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Important : The information contained in this e-mail and any attachment
there

of is intended only for the use of the individual or entity to which it
is

addressed

and is confidential and may be privileged and/or otherwise protected from
disclosure. Any unauthorised use, copying, dissemination or any other
action

taken or omitted to be taken in reliance upon this information is
prohibited.

If you are not the intended recipient(s) of this e-mail, please notify
the

sender

immediately. BOCI GROUP and each of its subsidiaries each reserve the
right

£o monitor all e-mail communications through its networks. Any views
expressed

in this e-mail are those of the individual sender except where the e-mail
states

otherwise and the sender is authorised to state them to be the views of
any

such entity of the BOCI GROUP. Unless otherwise stated, any pricing
information given in this e-mail is indicative only, is subject to
changes

and does not constitute an offer to deal at any price guoted. Any
reference to the terms of executed transactions should be treated



as preliminary only and subject to our formal written confirmation.
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Securities and Futures Commission
Consultation Paper on Proposals to
Enhance Protection for the Investing Public

Submission from the Chinese Securities Association of Hong Kong

The missions of Chinese Securities Association of Hong Kong (“CSA”) are to
enhance the cooperation among its members that are engaged in the securities and
investment banking businesses, to act as the communication channels between the
industry and the government organizations in Hong Kong and in China, as well as to
provide feedback and recommendations to the relevant departments on behalf of its
members.

This paper sets out the views of the members of CSA on the Consultation Paper on
Proposals to Enhance Protection for the Investing Public issued by the Securities and
Futures Commission in September 2009.

Question (3)

What are your views on the requirement for Issuers to provide ongoing
disclosure of the types of information set out in 7.6 of the SP Code throughout
the term of a structured product? Please explain the reasons for your views.
Are there any other matters which you think an Issuer should be obliged to
disclose to investors on an ongoing basis?

Some of our members are of the view that in addition to the required information set
out in 7.6 of the SP Code throughout the term of a structure product, issuers should
have available information on the product’s liquidity and time required to unwind for
investors.

Question (6)

(c) What are your views on the requirement that investors’ claims to collateral
proceeds should be accorded priority and should not be subordinated to
claims by counterparties to transactions with the Issuer that are related to the
structured product?

Some members disagree with the proposal that investors’ claims to collateral
proceeds should be accorded priority as the risk of the structured product has
already been reflected by the return on the investment in question.

Question (12):

In relation to the disclosure and reporting requirements set out in Proposal 4
(bilingual annual reports) and Proposal § (Product KFS), do you agree with the
proposals? Please explain your views.

CSA agrees that bilingual annual reports should be prepared because many
investors in Hong Kong may not be proficient in English.



Question (18):
Do you agree that some of the proposals in this part of the consultation paper
should only apply to unlisted investment products? Please explain your views.

CSA members generally are of the view that the majority proposals set out in Part il
of the Consultation Paper should be limited to unlisted investment products,
specifically, unlisted derivative products.

Question (20):

Should a high net worth investor be considered to have specific knowledge

and expertise if:

(a) he is currently working, or has previously worked in the relevant financial
sector for at least one year in a professional position that involves the
relevant product; or

(b) he has undergone training or studied courses which are related to the
relevant product?

Do you have any other suggestions?

CSA is of the opinion that it may be difficult for an intermediary to indépendently
verify an investor's work experience/training records; it is therefore more practical to
request clients to sign on acknowledgement or declaration forms confirming that they
understand the underlying risks of the investment products and/or that they have the
requisite knowledge, expertise and investment experience.

Our members also consider the current requirement that a professional investor (“PI”)
should have 40 transactions per year is very siringent and SFC may consider to
review the need to maintaining such requirement.

Question (22):

Where a distributor and/or any of its associates explicitly receives or will
receive monetary benefits from a product issuer (directly or indirectly), which
of the following three disclosure options would be more appropriate? Please
explain your views.

Of the three options listed, some of our members are of the view that as long as
investors have been informed of the arrangement and/or are aware of the conflict of
interest, generic disclosures would be sufficient.

Question (24):

Where a distributor does not explicitly receive any benefits for distributing an
investment product, which of the following disclosure options would be more
appropriate? Please explain your views.

Some of our members chose generic disclosure for the same reason stated in the
answer to Question (22) above.




Question (25):

Where a distributor makes a trading profit from a back-to-back transaction,
which of the following disclosure options would be more appropriate? Please
explain your views.

Our members believe that generic disclosure would be appropriate and sufficient for
the same reason stated above as trading profit from back-to-back transactions is
confidential information.

Question (26):

Do you consider it appropriate to restrict distributors from offering investors
supermarket gift coupons, audio visual equipment and other kinds of gifts
having monetary value (except discount of fees and charges) in promoting a
specific investment product to investors?

Our members generally consider it inappropriate to restrict distributors from offering
investors gift coupons or other gifts with monetary value because investors do not
normally base their investment decisions on such gifts.

Question (28):

Do you think audio recording of the client risk profiling process and the
advisory or selling process for investment products should be made
mandatory or the current record keeping requirements are sufficient? If audio
recording is made mandatory, how long do you think these audio records
should be kept for? Please explain your views.

Some members of the CSA reckon that mandatory audio recording of the client risk
profiling process and the advisory or selling process for investment products may not
be practicable to implement. They are of the view that client meetings are not always
conducted in office premises; moreover, many clients are unwilling to have their
conversations with their relationship managers recorded especially when the
conservations involve details that are private, personal and unrelated to investment.
They are of the view that the current regulatory requirements of properly
documenting and maintaining the reason(s) for the investment recommendation and
advice are sufficient to protect investors’ interests. However, other members believe
that mandatory audio recording may further protect investors and should be kept until
the maturity date of the products.

Question (29):

Do you believe that a cooling-off period would generally be beneficial for
investors, or do you believe that costs associated with its implementation
would outweigh the benefits for investors?

The members generally believe that the cooling-off period maybe beneficial for
investors. On the other hand, it is perhaps an obstacle to the selling agents and/or
issuers.



The cooling-off period will likely increase operation costs of product agents and
significantly affect the hedging risk / position risk of issuers. In this regard, CSA
suggests that the regulatory bodies to allow the investment products be classified
into two categories, i.e. a “Revocable Products” category for general retail investors
and non-professional investors, and a “Non-revocable” category for sophisticated and
experienced investors as well as those with Pl status. The relative premium or
handling charges will also vary according to the nature of the product types.

Investor Education

CSA members recognize SFC’s effort in conducting numerous investor education
seminars and advertising campaigns to enhance the public’s investment knowledge
and we strongly support the establishment of an Investor Education Council as
proposed by SFC.
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