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Ordinance applies, Jo determine whether the exception applies, the
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| .a' g5 Against Regulated Persons Under the SF0
hat p ,; 18 Mldeﬂdﬂmerwegory so far removed from the power of
.-_;'.;_.-zv 1 by the directors, may be engaged in the * management” of
a comy “u umllcornpanylikethepremtmeacumonho«edimly
swer g».’ w}medirectorsmzyammmm management’, for, even if those
| ;‘_;} yle ;f ¢ alsc epmedin routine activities of a kind not normally associated
with management, it is sufficient if powers and functions are delegated to
those ,,; 01 .’ bﬁfcﬂ are likely in their performance to have a significant effect

, usiness and financial standing of the company. As it is a protective
{ section. ' ve at least of the creditors and shareholders, then it must
;negto prcvmtlhc participation in management of those who
| soi /eng > probity of the corporation’s administration at
ot givertany significant discretion or advisory role in decision
haking could not be intended as an object of the prohibition. It may

Todr: line in particular cases, but in my opinion the concept
agemct . for present purposes, comprehends activities which involve
~ | cj? snon makmg, related to the business affairs of a corporation,

| as a whole or a substantial part of that corporation,
ences of the formation of those policies or the

AAAAA

St c:patnonwouldhavetoberealandduect,butnotmcasanlyma
Qf - w rich ultimate control is exercised, although it would have to be more
the tlae a&mxmstmnve carrying out of the orders of others responsible for a

.'-"3 » y s management."

’,,.i: to tbe gxpmsswn ‘being concerned in’ Ormiston J said:

on.'lhatmvolvcment must be more than passing, and certainly not of
a kind heremerelyclcncal oradnnmsmnveactsareperformed. ltrequm

ccc

in whereby control is exercised. Advice given to management, participation
qdecnsion makmg processes, and execution of its decisions going beyond
m . .. ‘ cartymg out of directions as an employee, would suffice.*

” lained in Chapter 7, the SFC has introduced the ‘Manager-
f ( re l{’qnct_;ons regime, which requires licensed corporations to

! *..1 Ol ' Pdl dual to be in charge of specified ‘Core Functions’, being:

g@Verall Management Oversight;
'ﬁKey Business Line;

'.- “LH A

-. j‘ ‘,, s f‘ o cnforcoxpom:e Affairs (Vic) v Bracht (1989) 7 ACLC 40 (SC. Vic)

t‘for Corporate Affairs (Vic) v Bracht (1989) 7 ACLC 40 (SC. Vic)
_ V ) L L Y
nforComom:e Affairs (Vic) v Bracht (1989) 7 ACLC 40 (SC, Vic)

u E “ :




......

anc ﬁcs- ther—'l’cnoml Finan Ing

os the viey the sh\ 3 nary regime cstabhxh
yagers-In-Ch: .d J m)ofallccnse(.l COMor4
¢ H 1 managemenl Of the

\1.,.

+w%' .r; ht f’ hll\]
e .. ‘. e \;.‘ ':_\v o U P pel'SOIl UndCl' (hc d
. '- u('ﬂ *,r\ .‘ C may bc dlSClphnc v

e S R d for
o be or remain fit and proper (0 be an MIC
. i ’)".

edl lﬂSll(UlthS are c\pL e "
. &

s princip y responsible for (h Oves
!'I‘D | ‘gfjstered lnSt“Ullon and l(nd E

St L
-

1sib e for ,.u.»;x_gi.qn'  of the businesses or func ,‘_

‘“fthe Fo M.,,,gm"x hedule of the Banking Orq;,...

are involved in the mananuv'. .
¢ any regula m,ﬁ‘*. fabtmty for which the regq,.

registered: The disciplinary regime established under 1 ¢

ly to all such als, n the basis that they arc gn

'. N

A i h ".;.'-- _ '
TMmMe _l!!(l?"'("'.“ r

= ¥
-
~

. - l“ - ‘-_
\-"‘-‘\l"lh'._ (
1P ,::.‘:'.:‘-..‘-,»ll }0

R N e . 1 S

"’\"DI "'

. A -
.'.W
“unctions’ regime oVited foe
é&:gmn ing
paras 18 3
_ | is providgl iy
..... | N — p (. 3' )(c—l “wn fOl‘ Aum(hw‘
" Senior ".“;\;;.-f._{.jr'.-z;.;;;'g‘_:‘it( 2 @ 016) at paras5. J6-1°
25 Thefunctions ic i',;;-:-:,:_'}'.’:;'_‘ga:j!;i;,=:3f"i_ff'ffi\,s» ;.3;; Stecnt h: (19 Pociry
 on of business of 1e following€ " heir equivaie

ution: GL.".E; Nk ’P"\'ale akipg; Corporate bk
0 ‘J‘ ]L' “.m \’ other business i
| ‘, 3 Raccounts or the accou
ntenince of systems of control ol
slcms 1ntended to manage the nisks of
ofcontrol of an authorised instiubi

»hunderil 1g; (5) the development. N

S

] or authonsed institution; (6) the
mstmmon S affalrs or busmcss and (7

'aulla “'|4 1ns

B .\ 3 X | ’...'L\.’ 1 ot L l' '..'.‘.4‘
materi. l-l_.;x?‘, |z c|01h”_",‘1_‘_11¢Ut YN

1 10 LK Ia0il, (&) e 11
.:;_j«-,;«, ised ins “':'ibi-(ej{.fﬁf([:’.)

“"L.r
11 .‘-(Vn IH'I c l' \f tv

i

26 .". | ?'., fSupervnsory Policy Manual Modu >

Visi 5" >d activities of SFC-registered autho  ‘
4~—. 2021 m'oomow 3 at 17: and HKMA, Manis?

f:» Dl ms, FAQS (16 OCIObCr 2017) QUL\KM
R

lo.
D el
.«6!0
> g -_ "l.
4 O

Q' -

Disciplinary Proceedings Against Regulated Persons Under the SFO
e f‘
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-

sement of the business constituting any regulated activity
instimﬁon is or was (as the case may be) registered” and
ersons’ under the definition in section 196(8) of the SFO.
' pﬁcls any chief executives, alternate chief executives and

}Ilrecﬂy responsiblc for supervising the conduct of regulated

’O .

P "'f;‘..\fjt pr imod as executive officers of the registered nstitution.”
fall under the definition of ‘regulated person” in section

\'QJ L5 RN
J -
1".

-_ ~”2j:'<r;§"-,1“- ) x‘! wtw--

DISCIPLINARY ACTION

may be taken against a regulated person where
onduct or is not fit and proper to be a regulated
“additional circumstances set out in section 195(1),
) or 197 of the SFO exist.

.
- b,

s l(*ﬂ'h’ﬁ)mcans—
Y M ,contravemion of any of the relevant provisions;
U \ ;?:(»,z ,,a,obntm\{enuon of any of the terms and conditions of any licence or
)" registration under this Ordinance;
P (g, @ coptramnonofanyothercondmommposeduxﬁcrorptmumtoany
\ + YN

S -".‘:

_ provision of this Ordinance, or of any condition attached or amended

~ under section 71C(2)(b) or (9) or 71E(3) of the Banking Ordinance

R (C2p. 155);

- ,{("J an act or omission relating to the carrying on of any regulated activity

R "’f&"\' which a person is licensed or registered which, in the opinion of
",j ‘the Commission, is or is likely to be prejudicial to the interest of the

1l gnmtmg public or to the public interest; or

Q‘, ‘an act or omission that—

(i) relates to the carrying on of any activity, other than a regulated
acnvny. that an intermediary may carry on for an open-ended fund
( & company under this Ordinance; and
| (ii) in the opinion of the Commission, 1 or is likely to be prejudicial to
3 '( \M ~ the interest of the investing public or to the public interest,

ind guilty of misconduct ( J2% K5 4723 ) shall be construed accordingly.

s mn(;'n 193(2) of the SFO provides that, where an intermediary 1s, or

ngle, gmlty of rmsconduct within the mcamng of paragraphs (a)—(e)

.
. - »

..1_

/5 \ ‘,_*F‘Supervisory Policy Manual Module SB-1 titled *Supervision of regulated
‘ .‘ié'dvldemt SFC-registered authorized institutions’ (12 September 2025) at
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V »Semce Hong Kong Ltd v Secur'
Ybel' the purposes of paragraph (¢ ‘.
omlssnon must relate to a ‘regulds

2 4., . “misconduct” itself must apply (o 2"
rally. I this regard, see s. 193 which o’

g Lid v Securities and Futures Commi

A 4y ,
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:t o omission relating to the carrying on of any regulated arrtiviry
!lh;\,j .m13“m0fre Wthh md‘mdaﬂ

Commis 1, 18 or is likely y to be prejudicial to the interest of the investing
n 1% aﬂq the public interest. (emphasis added)y”

.,(,4,)’, h térm ‘relating to’ is capable of bearing a broad meaning:

'|
.77 v-

u.......-u or\lmmnem:olbcprowslom of the Ordinance, the Tribunal
notes that the term ‘misconduct’, as defined in s 193, includes “an act or

miss; C '-if:lding to the carrying on of any regulated activity”. In ordinary
‘parlance, the phrase ‘relating to” describes a form of connection, that is, 3
L;J’“k‘ n of the thing stands in connection with another. It is not
a precise phrase. nal recognises that, and, as such, for purposes of
statutory c  itls capable of bearing a broad or narrow meaning in

¥y

r ot
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! ..ssue came before the Court of Final Appeal. Lord

1"‘& med that th 1slative purpose of paragraph (d) points away
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ol away from giving its provisions a narrow meaning. The
i 0. Pan of the Ordinance which is concerned with regulating

% ing ‘regulated activity’ in financial markets, by licensed
It therefore should be interpreted bearing in mind that it was

¥ part of a scheme introduced to protect members of the public

nancial markets against inappropriate or substandard behaviour.
[lich is directed to sophisticated people, expert and experienced in
c cial markets, who will, as [Counsel for Moody’s] acknowledged, be in

“ lap v;leged position as a result of being licensed, and who will often have
| yéacoess to legal advice, and some of whom will be (in many cases

v 13 1. ectly properly) keen to find ways of avoiding or minimising any control

. s

> theu' actmtm.

1 C "_‘;‘ Chi Kin Calvin v Securities and Futures Commission, the
‘that the,-applicant’s conduct in respect of a pre-IPO investment
opr wéfm & ’-{Whlle not itself a regulated activity, was nevertheless ‘related
* his advising on the subsequent IPO, which was a regulated activity. The

to’ | S &
. W \*-\"

applicant’s oonduct in respect of the pre-IPO investment could, therefore, form

i ’ :

29 °;£ 00d Tfi.:lmrestor Service Hong Kong Lid v Securities and Futures Commission
~ (unreported, SFAT 4/2014, 31 March 2016) at para 78.

30; Mo 's ‘flnvestor Service Hong Kong Lid v Securities and Futures Commission
i ' anreported, SFAT 4/2014, 31 March 2016) at para 106.

3190 '$ oody‘s lnvcslor Service Hong Kong Ltd v Securities and Futures Commission
(20 8}‘21 HKCFAR 456, [2018] HKCU 3506, [2018] HKCFA 42 at para 40.
Ch ’Clli Kin Calvin v Securities and Futures Commission (unreported. SFAT

' 29 Septembe( 2023) at para 460.

613



1 ' \l qu I :’ o m (o tl‘c me(lCc\ 1" '
wtil " n ( !}‘\4,5" TS n(allVCS dare
‘ es Ordin
&n' e ’ict_ivmes for which the ;
. gn'

dar I|\

lnlu

) | m
CIiCua < s..' i 0
. ‘

7R and 399 h.“ \ f\mher give the Sk

\\ Man
gement and Operatiop

Y18 l{ z! C l
__’..""‘A #W

l't*li

‘ \'\"y!.- s

es: in relation to any mat relatmg 10 any of (he fung

"
¢ AN

vant .u§ ogs. OF In relation to (he

p

| )
" ."'n‘fn _; n -Q l; ’been some [2 COdes™

-’ ~ -~ ." lF \lY‘ "
ryp O "'lt" “" , .\‘

i ?sh
ALY
e

orRegistcred Wwith the Secyr;.
c o of Conduct for Pusons Pro

Q

t Y Corporatle ~ ,, _q' ‘ - Qf CondUCI (l (@”’ 2”12' |

'\v:‘

trols for Over-the-Co

and| ,'.':;"f"iu’_%;‘. .. '.'. "{ Debt Collection Guidelines for L
_“-.\',".':'. O f\'\.."‘ :' o ‘ _- ’ -.‘/\p': -.-:-.:.“ ‘ & s ’)j g:
~ Corporations (Apri r Guidelines (1 January 2022). G

> 3.

L ‘ﬁ enng Collective Investment SLM g
Note on Cooperation with the SFC |

ond d &smtheoontext of valuations in cOP™

f ‘von the liability of valuers for discl¢
({ S‘Mﬂ)’ 2017); Guidance Note 01 Posi

Note on Short F «';ny.»,’,?:.w 1€ (18 June 2012); Guidance Notc :

Seuing 2 " JP ‘,«“ g Reconj Keepmg Reqummumw
ideline onASHNT T aury ngandCountcr-FmancmB“' Ten®

_,,,_g,u % gmdance in respect nf ) F-.

. Of gpy,

. . ing the f\n.. nistratio r~.-

anies, ing th ?"S 'y n and Pf(lc g
; ‘. ¢ "\( H\’_.-LLA' },‘ u fhltllerance of an) of ”1 \

Y : (

*}t UPCrat,

1\'
SRR A v --.:*;;f,,ﬁ "
“ode on Immigration-Linked Investmen hemes(Apnl 2003) (‘ode(m,,
\ .nded Fund Companies -.::'._': ? 'vt’f er 2020); Code on Poolge: Rebhr,
| Funds (2 October 2024); Code on Re il Estate Investment Teu$ys (' () ;

’, e

2

lUde !ﬂ\u |
ergers dnd She

Schemes Authon
le Policy (Apnl 21X

gistered with the Secur

.',‘ ort L Reqmremcnls (2 July 2025): ()L s

Against Regulated Persons Under the SFO

.\»;«; r License Céfbmﬂmm SFC-licensed Virtual Asset Service Providers)
| ,.,,,”1; «:{; ,Guldalm for Electronic Public Offerings (April 2003); Guidelines
. Markel *smdlngs (effective 2 May 2025); Guidelines for Reducing and
gating Hacking Risks Associated with Internet Trading (27 October 2017):

Gt ideli nes ~or£.tbe Approval of Corporations as Approved Lending Agents
(1 7*?: : 3:54,30 )' Guidelines for the Exemption of Listed Corporations and Other
Pers ;:_,*r‘}"b“'. m Part XV of the Securitics and Futures Ordinance (Disclosure of
1'.."’ res i’s‘ 'Sep(ember 014); Guidelines for the Regulation of Automated
' bu‘i’yi ervice: (1 Septe @ 016); Guidelines for Securities Margin Financing
~ Activities ( prrlIZO Q fidelines for Virtual Asset Trading Platform Operators
.\m.-ﬁu@i 23). G pes on Competence (2 October 2024); Guidelines on

Al Training (1 January 2022); Guidelines on Disclosure of

 Fee: " .“"- a. Iaﬁng to Securities Services (1 January 2005); Guidelines
L ,\.?.7@ Stre " nside Information (June 2012); Guidelines on Exempt Fund
~ Manager(‘EFM") S the Code on Takeovers and Mergers (the “Code”)
) (F September 2010); Guidelines on Exempt Principal
Code on Takeovers and Mergers (the Code) (10 April
mber 2010)); Guidelines on Marketing Materials for
ucts (September 2006); Guidelines on Online Distribution
orms (effective 6 July 2019); Guidelines on Waivers of Certain
censingiFess (March 2003); Guidelines on applying for a relaxation from the

| 2‘*‘.*“ duri Tormalities to be fulfilled upon registration of a prospectus under

! | .
t:\‘:w{ l O

* ' Ordmance (Cap. 32) (21 February 2003); Guidelines on revised
. ’E rocedu tfor applications for Exempt Principal Trader (EPT) status under the
,;e ?’. pn Takeovers and Mergers (Code) by principal traders that form part of
& mplexw.mtcmauonal financial groups (5 July 2013); Guidelines on revised
DIC --« s for applications for Exempt Fund Manager (EFM) status under the

%
' “.
O ,fon Takeovers and Mergers (Code) by fund managers that form part of

ncomp!ex mtematxonal financial groups (5 July 2013); Guidelines on the application
oﬁther; GPMI-IOSCO Principles for Financial Market Infrastructures (27 May
,:..16)‘ Glndelmcs on use of offer awareness and summary disclosure materials in
_o’ffetings of shares and debentures under the Companies Ordinance (March 2003):
Guidelines on using a ‘dual prospectus’ structure to conduct programme offers

aofi w‘éf'ﬁim or debentures requiring a prospectus under the Companies Ordinance
Cap 32) (21 February 2003); Guidelines to fund managers on dealing disclosure
| .'obligathu under Rule 22 of the Code on Takeovers and Mergers (Takeovers
Cod 5 (12 January 2017); Guidelines to capital market intermediaries involved in
pls ._"‘"’acﬁvmw for GEM stocks (5 August 2022); Licensing Handbook (15 July
25); Licensing Handbook for Virtual Asset Trading Platform Operators (25 July
M Managcment, Supervision and Internal Control Guidelines for Persons
Licensed by or Registered with the Securities and Futures Commission (1 April
2003) Outline of Part XV of the Securities and Futures Ordinance (Cap.571) —
gimuk of ln(encsts (24 May 2024); Prevention of Money Laundering and
rist Financmg Guideline issued by the Securities and Futures Commission

j ”mtf”"Assomaed Entities of Licensed Corporations and SFC-licensed Virtual
A‘“siéiﬁewicg Providers (1 June 2023); Project on the Use of Plain Language —

! ""*’H‘ lo Create a Clear Prospectus (January 1998); Project on the Use of Plain
Language ~ How to Create Clear Announcements (July 1997); Risk Management
Guide _,lnes for Licensed Persons Dealing in Futures Contracts (25 August 2023);

§FC Disciplinary Fining Guidelines (for regulated persons under the Securities

S 615




e —

BAR S A

i n ’MX{\ 'i S lﬂVCS‘OI’ Sen. el
.‘-"\) .:s*z npponsthc View || e k.

V g \’ theconduct Ofacu “‘iu

nd activities (other than i

N !:',d.
"v ?;o :
& .¢." ) “” FC
TSI .'~,’.~:.=.1-?*" wiby SFC 10 digei

pl"‘:g '

S o3 o )lng
respe ;., .,_: \ . hich such Ofporation .

C ’Mslmemfeled a$ statutes, |j,
ﬂﬁSdiclmn 0 non- regulae i ey .

es are closely Collatery] ¢,
entitled lo certainty '

' &,the division betwe

;xQ Y broad Swathe of y

M)

cen lcul l al o

B o whic .‘_1.=f"=_“if, tg mtcmal €ontrol procedyre 10 o
SRR TR e | W that ¢ COUe
1. Wha separatcs regulated actjyy;,
| '-fa bﬁght line. Put another way,
?amgraph 4.3 [of the Code of (
to have internal control Proce iy

f

0 u e caveat that codes and o

of the broad i interpretagf on Rt

‘the SFAT in Clé

2d under secuon P59 o
act is pre uducraj 10 the 1

T ey -
v‘ 2 B e N &

. }m;cftc'.' :\"’l':— :'.'.. :s:
AP &

n “,::('r} u"f"_. "I

g AN

.
.....

2016)

: -
1R . Bt et Y
il o 23 e X ,\.. ’--"' oy
. - ‘-.-',\’_.'_‘ ey _,'r‘“'.fu".,‘ < .
) . , W N 21l ‘.,‘“(."“ e ’: ’ ‘ ' "
-4 - ‘ 4 - e e S A
. ™ é A . D 2t e ‘ ‘}
e ,-b... T

(:} ﬁhedeﬁmuon of ‘misconduct’ (which g0

7'“ in c’.- l

come into effecl
0 b SFO)had not yet e
- G‘”::’ \" '-' gl.:d vSecurmes and Fu

h 2016) at para 206.

616

N a reg,
foran Open-endeq fung ey, _
obligations “'n-

Ol regulageg

gOVem the car,

l\\’

as tO thL \\0. I

" , a nccna'nl\ l; ) )

\

mdeux
n ﬁCt relatlng 10’ the Cal't\mu. "

Cn oy

¥Kin Cali

’SUDMISSi Qi
equires lhe‘ (on)r. e

ke Tittle sense

Control Technigues
ply with the Secunties =
es and Futures (Client Mox

in terms of ‘regulated activities on!\

. (U
.s w' 1’: 1 ﬂ : ;cﬁvnty) thatanantenncdlary may carry of

SFA
?ﬂd Fulwes Commission (U"“P‘"ud'

Pmccedln s Against Regulated Persons Under the SF 0

[

con: }_,nwprovlslonu being limited only to regulating conduct constituting

| n‘( arcying on of the regulated activity, and not to conduct related to it »
t.'} ’ 10

( ‘ode of Conduct for Persons Licensed by or Registered
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most important code is the Code of Conduct for Persons Licensed

/‘Q'p ~"

4« Srec wnh the Securities and Futures Commission (Code of Conduct)
' _"f. | by the SEC under section 169 of the SFO,* which governs regulated
o e ‘. ;“';‘\The f Conduct creates a principles-based regime,

es with which licensed and registered persons

onesty and fairness: In conducting its business

\ fjactivties, a licensed or registered person should act honestly,
.' .'n wly, and i best Interests of its clients and the integrity of
iy 1 c lhal‘k.
Wy ‘GP2

nce: In conducting its business activities, a licensed
or , person should act with due skill, care and diligence,
,  in'the Best interests of its clients and the i integrity of the market.
s P3 — Capabilities: A licensed or registered person should have
d employ effectively the resources and procedures which are

., | L]"? eeded for the proper performance of its business activities.
N\ 4) GP4 — Information about clients: A licensed or registered

v 1'odP¢ISOn should seek from its client’s information about their

- financial situation, investment experience and investment
~ objectives relevant to the services to be provided.
RIS SS) - GPS - Information for clients: A licensed or registered person

’ i ﬁf‘ o should make adequate disclosure of relevant material information
o "‘ - inits dealings with its clients.

(6)0:01’6 Conflicts of interest: A licensed or registered person

. should try to avoid conflicts of interest, and when they cannot be

- avoided, should ensure that its clients are fairly treated.

A 10 Q(?,),:,GP’I Compliance: A licensed or registered person should
' -3\ - comply with all regulatory requirements applicable to the

I""‘v

l\l

e 1

N conduct of its business activities so as to promote the best
B 1 i mterests of clients and the integrity of the market.
."'W. u,-, q . 7GP8 Client assets: A licensed or registered person should
} ‘ ';.‘ [ {31}

‘ensure that client assets are promptly and properly accounted for

Y' '~and adequately safeguarded.

. -‘\ "',

/ \Yt Chl Kin Calvin v Securities and Futures Commission (unreported, SEAT
2022, 29 September 2023) at para 464.

S ’f le of Conduct for Persons Licensed by or Registered with the Secunities
\ﬁd Futures Commission (2 October 2024).
qu the purposes of the Code of Conduct, the term ‘registered person” includes
!&m-; mlevam individual’ as defined in s 20(10) of the Banking Ordinance: Code of
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take into accc unt, and o act in accordance with, in furthering its regulatory
respe :_,z.:l ities, By way of illustration, paragraph 5.3 of the Code lays down
,t guiding principle that, when a registered institution provides
S { 3 .': 0 @ client in derivative products, it must assure itself that the
1C '/é_y jers A s thc nature and ﬂSkﬂ of those Wmm RHRS change
oﬁw.“ 53 dianging circumstances. The guiding principle, therefore, is

)//

that the istered institution must take on the direct obligation, as part of its

.\r Lo r&p’oﬂsibiliﬁes, to assure itself that a client purchasing a derivative
P L. uct at any time is aware of the risks that come with that product at thar
time, Is that obligation ~ one that comes into operation each time a client

L.’;T.T,»..- tive product that has features that are new to him -
% shed pursuant to a private contract between the
amd the client at the time of account opening, perhaps

seeks
e ? The Tribunal does not accept that this is permissible

C Jkﬂ.b\ oﬁlw

',

safeguards for investors without stifling innovation
Tribunal is unable to see how, by that fact - in order
Lo Taggeé measure at least, with its own commercial interests — a
nsutution is able itself to alter the principles in terms of which it
. w conduct its business affairs.*
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_ Chan P:k Ha Jenny v Securities and Futures Commission,”
_..:{@ enc‘ nﬁrmed that a breach of an employer’s internal procedures and

Qw ,352;{.. 4. 18 a_mount to misconduct under the SFO in certain circumstances,
pa f’ﬂﬁ the §FAT identified three essential principles:

( ) First, 1f reliance is placed purely on internal controls, then
i the nature and extent of the controls must be determined. If

‘‘‘‘‘

T “t!\ié internal controls relate to such matters as hours of work,
. _r{.. by . w'\ F‘Ode ofdress and the like, then they will be relevant only to

~the relationship between employer and employee and have
"7 ,no broader reach. However, if purely internal controls seek

"" zreasonably to regulate procedures ensuring competence and
m&mtegnty in the manner in which employees carry out their
e ")’ ~ dealing responsibilities so that a failure to honour those controls
N ‘ ~will threaten the best interests of clients and the integrity of the
;‘ e w:"lharkct, then such controls may be taken into account by the
. ?SPC in its role as a regulator. This 1s because a failure to honour

x ol{i‘!c.h controls may indicate, for example, that there has been a
4- each of General Principle 2 of the Code of Conduct, namely
(“ that i in conducting his or her business activities, a licensed or

’ A "-_o
.1.1

l

: E{f Pﬂvalo Bank (Suisse) SA v Securities and Futures Commission (unreported,
15 21 November 2017) at paras 92-93.
Ha Jenny v Securities and Futures Commission (unreported, SFAT
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Mw. section 193(2) of the SFO creates a form of secondary
sible officers of licensed corporations, executive officers of
ons, and persons involved in the management of licensed
inséitutions, whereby they are made liable for any
censed corporation or registered institution
connivance, or which is attributable to their
» the SFC will not need to resort to the concept
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SS ope *_}f}ﬂf}@ needs. ; | '~' primary responsibility for ensuring the maintenance of
.n jor 2}11'% ctlons Hong Kong’s regula rqmate standards of conduct and adherence to proper

o'; es i

Sa) ‘% O uresbythcﬁrm
_ & 73?’ rraph 14.1 of the Code of Conduct provides that the senior

managcment of a licensed or registered person should properly
gmanage the risks associated with the business of the licensed or

seeks to ..da‘u de principles-based gy, \

4!¢ ‘Y‘p st’a’ndards rather than u'\.gb L)

: .-':C;.} al ¢ ':' n'.% T :“Wthh in fast Chanﬁlno o N
uﬂg‘ ﬁé'come redundant.  _. '

- .,.‘ TR ( B f'- 1 ;ggxstered person, including performing periodic evaluation of
these ples, the SFAT 'éxplamu WAl ' ns risk management processes, and should understand the nature

reac «_r.\.;_.m‘i ( —‘Js , gontrols prescn 3} an emplowy - of the business of the licensed or registered person, its internal

linary action by the | ..'( ,gontrol procedures and its policies on the assumption of risk.

out. above e R - Senior management should also clearly understand the extent of

hen considefing$ b':: - &\ étﬁeu' own authority and responsibilities.
' Such a ‘,Lh ,;;3\ he I '_( - mﬂ‘he Managemem, Supervision and Internal Control Guidelines
nature, that@s, &ction insti o :{for Persons Licensed by or Registered with the Securities
m so far as ?&f{ reasonably Ly m ’and Futures Commission*® state that members of a licensed
ncy and 4 in the manne N '1.': or reglstered person’s senior management are ultimately
S} mcs. are not shul / ‘. h 1 xesponsnble for the adequacy and effectiveness of the internal
mework that govers - control system implemented. The Guidelines also contain

: ki FEe e ro"{ o1 [ 0 tbebteach of internal commlspm 1 i }specnﬁc control guidelines for important areas, including
.;;' .f.,',?f""”"*f"’f;‘;:f-z"";earf-" np "a-'.:f;_';' r»rJ\ ,qiscnplmary action. Itis rather the la= ek et }l.l’lformatlon ‘management, compliance, audit or related review,

| i 'Eh,,' sreach constitutes a ;1,” > 10y 00 mply with the public pnnupw‘ | { operatlonal controls, and risk management.
- H | ..::.»::,;j;r:_.,l;-—‘-;,_., i f in r:,r:».?.*'. *( ' 1mposed by the SFC. An exan N TAS } The Guideline on Anti-Money Laundering and Counter-
e ciples based regulation, which is directly applicable in the \\_ e U Financmg of Terrorism (For Licensed Corporations and SFC-
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. Ha Je:my v Securities and Futures Commission (unreported, SFAT
f 9 June 2014) at para 27.
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