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Policies and procedures under the FMCC 
 
Mary Nieto 
 
The SFC’s revised Fund Manager Code of Conduct (FMCC), which comes into effect on 17 November 
2018, makes reference to a number of policies, guidelines and procedures which a licensed fund 
manager is expected to maintain. We have prepared a memo for our clients which outlines the main 
policy requirements and lists an internal document which could be used to record a manager’s policies 
and compliance procedures in these areas. The SFC may wish to examine these documents on a routine 
inspection. If you are a Deacons’ client and wish to receive a copy of the memo, please don’t hesitate 
to inform your usual contact at Deacons. 
 
The text of the revised FMCC is available in this Gazette Notice: 
https://www.sfc.hk/web/EN/pdf/Gazette/G.N.%208418%20of%202017.pdf  
 
 

Legislation for LegCo’s 2018 - 2019 session 
 
Mary Nieto and Siew Tin Tee  
 
Hong Kong’s Legislative Council (LegCo) 2018 - 2019 session will commence on 10 October 2018 with 
an address by the Chief Executive.  
 
A legislative bill in Hong Kong is required to be given three readings for its passage by LegCo before 
becoming an Ordinance.  Here we look at some current and planned bills that may be of interest to the 
asset management industry.  
 
Current bills 
 
Information about the bills that are currently planned for LegCo’s consideration in the next session are 
available here: http://www.legco.gov.hk/general/english/bills/bill1819.htm. Of those listed, fund 
managers may be interested in the Financial Reporting Council (Amendment) Bill 2018 which is 
designed to enhance the independence of the regulatory regime for auditors of listed entities, and to 
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provide for registration, recognition, inspection, investigation and disciplinary matters regarding those 
auditors.  
 
Future bills 
 
Tax exemption for privately offered funds: In order to address the EU’s concerns over ring-fencing 

features in Hong Kong’s offshore funds tax exemption regime, the government is proposing 

amendments to provide tax exemptions for privately offered funds regardless of their structure and the 

location of their central management and control. The Financial Services and the Treasury Bureau 

engaged in a one-month industry consultation which ended on 2 May 2018. We understand the 

government plans to introduce an amendment bill into LegCo by the end of 2018. 

 
OTC derivatives regime: On 24 July 2017, the Securities and Futures Commission (SFC) issued 
consultation conclusions on proposed changes to the financial resources rules for licensed corporations 
engaged in over-the-counter derivatives activity, and issued a further consultation on additional 
proposals. The consultation period ended on 23 August 2017 and the SFC’s consultation conclusions 
are pending. The government plans to introduce relevant legislative proposals into LegCo in the fourth 
quarter of 2018. 
 
ORSO amendments: The government is proposing amendments to forestall the use of occupational 
retirement schemes for non-retirement purposes. The government plans to introduce a bill to amend the 
Occupational Retirement Schemes Ordinance in January 2019.  
 
PE LP structure: Back in December 2015, the Financial Services Development Council issued a paper 
on limited partnerships for private equity funds. In the budget address of 28 February 2018, the Financial 
Secretary announced the government would examine the feasibility of introducing a limited partnership 
regime for private equity funds with related tax arrangements. It will consult LegCo in due course. 
 

Mainland China briefing  
 
Yang Shen and Anita Hu  
 
AMAC clarifies the conditions for contemporaneous management of PE and securities 
investment funds  
 
On 29 August 2018, the Asset Management Association of China (AMAC) released the Fifteenth FAQ 
on the Relevant Questions Regarding the Registration and Filing of Private Funds (FAQ) (available here 
in Chinese), which clarified that the same private fund manager (PFM) may manage both private 
equity/venture capital funds and securities investment funds provided that it may comply with certain 
conditions. A manager of both types of funds will be known as an “Asset Allocation Manager”. Previously, 
the AMAC indicated that a PFM may only manage either private equity/venture capital funds or securities 
investment funds. 
 
At the time of applying for registration with AMAC, a PFM applicant has needed to identify itself as one 
of the following: (i) securities investment fund manager; (ii) private equity and venture capital fund 
manager; (iii) other type of fund manager (which typically referred to QDLP etc.). This has caused 
difficulties for a PFM applicant that proposes to manage both private equity/venture capital funds and 
securities investment funds to be able to register with AMAC. Now, that obstacle has been removed; 
with effect from 10 September 2018, the online AMAC registration portal has been updated to allow an 
applicant to choose the “Asset Allocation Manager” category. 
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Conditions applicable to an “Asset Allocation Manager” licence  

 
The FAQ provides that an applicant should satisfy the following requirements in order to register itself 
as Asset Allocation Manager. 
 
Requirements applicable to its actual controller: 
 
 at least one entity which is under the common control of the actual controller has registered with 

AMAC as an ordinary member or as an observant member for more than three years, and on 
average has an AUM of no less than RMB 500 million in the latest three years; and 
 

 the actual controller may control only one Asset Allocation Manager, and shall undertake in writing 
to hold its equity in such Asset Allocation Manager for more than three years upon AMAC’s 
approval of the registration.  

 
In addition, the applicant should employ at least two senior executives with more than three years of 
relevant experience or five years of asset management-related experience.  

 
New product - Asset Allocation Funds 
 
An Asset Allocation Manager can launch a fund which actively invests in both listed securities and 
unlisted securities (Asset Allocation Fund). The FAQ requires that an Asset Allocation Fund should 
be (i) a close-ended fund with at least two years’ term; (ii) a fund of funds; it shall invest more than 80% 
of its AUM in funds which are registered with AMAC or China Securities Regulatory Commission or 
otherwise legally established, and shall not invest more than 20% of its AUM in any single fund. 
Exceptions may apply with respect to fund of one (single investor fund).  
 
Recent updates on Bond Connect 
 
On 30 August 2018, the State Council announced the exemption of income tax and value-added tax for 
overseas investors’ interest incomes of their investment in China’s bond market for a period of three 
years (available here in Chinese). 
 
At the end of August, Bond Connect has fully implemented delivery-versus-payment for settlement, 
which ensures that payment and delivery of securities occur simultaneously, thereby reducing the 
counterparty risks.  
 
Asset managers may now aggregate trades of up to 30 different clients, which facilitates trading on the 
Stock Connect. 
 
China eases foreign ownership limit for banking and asset management industries 
 
On 23 August 2018, China Banking and Insurance Regulatory Commission (CBIRC) issued the Decision 
of the China Banking and Insurance Regulatory Commission on Abolishing and Revising Some Rules 
(Decision) (available here in Chinese) which was immediately effective on the issue date.  
 
The Decision provides for the cancellation of three rules; this removes the limit on foreign ownership in 
Chinese banks and its asset management companies. Under the old rules, the limit on foreign ownership 
of Chinese banks and their financial asset management companies was set at 20% for a single foreign 
institution and 25% for total foreign ownership. Foreign institutions can now wholly own a bank and/or 
its asset management company. The Decision also provides for equal treatment to be given to local 
entities and foreign owned banks and asset management companies. 
 

 

http://www.gov.cn/premier/2018-08/30/content_5317832.htm
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SFC licensing and compliance hints 
 
Rebecca Yip 

 
AML / CFT deficiencies or inadequacies 
 
The SFC issued another circular 
(https://www.sfc.hk/edistributionWeb/gateway/EN/circular/doc?refNo=18EC64) on compliance with 
AML / CFT measures and controls on 31 August 2018 following further thematic and routine inspections, 
highlighting key inspection findings, examples of deficiencies, inadequacies and good practices. As the 
SFC continues to focus on AML / CFT compliance, licensed companies and senior management should 
assess whether they need to make any further enhancements of their existing AML / CFT measures 
and controls taking into account the examples of deficiencies, inadequacies and good practices given 
by the SFC. 
 
More than just box-ticking 
 
Responsible officer applicants must check a box on the application form to declare that the board of 
directors has already passed a resolution either appointing him/her as a responsible officer only or as a 
responsible officer and a director to supervise the business of regulated activities. This means that 
responsible officer application forms can only be signed after the relevant board resolution has been 
passed. It goes without saying that a responsible officer appointment can only take effect after the SFC’s 
approval has been obtained. 
 
When a responsible officer or a director signs an SFC application or notification form on behalf of their 
firm, they need to declare formally that “all the information provided is complete, true and correct ... [and 
that they understand] that providing false or misleading information … is an offence ... and that the SFC 
may take criminal and / or disciplinary action against a person who has made a false or misleading 
representation”. Care therefore needs to be taken by responsible officers or directors in signing these 
forms to ensure that they have enough information to confirm that all the details in the form are accurate: 
if there is any uncertainty, they should ask questions to confirm the situation before proceeding to sign. 
 
Remember MIC? 
 
The manager-in-charge regime has been implemented for more than a year now. Have you considered 
whether any changes in personnel at the company or head office would have any MIC implications? For 
example, would a consolidation of business units affect the company’s key business line? Licensed 
companies need to keep the SFC updated of changes in MICs after making the initial submission. You 
may wish to revisit our MIC checklist for reference (http://www.deacons.com.hk/news-and-
insights/publications/mic-checklist-what-needs-to-be-done-post-submission.html). 
 
CPT for 2018 
 
We are about to go into the final quarter of the CPT year, so it is timely to do a CPT hours stock-take on 
all licensed individuals. If your company has licensed individuals who still have many CPT hours to 
complete this year, they need to take action soon. 

 
Acorns of APAC – Hong Kong Emerging Manager 
Outreach 
 
The Alternative Investment Management Association (AIMA) is the global representative of the 
alternative investment industry, with more than 1,900 corporate members in over 60 countries. AIMA’s 
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fund manager members collectively manage more than $2 trillion in hedge fund and private credit 
assets. 
 
“Acorns of APAC” is an outreach targeted towards emerging managers in the region. A Hong Kong 
event will be held on 11 October 2018. The forum is open to both AIMA and non-AIMA members, and 
is meant for managers that are new to the industry (defined as less than 1 year), looking to start a fund, 
or are still in the early stages of raising assets (with AUM <US$200m). AIMA has designed the forum to 
cover important considerations new managers may have. Such topics include the legal toolkit required 
for starting up a fund, working with service providers, and fund raising. Should you be interested in 
registering for this afternoon event, followed by networking drinks, you may do so here. 
 
 

Recent publications 

Enforcing Mainland judgments in Hong Kong 
 
The Prosecution does not have a right to reply where an unrepresented defendant gives evidence 
without calling any witness 
 
CW Advanced Technologies case highlights Hong Kong’s lack of statutory cross-border insolvency 
regime 
 
Hong Kong Government awards first NEC4 Contract  
 
England’s Court of Appeal confirms that express agreement can deny EOT in case of concurrent delay  
 
Take care when drafting notices to terminate contracts! 
 
Court holds that building surveyor’s duties extended beyond period of appointment  
 
Hong Kong Competition Commission brought its first legal action against individuals 
 
China’s new powerful market regulator tackles the use of deceptive trademarks  
 
The new era of social insurance contribution collection by tax authorities in Mainland China  
 
Foreign-invested payment institutions entering into China  
 
Hong Kong, Macao, and Taiwan residents employed in the PRC to enjoy Chinese citizens’ benefits  
 
Informal regulation of charities in Hong Kong  
 
Eligible Hong Kong people are given the right to apply for PRC residence permits  

Whilst every effort has been made to ensure the accuracy of this publication, it is for general guidance only and should not be treated as a substitute  

for specific advice. If you would like advice on any of the issues raised, please speak to any of the contacts listed.  
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