

A+ BT A TR — SR A BIRGE SAT] - (B AT SFAN) 36
RIS A -
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15

Chris has been employed by FundCo, which holds a Type 9 (asset management) licence. Chris
undertakes the overall management oversight function and is responsible for directing and
overseeing the management of the overall operations of FundCo on a day-to-day basis.
However, because FundCo considers that he does not himself engage in any regulated activity,
Chris has not applied for a licence from the Securities and Futures Commission (“SFC”’). Which
ONE of the following statements is CORRECT?

e BN FEAE] > 2B A FRASE 9 8 GEftEEER) M - triodsiE
SrE A F A E R ERRAE - WRERRESETHENHERENEE - B2 W E
NERRITEAR N LERESBETZRETLE - T E A s M EEBERE
S8 (EEE”) PR - YR IR O IR 2

A Although Chris is acting as a manager-in-charge of a core function (“MIC”), unless he
makes investment decisions, he does not need to be licensed by the SFC for Type 9
regulated activity.

HEIATIC AR DM LIEE EE A LRV B (01T > FRIEMIER &R E - ARt e
IHERSE 9 B RE S EE R g -

B Chris’s management function is likely to be regarded by the SFC as engaging in Type 9
regulated activity and so Chris should be regarded as a MIC that needs to be licensed and
approved as a responsible officer.

TRV EERAER (R HGEE R GBI RS 9 BIAESE) > NILtT e LR
RIS R AL e B B N BRIZ DIBRE B BRI AL -

C Unless Chris is a member of the FundCo’s board, he will not be regarded as a MIC but he
may need to be licensed.

FRIEMT IR AFIRVES G R - BRI ST O BEEEW AL > H
fit A REZHIE SR -

D FundCo should register Chris as a MIC with the SFC in order to avoid the need to have
Chris licensed for Type 9 regulated activity.

SrEl A F RS R SR T oA Rt DI EE MY AL - DU oA A e 9 M
VB TEEE SR -
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16 When KeeCo recently opened an account for Henry, Henry received a statement informing him
that KeeCo was not independent because it may receive monetary benefits from certain product
issuers in relation to the distribution of their products. Henry has asked you, a licensed
representative at another licensed corporation, whether he should be concerned about this.
Which ONE of the following is a CORRECT response to Henry’s query?

EEAFRITRE AR RS - BIeAUE — B SR E A S A 2SI
Y > N R L B AT RERL iR EE s T AV EE U SR UER - (2D — XA
BEHRRRAER - BJeE RIS > MUEDERDEESE o NYIR—IRS & Je LA saaay e
JEZ IERERY 7

A Henry is told that he is entitled to require KeeCo to share the monetary benefits with
Henry’s account.

B AN At A RO B S BB S AR RIIR P o 2% 88 UK

o

BX

B Henry is told that he should expect a steep discount on the price of any product for which
KeeCo receives monetary benefits.

B SR e R A R TR R A T B SO SR W s Y E S Y (B AR & A 1R S AT
1

C Henry is told that he should be concerned that KeeCo’s non-independence means that they
have an irresolvable conflict of interest.

B S b s At R B R B A SRR
R 2 T 2E

il

EEE I R AR A

D Henry is told that KeeCo should only deal for Henry if it will take all reasonable steps to
treat Henry fairly.

B AW AR A FR R — V) S EP B PHES R B e > R E A R
AT -
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17 Where a licensed person is remotely onboarding an overseas individual client, which ONE of
the following steps would NOT be sufficient to satisfy the requirements of the Code of Conduct
for Persons Licensed by or Registered with the Securities and Futures Commission?

R\ B i 18 B Fr BB ME A PRI R B R (5 > MY I—IRPBEA e LItT & (8
I IIHEE B R R Z B G RRE A SGEE T AR BIREE 2

The client agreement is signed by the client by way of an electronic signature.
FEEh R P EEE T HE T Y -

The client’s photograph stored in a biometric passport is authenticated using real time facial
recognition technology.

{EFERFESER AT > SEE AN P A EEE IR -

A bank draft in a foreign currency in an amount equivalent to HKD 12,500 is deposited by
the client into the licensed person’s bank account.

AR 12,500 ITHYS NI SRT TIE SR FR & PR AR ARVIRI TIRF -

Following consent and authorisation being obtained from the client, a third party is engaged
in the account opening subject to procedures that protect the confidentiality of the client’s
personal information.

RIS E FRIFT TR - R =0 AR F - WM R P E A&k
I IREEIIRZFE -
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18 The Code of Conduct for Licensed Insurance Agents (“Agents’ Code”) requires a licensed
insurance agency to establish appropriate governance mechanisms. What does this mean in
practice?

(RSB ARIIARSFSFAIT) (* CARELCSPR) ) 55 Rehinie (I M
BIBHH - EFER LRTERE 7

A It means that senior management should delegate to suitably skilled personnel responsible
for ensuring compliance with the detailed working provisions of the Agents’ Code and
review their performance not less than annually.

S T B A T S B A B - DS S (RELASFA)
A TR IS AR/ DI P -

B It means that senior management of the agency should implement effective measures for,
among other things, ensuring the agency meets its regulatory obligations.

EfEZ AR S S E G ER T A I - & P E R R B R EHAE
HiE -

C It means that the responsible officers of the agency will be held accountable for any
breaches of the Agents’ Code.

iEfEZ RN RE A SR FTIEMER (REAFA]) TRESE -

D It means that the agency should fully implement all the rules of the Agents’ Code that
specify the operational governance arrangements.

etz EEREER T (REEASTAD FrisElFE a2 Pmypra Sl -
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19

Sarah is considering to design and launch an unlisted index fund that it will seek to have
authorised by the Securities and Futures Commission (“SFC”). Sarah is considering to use the
“Super Index” as the underlying index. Which of the following characteristics of Super Index
would present problems for Sarah to use as regards the acceptability of the index to the SFC?

I  The underlying assets of Super Index are illiquid.
I Super Index is broadly based.
IIT  Super Index is determined based on the subjective judgement of the index provider.

IV Super Index’s constituents and their respective weightings are publicly available.

A/NMHIES et — T8I a8 R EF KR N EEBEELZE T
“REERE”) WYRSH - V/NHIEFERRA [ ESIEE L HHERTEE - stESEBUERGE

B HIREGT I - YIRS SR s BRI G o NE PR T S s B R R 7

I EBYEEOIHE R E A BUElt: -

VO RYEiEL SGRID e o= e i

I dEshfa R e i fhamy LB e E -

IV ESRIEEEIRT T e A B R E A R A HUEE -

A Tand Il only
HET &I

B Iand Il only
HET &I

C Il and III only
HAEI K I

D [ IIand IV only

HEI-IKIV
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20 Is the custodian of an authorised collective investment scheme concerned with how the cash
flows of the scheme are managed?

s ERRG R AT IR E NS R BRI L4 T EINYIR s g 8 ?

Yes, it is required to take reasonable care that the cash flows are properly managed.
& tRE NG BREEAVR T » (E e GYESaEH -

The custodian is only concerned with the cash flows insofar as sufficient cash is available
to meet redemption requests approved by the investment manager.

tRE N AR SR S A R 53R & DU (R SO AR R [E 20K -

Yes, the custodian must provide regular reports to the investment manager, which must be
copied to the Securities and Futures Commission, on the management of the scheme’s cash
flow.

& RE NEREZ T BRI SO A E B e O RS e B o MVA AR TR
KINEEBERLZ B GIRCHRERA -

No, however, the investment manager of the scheme must manage the cash flows diligently.

& (BEZET I E S A S R R e R B -
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21  Which ONE of the following will NOT be regarded as an investment in an asset management
product?

TR A F A F IS A B A b 7

A An investment in a unit trust.
B RAEREAEE

B An investment in a warrant fund.
BRI RS AL

C An investment in a monthly deposit saving plan.
EAE R G E -

D An investment in a mutual fund.

B B -
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22 An authorised collective investment scheme (“CIS”) that is not a specialised scheme intends to
invest in shares on which there are uncalled amounts outstanding. May it do so?

wo ]SRRI AT E] GEEMIMETE]) BHECEEA R THIRBESECRI DT - BRI &EE
fig 2

A Yes, provided that the CIS has freely available lines of credit to cover the uncalled amounts.

AL Z R E T E B n] B B E BERE LS 2 AR SO -

B Yes, provided that the constitutive documents of the CIS do not prohibit investment in such
shares.

CIIY 2 SR A R T IRV A R R AE B {7y
C No, all shares acquired must be fully paid-up.
AHLL > P HUSHIR (R B Ue -
D No, unless the uncalled amounts can be covered by freely available cash in the CIS assets.

AHLL > BrIEZ SR & e BIHE & T ] B FHERECH IR S e ST Z AR EESIOH -
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23 Which ONE of the following statements regarding the authorisation of a collective investment
scheme (“CIS”) is CORRECT?

A

YR IR B SR AR T T I HRE AT AR AR IERERY 2

The CIS may appoint any person ordinarily resident in Hong Kong to receive notices and
decisions served by the Securities and Futures Commission (“SFC”).

ERE I R B A EEENVEMALREE N EEBEREEZEE
(“FEELE”) SFHAVEAIRIRE -

The CIS may appoint a Hong Kong incorporated company to receive notices and decisions
served by the SFC.

A AT E 2 — M EE B MY A SR ES B & B AV AR RORE -

The CIS must appoint an individual who is approved by the SFC to receive notices and
decisions served by the SFC.

R ETBIVAZ A — RS B N N R 58 B S LI AV R SORE

Once the CIS is authorised to offer to the public, a holder of a Type 1 license (dealing in
securities) must be appointed to receive notices and decisions served by the SFC.

ER AT H R T AR S ERREET S ARE 5 1 B (58
) WA AR SR & LB AR SR E -
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24 Which of the following items are regarded by the Securities and Futures Commission (“SFC”)
as acceptability criteria applicable to a management company of an authorised collective
investment scheme?

I Need to satisfy the SFC that it has adequate procedures to address conflicts of interest.
I Has sufficient human resources and does not rely on a single individual.

III Has key personnel with at least 3 years’ experience of managing authorised collective
investment schemes.

IV Has a demonstrable track record of managing profitable funds.

YRR H e NS S BEERLZEE (S8R E”) BN e & T
FE TN B YRR AER] 2

I ASHEESEWERF IR R A e -
I By A D&ERE > e EEE— AL -

I Bz 3 FE R B Es T EA IR A & -
IV EEEAENEE A R A RS -

A TandIl only
HEI K

B I and IV only
HAE I IV

C [, II and III only
HET-I K I

D LI IIand IV

[~10~ 100 2 IV
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25 The board of Acorco has just resolved that it shall cease to carry on its business as a licensed
asset manager (Type 9 regulated activity). Which ONE of the following statements is
CORRECT as regards the action Acorco needs to take in relation to the Securities and Futures
Commission (“SFC”)?

HEE A FRESFEMEDR - St S B EEEE AR (5 9 H2HES
) NS A AR EMSE T SN EEBEREEZ A (ST MBRIEITHE > T4
W — TR R 02 IE R Y 7

A It needs to seek the approval of the SFC to cease the regulated activity.
TREASER G - DI IEZ 2R EEE) -

B It needs to notify the SFC in writing as soon as reasonably practicable and no later than 7
business days prior to the intended cessation date.

CHREEGHM YT [ {TAEE N R AT BN E - 1 EZ A m i H R
2 RVETEEN H TRy 7 (=5 H AN -

C It needs to notify the SFC immediately upon ceasing its regulated activity.
TRHREEK Lz 2 E N IR B A g -

D It needs to obtain an auditor’s report in the form specified by the SFC before it may cease
the regulated activity.

EREAAERIEZ R E S ZA - B — (S G i AR -
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26 Deuco is a licensed asset manager (Type 9 regulated activity) and has today received a letter
from the Securities and Futures Commission (“SFC”) requesting it to make its records available
as regards compliance with the Securities and Futures (Financial Resources) Rules (“FRR”).
Which ONE of the following statements is CORRECT?

RENFIEFREEEEAN (56 I HZHEET ) SRKIEES MNEEBEELZAE
(“FEEg”) AU > BREEMAE (ErkE (WEEE) S (¢ GFBEER
A ) FRIEHACH, o T YIE—IRPRAUE IEREHY 2

A Deuco is not obliged to provide its records unless the SFC has asserted that Deuco is in

breach of the FRR.
K%?FE;Z Zﬁ%ﬁ CEMAKENFZEN T (WEEIFHAD) 1 REAESAETRAE

B Deuco is obliged to provide its records only if the request is made pursuant to a formal
investigation of Deuco being conducted by the SFC.

HAEZIORERIES S S W RE AT EAHEEM LR - REAEAER
{ﬁﬂ/\/wﬂﬁt

C Deuco’s records should be maintained in sufficient detail to demonstrate compliance with
the FRR and be provided to the SFC within 5 business days.

RENF R FRAHGCHE RN EN S (MBEEFAEAT) - el 5 (#E5E H T
ARt T E -

D Deuco needs to instruct its auditors to contact the SFC within 5 business days to seek
clarification of any queries the SFC may have.

RENE RIS~ HAZIENE 5 (883 0 ABEsEE & - USSR g nlgEfe iy
R -
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27

Greco is a licensed asset manager (Type 9 regulated activity). Its finance director, having
identified a mistake, which is materially misleading in the calculation of Greco’s liquid capital
made in the last return to the Securities and Futures Commission (“SFC”), notifies the
responsible officer accordingly. Which ONE of the following courses of action should the
responsible officer now take in order to comply with the Securities and Futures (Financial
Resources) Rules?

RN ERRIREEEEA (5 9 H2E/5g))  HBESEHE —EEs - £ )
AR HEESFEEZRE (ERE”) fEHEmET - RIS SR RETE AT
R EREABENE  NEMENTRE AR - ZAE AR5 RN H—R1 T8
Arre (FEZHE (MEER) HAT) ByRE ?

A Correct the mistake if it is merely underestimated, so that in the next return there is no error.
WA RS T ISR - (8 N — (P mRILA R -

B Ensure that the mistake is appropriately disclosed and corrected in the next return to the
SFC.

HEPRAE I — (0 T2 5045 38 B B 1Y B e o il o st e 2 s S R4 3
C Notify the SFC of the error.

ez st B AT -
D Call a board meeting of Greco to discuss how best to deal with the error.

AR S EE R - LIERS R SRR T -
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28 A licensed fund manager (Type 9 regulated activity) wishing to implement appropriate controls
should ensure that its policies and procedures address which of the following risks in its
operations?

I Staff executing transactions for insiders contravening the Securities and Futures Ordinance.
I Staff misusing confidential price-sensitive information.
III  Staff misallocating executed client trades.

IV Staff misappropriating client assets.

i S T B R R A (5 9 I ME VRS ) - EMECR HBUR RAZ e il LURE S
IHIRLE A FENE AR 2

I BERNEALRTRSMER (B2 SHERE) -
I kS ShEH (o A B E A UG -

I SR B E S TR A5 -

IV BEEEMIEFEE -

A Tand Il only
HAET &I

B [, Il and IV only
HAET~ I K IV

C I, Il and IV only
HAEL - I &IV

D LI IIand IV

[~11~ 101 fz IV
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29 Despite the efforts of Huico, a licensed corporation, one of its licensed representatives has, over
an extended period, repeatedly breached the Code of Conduct for Persons Licensed by or
Registered with the Securities and Futures Commission (“SFC”’). Which ONE of the following
statements is CORRECT as regards the possible consequences for Huico?

AR AT A S EMBRATAE - TR LR R FE R E g
(KRS EHERZAG CHEE”) R ASGER AESPER) - BRI AT T
BT - I — T R ?

A There are no consequences for Huico as it has made efforts to correct the licensed
representative’s behaviour.

JE A EHE SRR - WA EEFETSUEZF R RINT R -
B Huico is likely to be disciplined and lose its licence.
] B N EIR AT REZ B RR 77 B R 5 HRE

C If the SFC decides that the licensed representative is no longer fit and proper to remain
licensed, the licensed representative may no longer be able to conduct regulated activities
for Huico.

WEEE G R EL R RA R EE N2 - R e A TR A
EEIT 2B SR -

D The SFC is likely to impose conditions on Huico’s licence until such time as the
employment of the licensed representative is terminated.

R o 1 AT REAE B X FIHIRRIE EREINGRCE - EERZFRRARRE A R 1L -

Paper 6 31 © Hong Kong Securities and Investment Institute



30 Dredco, a licensed asset manager (Type 9 regulated activity), has just lost one of its licensed
representatives to another licensed asset manager. Which ONE of the following statements is
CORRECT regarding Dredco’s regulatory responsibilities?

REAE (FEEEEHA > 5 9 BZHEED)) WA — 2R RS — R

HEEEANER - BERAREA \TT e CAVELE > IR IRER AUE IERERY ?

A Dredco is required to inform the other company of any disciplinary matters concerning

regulatory breaches imposed on the licensed representative while he was employed by
Dredco.

KIE A THBE B A S — NS ARZ R AR ZER REAEIEAME - RER RGN
Nl IS S I EREE N

Dredco is required to inform the Securities and Futures Commission (“SFC”) in its next
month-end report to the SFC.

KIEIAEPABRAE FMEE &S E S A S BERZ R (HHE) (HGEEH

%ﬂ SEAST o

EISAGTN =]

Dredco is required to inform the SFC within 7 business days of the cessation of
employment.

REAEAZEARA I ER AR ZBH 7 &R0 NEAS R -

Dredco must immediately apply to the SFC for the cancellation of the licensed
representative’s licence.

RIEAF AT Z FRE S G e H UM R ARAVRRIRAY S -
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31 A representative of an overseas management company of an authorised collective scheme is
required to provide to the Securities and Futures Commission:

o i SRR AT EINRS ME L A R RFA R S E S B R R L R g i

a written undertaking that he will perform the duties of a representative under the relevant
regulations.

— Rt AR A R PR T AR R AV IRES F
a security deposit of the specified amount.
BRI IRES & -

a written undertaking that he will work for the overseas management company for a
specified period in Hong Kong.

— P AEEE A R E e E IR NS 8 Bz BIVMERL A B TIERIIReEE

a guarantee from an authorised financial institution concerning the due performance of his
responsibilities as a representative.

wo o] A e TRz N E BT TRV M LAY RS -
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32 Under normal circumstances, a licensed asset management company (Type 9 regulated activity),
which holds client assets, is required to submit financial resources returns to the Securities and
Futures Commission at least:

FEIEEERL N FAEFREENFREEEHAFCE 9 BrziEibsh vaz/b
AR MITEEBEELZ A G 2 EE R R -

A weekly.
i

B monthly.
= H

C quarterly.
(S=2

D annually.
e
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33 Where an authorised collective investment scheme (“CIS”) has breached a core investment
requirement specified by the Code on Unit Trusts and Mutual Funds, which ONE of the
following statements is CORRECT?

B BRI A EER T (B G BT STHIVR ORERER - T
W — TR R 02 IE R Y 7

A The CIS will have its authorisation withdrawn pending investigation.

ZERAE TN r B G IS - AR

B  The Securities and Futures Commission will impose a fine on the CIS.
sar NGB B R E B g R E ST -

C The CIS should rectify the breach within a reasonable time.

2 ERa AT R — B G R N IR R B -

D The CIS should rectify the breach prior to its financial year end.

2 ERa AT R R B S 4E Z AU IR AR ST
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34 Thrayco, a licensed fund manager (Type 9 regulated activity), wishes to execute trades for one
of its funds through Betaco, a broker which is part of the same group of companies as Thrayco.
May it do so?

R (55 9 BZAE/EE)) NBEAF > MEEBECHER NN RE T —H
&S EERAFERNEESTEERE AN 8 o B & EE ?

A No, the trades for funds managed by Thrayco must be executed through brokers
independent of Thrayco.

AHLL LA S EENAARRIR 5 - WAEEEIL N B A RS T -
B Yes, there are no restrictions on it doing so.

ALl BIEREULAE ZEIR -
C Yes, provided that the approval of the holders of the relevant fund has been obtained.

AL HEESARASARA AR -

D Yes, provided that the trades are executed on arm’s length terms.

AL HERR G LU P G RAETT -
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35 Which ONE of the following statements regarding the fees and charges of a licensed fund
manager (Type 9 regulated activity) is CORRECT?

THIR—IRA R A (55 9 o B EE) ) HYE A S B BRIt 2 IERERY ©

A licensed fund manager is under no obligation to disclose the amount of fees and charges
to its fund investors.

R O I (L (R A e R T S R B

A licensed fund manager is under no obligation to disclose the amounts other service
providers have charged on fund transactions, although it is obliged to disclose its own fees.

HENRP R A BB A S E R - R EEE G R RS R I E EE
AT U AR -

A licensed fund manager has disclosed to its fund investors that it reserves the right not to
disclose all fees and charges imposed on fund transactions.

A SO O A SRR E IR - IR A IERA R 5 A PRI AT 2 Rt
BRER] -

A licensed fund manager is obliged to disclose the basis and amount of fees and charges to
its fund investors.

R SO TR SRR A I RS A RSB YR S B
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36 Which of the following are features of false trading as defined in the Securities and Futures
Ordinance?

I

II

111

IV

A person makes extensive use of short-term trading strategies in search of quick profits.
A person recklessly creates a misleading appearance of active trading.

A person intentionally effects transactions which have the effect of creating an artificial
price.

A person enters into artificial transactions to maintain the price of securities in compliance
with the Securities and Futures (Price Stabilizing) Rules.

YRR (G RIHEWRBT) B MV RS AR, ?

I

II

III

v

F AR EF RS 7okl > oK -
He N R SR ath RS SR DR Y B SR B R R R -
FANBEET RIS EEERIERSAIR S -

NS GERE (REBER) MRAD BRRE T - B TR ER T
IFEERIL S -

I and IT only
HEI K

IT and III only
HE I 10

I, IT and III only
HET-I K I
I, III and IV only

HET I IV
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37

Larco, the licensed fund manager (Type 9 regulated activity) of an authorised collective
investment scheme (“CIS”), wishes to state in an advertisement for the CIS that “the scheme is
authorised by the Securities and Futures Commission” (“SFC”). May it include such a
statement?

BTE A EER T AR i AT B A S A (5 9 I RE V0 ) EREAEZETEHY
EETEE TGS MIEEREREE RS (EREE”) B L EREIIA
e 2

A Yes, if it also includes the CIS’s authorisation number.

AILL > HEE ER I AAS BE SR E AT 5EhS -

B Yes, provided that it also includes a statement to clarify that authorisation means the scheme
having been officially approved by the SFC.

AL HEEREIIA SRR - BER e~ A st e ry Ut
M e

C Yes, as long as it also includes a statement to the effect that this does not imply the scheme
being officially recommended by the SFC.

"L REEEFIMA S » FrREER A BN A RS ESEE Ty
Eﬁ%n°

D No, the SFC expressly forbids the inclusion of such statements which the SFC considers
that it may be misleading to the public.

RAE[PL - BEF IR R (F D A B R B n] BE S SR L\ IR YRR o
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38 Tony is a shareholder of Apoco, a licensed asset manager (Type 9 regulated activity). As a result
of Apoco buying back some of its issued shares, Tony became a substantial shareholder of
Apoco. However, it was only after several weeks that Tony learned of the transaction and
realised his new status. Which ONE of the following statements is CORRECT?

MO ERFEEEEA (5 9 HZMELE)) BEHTA AR - B HeAE 5T
{7 TR o (SRR EE A SR A FIRYRRCR  AUEH e B AR RS AT
TR E R IR A HEZ S RAEE OIS o N IRE Al IERERY 7

Tony commits an offence for not obtaining the approval of the Securities and Futures
Commission (“SFC”) prior to becoming a substantial shareholder of a licensed corporation
which has no defence in any circumstances.

ML T IR - N Rt sl B R R AR KRR Z AT (2 F RE R SRR B RE
g (EBEE”) WSt - MMEEAER A R = RS -

Apoco commits an offence for not obtaining approval for Tony prior to the change in his
status.

B HZEAENL T 3R - WA S s 2 Hi - B H A FIA R4 A
1%L
As Tony did not know of his change of status, he has a defence against the charge of an

offence, but he must apply to the SFC for approval as a substantial shareholder of a licensed
corporation as soon as reasonably practicable.

HP S A RIE H B frgEsE -t n] IR E— R E e e = kg - (2
L AAE S B D) E A TTAYER RN F R A G 3 - MR AR AR AR
B o

Tony does not need to do anything as he has not himself engaged in any action to become
a substantial shareholder of a licensed corporation.

I e A AT S [N R AR S ALV E A TEI i B SRR R A B H AR -
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39 An investor pays money to a licensed corporation in respect of a subscription for units in a
collective investment scheme (“CIS”). However, the licensed corporation is unable to make an
immediate subscription on behalf of the investor. Which ONE of the following statements is
CORRECT as regards the licensed corporation’s handling of the subscription money?

FRCEH R SR RE R R TR B AL K TP AR (HZ R A A AR U3R
ZICEEETTEONE o YR — TR A o A o A e P S T Y B 2 TE R 2

As the money is deemed held on trust for the CIS, the Securities and Futures (Client Money)
Rules (“Client Money Rules’) do not apply to the money.

FRY A RERIE G B LA E R U Rsakat 8l A > (G2 SR (E FRUR DRANDC(F
BT ) ANEHYERROA -

The money is not subject to the Client Money Rules until such time as it becomes clear that
the licensed corporation will be unable to subscribe for units in the CIS (for example,
because the CIS is unable to issue further units).

FERERE A B ARSI s T BB 2 A (B0 (R AZETEIR R —F
SATHAAL) - ARFCEAGRE (FFFCEHAT IR -

The money is subject to the Client Money Rules upon receipt by the licensed corporation
and it must be paid into a segregated client account if held for more than 2 business days.

EFEEWEIARROER - (F2R12E CEFERFIEMAD IR o G EE
RrAZEOHREMNE 2 (fE2%H > (FEFZFEABLE PR T -

Although the money is subject to the Client Money Rules, the Client Money Rules provide
for an exception in relation to CIS subscription money which permits the licensed
corporation to deposit the money into its house account pending subscription.

sEPAA RRURZE (B PRIEMAD AR - (E CEFPRUERAD SRR EsTEHY
peE R B —(EFIIMEN - BT R AEIEROEFE AR A ERE > BEA 2
on Ry Ik o

Paper 6

41 © Hong Kong Securities and Investment Institute



40

“All intermediaries involved in the asset management industry MUST send daily statements of
account to their clients.” Does this statement CORRECTLY reflect the requirements of the
Securities and Futures (Contract Notes, Statements of Account and Receipts) Rules (“Contract
Notes Rules™)?

"FTEREEEEETEN T AR E PRI S OHEE - HERRUE 7 IEREH
b (FE7r R (RECELR ~ B OSSR R UR ) BRI (¢ (RBCERARAL) ) BURLE ?

A Yes, the Contract Notes Rules expressly require this.

& (B EBARAT) B SR -

B No, although many intermediaries involved in the asset management industry must do so,
licensed asset managers (Type 9 regulated activity) are not required to do so in relation to
the conduct of asset management.

7 BRSSO AL o R LA (8
O WS M TREERENE - IR -

C No, as the Contract Notes Rules do not apply to intermediaries at all as regards their
involvement in the asset management industry.

& WAE (RECEERAD e M ERANEEREEERTETA -

D No, the Contract Notes Rules specify that the provision of statements of accounts to clients
is merely a commercial matter between an intermediary and its clients.

& (ECERIBRAT) 4597 - M FRIFOGEE > dibEdr NBHZ S 2 HAIRE
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Answers

Question No. | Answers Question No. | Answers
1 D 21 C
2 D 22 D
3 B 23 C
4 D 24 A
5 B 25 B
6 C 26 C
7 C 27 C
8 D 28 D
9 A 29 C
10 D 30 C
11 B 31 A
12 D 32 B
13 D 33 C
14 C 34 D
15 B 35 D
16 D 36 B
17 C 37 C
18 B 38 C
19 B 39 C
20 A 40 B
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