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Memorandum of Understanding (MoU)
between

the Securities and Futures Commission of Hong Kong
and
the Autorité des Marchés Financiers
concerning Mutual Recognition of Covered Funds, Man agement
Companies and related Cooperation

Dated 10 July 2017

This MoU has been concluded between SFC and AMF in light of global financial market growth and
increasing cross-border activity in asset management and the offering, marketing and distribution of
shares or units of collective investment schemes. Its purpose
based in either Hong Kong or France and licensed by the SFC or authorized by the AMF, respectively.
agreed to promote reciprocal market access for fund providers by facilitating cross-border offering,

marketing and distribution of certain funds between their jurisdictions subject to the requirements set out
in this MoU and its Appendices.

SFC and AMF express their willingness to cooperate



d)

e)

f)

“CIS” means collective investment schemes.

“COMOFI” means the French Monetary and Financial Code (Code monétaire et financier) as
may be amended, supplemented or otherwise modified from time to time.

“Covered Entities” means Covered Funds and/or Covered Management Companies.

“Covered Fund” means French UCITS Funds or Hong Kong CIS authorized or seeking



t) “Management Company” means:

i. “French Management Company” which means a corporation authorized by the AMF to
manage CIS assets in accordance with the COMOFI, the RG AMF, and the applicable
AMF’s instructions, positions and recommendations; and/or

ii. “Hong Kong Management Company” which means a corporation which is licensed by the
SFC for Type 9 regulated activity (asset management) in accordance with Part V of the
SFO.

u) “Overarching Principles Section” means the Overarching Principles Section of the SFC
Handbook for Unit Trusts and Mutual Funds, Investment-Linked Assurance Schemes and
Unlisted Structured Investment Products issued by the SFC, as may be amended,
supplemented or otherwise modified from time to time.

v) “Person” means a natural person or legal person, or an unincorporated entity or association,
including partnerships and corporations.

w) “Requested Authority” means the Authority to whom a request is made under this MoU.
xX) “Requesting Authority” means the Authority making a request under this MoU.

y) “RG AMF" means the General Regulation (réglement général) issued by the AMF, as may
be amended, supplemented or otherwise modified from time to time.

z) “SFO” means the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
which governs the securities and futures market in Hong Kong, as may be amended,
supplemented or otherwise modified from time to time.

aa) “UCITS” means an undertaking for collective investment in transferable securities authorized
in accordance with Article 5 of Directive 2009/65/EC of the European Parliament and of the
Council of 13 July 2009 on the coordination of laws, regulations and administrative
provisions relating to undertakings for collective investment in transferable securities, as may
be amended, supplemented or otherwise modified from time to time.

bb) “UT Code” means the Code on Unit Trusts and Mutual Funds of the SFC Handbook for Unit
Trusts and Mutual Funds, Investment-Linked Assurance Schemes and Unlisted Structured
Investment Products issued by the SFC, as may be amended, supplemented or otherwise
modified from time to time.

Article 2 General provisions

This MoU is an agreement concluded by the AMF and the SFC to promote reciprocal market access
for fund providers by facilitating cross-border offering, marketing and distribution of certain funds to
retail investors in France and to the public in Hong Kong, subject to the requirements set out in this
MoU and its Appendices.

This MoU is also an agreement concluded by the AMF and the SFC to cooperate in relation to the
supervision of Covered Entities that may engage in cross-border offering, marketing and distribution
of shares or units of CIS to retail investors in France and to the public in Hong Kong in a manner
consistent with domestic laws and regulations applicable in the Host Jurisdiction.

This MoU does not create any legally binding obligations, confer any rights, modify or supersede any
domestic laws and regulations.

This MoU complements, but does not alter, the terms and conditions of existing arrangements
between the Authorities including without limitation, the MoU concerning consultation, cooperation
and the exchange of information related to the supervision of AIFMD entities established by the
European Securities and Markets Authority to which AMF and SFC are signatories and the IOSCO
MMoU.



Within the framework of this MoU, each Authority will remain responsible for regulating and
supervising the Covered Entities under its jurisdiction. The Covered Funds should be operated and
managed in accordance with the domestic laws and regulations in the Home Jurisdiction as well as
with their constitutive documents.

Within the framework of this MoU, each Authority will remain responsible for regulating and
supervising the offering, marketing and distribution of a Covered Fund within its jurisdiction in
compliance with the applicable domestic laws and regulations where and to the extent that such
offering, marketing and distribution are carried out in its jurisdiction. The offering, marketing and
distribution of the Covered Funds in the Host Jurisdiction shall comply with the applicable domestic
laws and regulations in the Host Jurisdiction. Subject to the provisions in this MoU, the Covered
Entities should comply with additional rules provided in Appendix B to this MoU by the Host Authority
governing the authorization, post-authorization and ongoing compliance in the context of the offering,



Article 3 Scope of mutual agreement

1.

Covered Funds

a) Pursuant to this MoU, the Authorities agree to authorize Covered Funds for offering,
marketing and distribution in Hong Kong and France respectively through a streamlined
process of one month (the “one-month period”)!, as set out in Appendix B to this MoU,
provided that the Covered Funds meet the applicable conditions as set out in Appendix B.

b) Appendix B may be amended from time and time by mutual agreement between the
Authorities and each Authority will publish the content of the latest version on its website.

Management Companies

Based on their common understanding of their regulatory and supervisory frameworks concerning
management companies, the Authorities agree that their respective Covered Management
Companies are eligible to manage Covered Funds authorized in their Home Jurisdiction and offered,
marketed and distributed in the Host Jurisdiction provided that the Covered Management Companies
meet the applicable conditions set out in Appendix B and that the offering, marketing and distribution
of the Covered Funds comply with the requirements set out in the domestic laws and regulations of
the Host Jurisdiction.

Article 4 Delegation

1.

The AMF recognises that Hong Kong Management Companies may be appointed as Delegates of
the investment management function for French UCITS Funds, which includes French Covered
Funds, which are or may be authorized by the AMF under the COMOFI, the RG AMF, and the
applicable AMF’s instructions, positions and recommendations provided that the delegation
arrangement complies with the requirements provided in domestic laws and regulations in France.

The SFC recognises that French Management Companies may be appointed as Delegates of the
investment management function for Hong Kong CIS, which includes Hong Kong Covered Funds,
which are or may be authorized by SFC under Section 104 of the SFO provided that the delegation
arrangement complies with the requirements provided in domestic laws and regulations in Hong
Kong.

Article 5 Scope of cooperation

1.

Cooperation includes, inter alia, consultation, exchange of information, Cross-border On-site
Visits, and matters of mutual supervisory interest, including regulatory developments but does not
include Enforcement Actions which are covered by the provisions of the IOSCO MMoU.

Cooperation will be most useful in, but is not limited to, the following circumstances:

a) the initial application of Covered Funds from one jurisdiction for authorization by the Host
Authority; and,

b) the ongoing supervision of Covered Entities.

The Authorities may cooperate:

a) on an ongoing basis or ad hoc, upon request or without prior request (i.e. unsolicited
assistance); and,

b) orally, provided that it is confirmed in writing shortly thereafter, or in writing.

! Such period may be extended to two months should additional information be required by the Host Authority as set

out in Appendix B.



Article 6 Provision of assistance for the implement



b)

f)
)

information relevant to the financial and operational condition of a Covered Entity, including,
for example, reports on capital reserves, liquidity or other prudential measures, and internal
control procedures;

relevant supervisory information and reports a Covered Entity is required to submit to an
Authority including, for example, interim and annual financial statements and early warning
notices;

where appropriate, any inspection findings formally communicated to a Covered Entity in
writing;

information relevant for monitoring and responding to the potential implications of the
activities of Covered Entities to ensure the proper functioning of the financial markets;

other information which is relevant to a Covered Fund;

Enforcement Actions against any Management Company which have, had or may have
significant impact on the operations of such Management Company in the Requesting
Authority’s jurisdiction; and









Appendix A

Contact points

The contact points are:

Authority Contact details

SFC (Hong Kong) Securities and Futures Commission
35/F, Cheung Kong Center
2 Queen’s Road Central

Hong Kong

Email address:
- mirffrance@sfc.hk

AMF (France) Autorité des Marchés Financiers
17 place de la Bourse
75002 Paris

France

Email addresses:
- servicedesaffairesinternationales@amf-france.org
- celluleinternationale @amf-france.org




Appendix B - I — SFC Circular



In view of the differences between the Hong Kong and the French regulatory regimes, to ensure
proper investor protection and consistency with existing Hong Kong SFC-authorized funds, this
Circular sets out the additional requirements with which a French Covered Fund has to comply
when applying for SFC authorization for offering, marketing and distribution to the public in Hong
Kong under the MRF, as well as other requirements which a French Covered Fund has to
observe after obtaining SFC authorization.

The SFC will grant authorization to a French Covered Fund for offering, marketing and
distribution to the public in Hong Kong within one month (the one-month period)2 provided that
the French Covered Fund meets all the applicable requirements set out in this Circular and that
the SFC has received a complete and satisfactory set of Application Documents as described in
paragraph 45 in relation d)



17.

18.

Jurisdiction

The French Covered Management Company shall ensure and procure its distributors to ensure
that Hong Kong investors are able to bring actions concerning the French Covered Fund and the
French Covered Management Company in the courts of Hong Kong.

Changes to French Covered Funds

No change shall be made to a French Covered Fund resulting in non-compliance with the
Eligibility Requirements set out in Annex B to this



28. Termination of a French Covered Fund shall require the approval of the AMF with immediate

notice from the AMF to the SFC. Termination notice to Hong Kong investors should be submitted
to the SFC for prior approval.

Sale/distribution, offering documents, ongoing disclosure and advertisements

Sale/distribution

29. The sale and distribution of a French Covered Fund in Hong Kong must be conducted by

intermediaries properly licensed by or registered with the SFC. The sale and distribution of a
French Covered Fund in Hong Kong shall comply with



36.

37.

38.

39.

40.

The French Covered Management Company shall ensure fair treatment of investors in France
and Hong Kong regarding the ongoing disclosure of information of a French Covered Fund
(including periodic financial reports and naotices).

The ongoing disclosure should be filed with the SFC as soon as possible and in any event within
one week after it has received AMF’s authorization or is filed with the AMF.

French Covered Funds shall comply with the requirements set out in Annex A to this Circular and
on an ongoing basis, disclose any other information which may have a material impact on
investors in Hong Kong.

Subject to paragraph 41, a French Covered Fund may use its French financial reports as the
basis for distribution in Hong Kong, provided that it is supplemented by the additional information
and meet the other requirements set out in Annex A to this Circular.

Language
The offering documents and notices to Hong Kong



46.

47.

g. a cheque made payable to “Securities and Futures Commission” in the amount of the
applicable application fee (see Q.3 of the FAQs on Application Procedures for
Authorization of Unit Trusts and Mutual Funds under the Revamped Process).

Upon receipt of the Application Documents, the SFC will have five working days to assess that all
Application Documents have been duly and properly submitted.

Provided that the French Covered Fund meets all the applicable requirements set out in this
Circular and if no requisition letter, as described in paragraph 48 below, is issued by the SFC, the
SFC will grant authorization with conditions® to a French Covered Fund within the one-month
period. The one-month period will start from the date the SFC confirms that it has received, to its
satisfaction, the Application Documents listed in paragraph 45 above. Should a requisition letter
be issued by the SFC, the SFC will grant authorization to a French Covered Fund within two
months (the two-month period) provided that all out



Annex A

Requirements to be complied with by all French Cove

red Funds

1. General requirements

Mention of SFC authorization

1.10 of the Overarching Principles Section
(OPS) of the SFC Handbook

Naming of a French Covered Fund

5.1 and 5.2 of the OPS of the SFC Handbook

Availability of constitutive documents

5.10(c) of the UT Code

Accompaniment to offering documents

6.3 and 6.4 of the UT Code

Inclusion of performance data

6.5 of the UT Code

Dealing

6.14 and 10.5(c) of the UT Code

Transaction fees and performance fee

Note to 6.16 and 6.17 of the UT Code

Pricing errors

10.2 of the UT Code, FAQ 4 in the Frequently
Asked Questions on Post Authorization
Compliance Issues of SFC-authorized Unit
Trusts and Mutual Funds

Self-managed schemes

A self-managed scheme must appoint a
French Covered Management Company that is
authorized by AMF to manage collective
investment scheme in accordance with Article
L. 532-9,ll, 1° of the French Monetary and
Financial Code, and Article 312-2 and Article
313-48 of the General Regulation of the AMF
as investment manager.

2. Disclosure requir ements in relation to offering documents

(Note: this may be included in the Hong Kong coveri

ng document)

Language

5.6 of the OPS of the SFC Handbook

Product key facts statement

6.5 — 6.8 of the OPS of the SFC Handbook
and 6.2A of the UT Code

Use of disclaimers

6.12 of the OPS of the SFC Handbook

Enquiries and complaints handling

7.4 of the OPS of the SFC Handbook

Distribution fees and advertising or
promotional expenses

To disclose such fee arrangements (if any) in
the offering documents

Use of financial derivative instruments for
investment propose

8.9()(ii) and 8.9())(iii) of the UT Code

Information to be disclosed in the offering
document

Appendix C to the UT Code (paragraphs 3(c),
3(d), 3(e), 3(g), 6, 8, 10, 11, 12, 14(c), 16, 18,
18A, 19, 19A, 20, 23 and 24), FAQ 27B in the
Frequently Asked Questions on the Code on
Unit Trusts and Mutual Funds and FAQ 9 in
the Frequently Asked Questions on SFC
Authorization of UCITS IIl Funds

Disclosure on stock lending, repo and
similar over-the-counter transactions
Disclosure on information to investors

FAQ 21 in the Frequently Asked Questions on
the Code on Unit Trusts and Mutual Funds




Compliance Act

the Circular to issuers of SFC-authorized
investment products concerning the US
Foreign Account Tax Compliance Act

3. Disclosure requirements in relation to ongoing

disclosure

Notices to holders

11.2 (bilingual notice and notice period for
unitholder meetings), 11.2A and 11.2B of the
UT Code

Disclosure of withdrawal of authorization

11.4 of the UT Code

Disclosure on merger or termination

11.5 of the UT Code

Reporting to holders

11.6 of the UT Code (notification of availability
of financial reports)

Constitutive documents

All  constitutive documents of a French
Covered Fund shall be made available to Hong
Kong investors in either English or Chinese

Other documents to be made available to
Hong Kong investors as specified in the
offering documents

Upon request by investors, specific information
regarding these documents should be made
available to Hong Kong investors in English or
Chinese. Information regarding how investors
can make such information requests should
also be clearly disclosed in the Hong Kong
offering documents

4. Disclosure requirements in relation to fin

ancial reports

Language

Financial reports of a French Covered Fund
shall be made available to Hong Kong
investors in either English or Chinese

Notes to the accounts

ltems 2 and 3 of the “Notes to the accounts”
Section of the Appendix E to the UT Code

Holdings of collateral

ltems 1(b), 1(c) and 1(d) of the “Holdings of
collateral” Section of the Appendix E to the UT
Code




Annex B

Eligibility Requirements

French Covered Fund

1. The French Covered Fund must be established, domiciled and managed in accordance with
French laws and regulations and its constitutive documents.

2. The French Covered Fund must be an undertaking for collective investment in transferable
securities authorized in accordance with Article 5 Directive 2009/65/EC of the European
Parliament and of the Council of 13 July 2009 on the coordination of laws, regulations and
administrative provisions relating to undertakings for collective investment in transferrable
securities which is authorized by the AMF for offering, marketing and distribution to retail
investors in France under Article L. 214-3 of the French Monetary and Financial Code and Article
411-3 of the General Regulation of the AMF.

3. At least 20% of the French Covered Fund’s net asset value must be attributable to investors in
France.

4. The French Covered Fund must be a general equity fund, bond fund or mixed fund, as defined in
Annex C to this Circular.

5. The French Covered Fund must not use leverage exceeding 100% of the fund’s net asset value
as calculated under the UCITS commitment approach provided by Article 42 of the Directive
2010/43/EU.

6. The French Covered Fund must not invest in (i) physical commodities including precious metals
or commodity based investments or real estate, or (ii) certificates representing them.

7. The French Covered Fund must not be a money market fund, an exchange traded fund, an index
fund, or a structured fund as defined in Annex C to this Circular.

8. The French Covered Fund must not have share class with hedging arrangement other than
currency hedging.

9. The French Covered Fund must not pay any unreasonable turnover fees or percentage-based
transaction fees to the French Covered Management Company or any of its connected persons.

10. Should the French Covered Fund charge a performance fee, the fee:
a. can only be payable no more frequently than annually;
b. must be clearly disclosed in offering documents; and
c. must be calculated:

- either against a benchmark, which is consistent with the risk and reward profile of the
fund; or

- on a high-on-high principle (i.e. the fee can only be payable if the net asset value per
unit/share exceeds the net asset value per unit/share on which the performance fee
was last calculated and paid). In such case, if a performance fee is levied on the share
class(es) offered to the investors in Hong Kong by the French Covered Fund, the
reference to which the performance fee (commonly known as high water mark) is
calculated must not be reset after SFC authorization of the French Covered Fund.



French Covered Management Company

11. The French Covered Management Company must be domiciled in France and authorized by
AMF to manage collective investment scheme in accordance with Article L. 532-9,II, 1° of the
French Monetary and Financial Code, and Article 312-2 and Article 313-48 of the General
Regulation of the AMF.

12. The French Covered Management Company and its accountable director(s) (within the meaning
of Article L. 532-9, IlI, 4° of the French Monetary and Financial Code) have not been subject to
any of the following disciplinary actions taken by the AMF, in the past 3 years or since the date of
the establishment of the French Covered Management Company if it has been established for
less than 3 years:

a. with respect to the French Covered Management Company:

- a withdrawal of its license by the AMF (in accordance with Article L.532-10 of the
French Monetary and Financial Code);

- a temporary or permanent ban on providing some or all of the services previously
provided (in accordance with Article L. 621-15, Ill, a of the French Monetary and
Financial Code); or

b. with respect to the accountable director(s) of the French Covered Management Company,
a temporary or permanent ban on conducting some or all of their business activities (in
accordance with Article L. 621-15, Ill, b of the French Monetary and Financial Code).

13. Where the French Covered Management Company delegates the investment management
decisions to another entity authorized to manage collective investment schemes in accordance
with 313-77 of the General Regulation of the AMF, such entity is operating in one of the
acceptable inspection regimes recognized under 5.1 of the UT Code (AIR Delegate)®.

Custodian

14. The custodian appointed by the French Covered Fund is a credit institution or an investment firm
complying with the requirements set out in Article L. 214-10-1 of the French Monetary and
Financial Code, in its version in force at the date of the entry into force of the MoU.

® For the purpose of providing confirmation on Eligibility Requirements pursuant to paragraphs 22 and 45 of this
Circular, in addition to confirming the matters listed in Annex B to this Circular, where applicable, the AMF will also
confirm to the SFC that it has conducted regulatory check with the authority primarily responsible for regulating the
AIR Delegate and is not aware of any regulatory concerns.



Annex C

Types of French Covered Funds

Terms used in

the MRF French definition






index fund Definitions - position 2013-06 of the AMF
An OPCVM whose strategy is to replicate or track th e
performance of one or more indices by synthetic or physical
replication, for example.
structured Article 30-8 instruction 2011-19 of the AMF
fund

In accordance with the provisions of Article R. 214  -28 of
the Monetary and Financial Code, the investment obj  ective
of a structured fund is to reach a predetermined am  ount at
the end of a set period through the mechanical appl ication
of a predefined formula based on financial market
indicators or financial instruments, and to distrib ute
income that is determined in the same manner, where
applicable .




Appendix B - Il — AMF requirements and process for mutual recognition
of Hong Kong Funds

Mutual Recognition of Funds (MRF) between France an  d Hong Kong

The Securities and Futures Commission (SFC) and the Autorité des Marchés Financiers (AMF)
signed a Memorandum of Understanding (MoU) on France-Hong Kong mutual recognition of
funds on 10 July 2017. The MoU provides a framework for mutual recognition of covered funds
offered, marketed and distributed to retail investors in France and the public in Hong Kong.

For the purpose of this Circular, unless otherwise defined herein, the words beginning with a
capital letter refer to the list of definitions set out in article 1 of the MoU.

For the purpose of this Circular, the term “Hong Kong Covered Fund” means a Hong Kong-
domiciled CIS authorized or seeking authorization for offering, marketing and distribution to retail
investors in France through a streamlined process in accordance with Sectionl of the Chapter IV
of the Second Book of the French Monetary and Financial Code pursuant to this Circular,
provided that such fund meets the applicable conditions as set out in this Circular.

For the purpose of this Circular, the term “Hong






Operational and ongoing requirements

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

SFC supervision

The Hong Kong Covered Fund must, on an ongoing basis, remain authorized by the SFC for
offering, marketing and distribution to the public in Hong Kong, be subject to the ongoing
regulation and supervision of the SFC and comply with the Eligibility Requirements set out in
Annex B to this Circular.

Reporting obligation

The Hong Kong Covered Fund shall have at least 20% of the Hong Kong Covered Fund’s net
asset value attributable to investors in Hong Kong on an ongoing basis for offering, marketing
and distribution to retail investors in France.

The Hong Kong Covered Management Company shall confirm to the SFC semi-annually that at
least 20% of the Hong Kong Covered Fund’s net asset value is attributable to investors in Hong
Kong at the end of each reporting period.

If the SFC becomes aware or is notified that the Hong Kong Covered Fund or its Hong Kong
Covered Management Company fails to meet the requirements set out in paragraph 16 above, it
shall notify the AMF as soon as possible.

Jurisdiction

The Hong Kong Covered Management Company shall ensure and procure its distributors to
ensure that French investors are able to bring actions concerning the Hong Kong Covered Fund
and the Hong Kong Covered Management Company in the courts of France.

Changes to Hong Kong Covered Funds

No change shall be made to a Hong Kong Covered Fund resulting in non-compliance with the
Eligibility Requirements set out in Annex B to this Circular. If the SFC is aware of such change, it
shall notify the AMF as soon as possible.

Changes to a Hong Kong Covered Fund shall be made in accordance with the applicable Hong
Kong laws and regulations and the provisions of its constitutive documents®. Changes to a Hong
Kong Covered Fund shall not contravene the applicable Hong Kong laws and regulations and the
requirements set out in this Circular.

These changes shall be effective upon approval by the SFC or compliance with the appropriate
procedures.

However, changes that affect French investors only and revisions made to the offering
documents of a Hong Kong Covered Fund relating to such changes should be made in
accordance with the requirements under the relevant French laws and regulations. Prior
consultation with the AMF concerning such changes is encouraged.

The SFC shall notify the AMF of any change approved by the SFC in respect of a Hong Kong
Covered Fund authorized by the AMF in France as soon as possible and in any event within one
week from the date of approval.

In addition, the SFC will confirm to the AMF that the Hong Kong Covered Fund effecting such
changes continues to meet the Eligibility Requirements set out in Annex B to this Circular.

The Hong Kong Covered Management Company shall ensure that the AMF is informed of any
change filed with the SFC as soon as possible and in any event within one week from the date of
filing with the SFC.

8 For the avoidance of doubt, change in Delegate(s) is subject to SFC’s prior approval.



25. Holders in France shall be notified about the ¢



34.

A Hong Kong Covered Fund may utilize the prospectus authorized by the SFC. Unless otherwise
provided in this Circular, matters such as the content of the prospectus, its format, the frequency
of its update and the update procedures shall comply with the applicable Hong Kong laws and
regulations and the provisions of its constitutive documents. In addition, the SFC-authorized
prospectus may be supplemented by a French covering document to comply with the disclosure
requirements set out in Annex A to this Circular and to disclose any other information which may
have a material impact on investors in France. The prospectus and the French covering
document shall not contain any information that wou



Application process

44, The AMF will authorize the Hong Kong Covered Funds for offering, marketing and distribution to
retail investors in France provided that it has received from the applicant a complete set of
Application Documents (Application Documents as defined hereinafter).

45, The following Application Documents shall be provided to the AMF by the applicant directly
(except for item b below which shall be provided by the SFC directly to the AMF) :

a. aduly signed and completed application form available on the AMF website;

b. a certificate from the SFC confirming that the Eligibility Requirements listed in Annex B to
this Circular are met;

c. the constitutive document (articles of association for example) in French or in English;

d. the prospectus in French or in English; and where they exist, the latest annual report and
any subsequent half-yearly report, in French or in English;

e. a key information for investors document, as governed by Article L. 214-23 Ill of the
French Financial and Monetary Code, in its version in force at the date of the entry into
force of the MRF, or, as the European Regulation n°1286/2014 may require, a key
information document;

f. any marketing material to be used for marketing the Hong Kong Covered Funds in
France; and

g. a proof of payment made to the “Autorité des Marchés Financiers” in the amount of the
applicable application fee according to Article L. 621-5-3, |, 4) and D. 621-27, 4) of the
French Monetary and Financial Code.

46. Upon receipt of the Application Documents, the AMF will have five working days to assess that all
Application Documents have been duly 339(e)1.4422(s)-6.3339(s)-6.3330.721099(721099(a)1.4422(s) s)-6.33:



52. The AMF encourages applicants to consult the Asset Management Division early for any
clarification or guidance as to how the relevant requirements may apply and be complied with in
light of their specific circumstances.

53. The AMF may issue other circulars or instructions, frequently asked questions and other
documents from time to time to provide practical guidance to the industry. Please refer to the
AMF’s website or contact Asset Management Division.

Policy Regulation and International Affairs Divisio n
Asset Management Division
Autorité des Marchés Financiers



Annex A

Requirements to be complied with by all Hong Kong C overed Funds

French statutory and regulatory measures applicable to the marketing of shares or units of Hong
Kong Covered Funds in France

Hong Kong Covered Funds must comply with statutory and regulatory measures applicable to the
marketing of shares or units of collective investment schemes™® in France. Hereafter are quoted France’s
main financial law provisions stemming from the Monetary and Financial Code, the General Regulation of



Distributors of Hong Kong Covered Funds units or shares are responsible for determining, under the
supervision of the competent authorities and courts, whether they are actually engaged in marketing
activities in France.

When units or shares of a Hong Kong Covered Fund have been marketed as defined above, those units
or shares shall be considered as being marketed in France whenever investors among whom marketing
in France was carried out are unitholders or shareholders in the said Hong Kong Covered Fund.

Pursuant to the MRF, units or shares of Hong Kong Covered Funds may be marketed in France only to

retail investors (including professional investors treated as retails investors according to Article 314-5 of
the General Regulation of the AMF).

1. Relations between Hong Kong Covered Funds and the A MF

Appointment of a centralising correspondent for Hon g Kong Covered Funds

Requlatory provisions
Article 421-27, AMF General Regulation

Instruction
Instruction AMF DOC-2014-03 on procedure for marketing units or shares of AlFs — Article 21

Rule overview: A Hong Kong Covered Fund marketed in France has to appoint one or more
correspondents, including a centralising correspondent, established in France under the conditions set
out in this AMF Instruction.

Fixed-sum AMF filing fee relating to marketing

Statutory provisions
Article L. 621-5-3 | 4°, Monetary and Financial Code

Regulatory provisions
Article D. 621-27 4, Monetary and Financial Code
Article 421-27, AMF General Regulation

Rule overview: Hong Kong Covered Funds are subject to a set fee, as provided in the above provisions.
The Hong Kong Covered Fund centralising correspondent is responsible for paying the fee to the AMF.
The amount is 2,000 euros per sub-fund or per Hong Kong Covered Fund with no sub-funds. The fee is
payable on the day the authorisation application is filed with the AMF and on 30 April of each subsequent
year.

Sending information to the AMF

Hong Kong Covered Funds must send the information relating to:

- Annual and half-yearly reports;

- Changes affecting the Hong Kong Covered Fund (change of name, creation of a new class of
units or shares, creation of a new compartment, merger, demerger, liquidation, winding up, transfer),
along with amendments to its key investor information document (KIID) and prospectus);

- Post-filing changes to the Hong Kong Covered Fund that will affect its marketing in France.

This information must be sent to the AMF at gio@amf-france.org.

2. Soliciting, establishing a relationship with and in forming investors

General provision on investor solicitation

Soliciting the public to invest in Hong Kong Covered Funds is subject to the same provisions as those
applicable to French UCITS (see. Article hereinabove), especially (i) Article 40 3° of AMF Instruction
2011-19, (ii) Article 8 of AMF Instruction 2011-19 and (iii) Annex XII of AMF Instruction 2011-19.




Direct marketing of banking or financial products a nd services

Statutory provisions
Articles L. 341-1 to L. 341-16, Monetary and Financial Code

Regulatory provisions
Articles D. 341-1 to R. 341-16, Monetary and Financial Code

Rule overview: Direct marketing of financial products or services is an active selling method regulated
under the Monetary and Financial Code. This regime applies whenever banking or financial products and
services are marketed directly in France, including where only the person solicited is based in France.




Distance marketing of consumer financial services

Statutory provisions







4. Remuneration of Hong Kong Covered Funds distributor S

Hong Kong Covered Funds with categories of units or shares reserved for a specific investor
category

Regulatory provisions
Articles 422-23 and 421-26 Il, AMF General Regulation

Rule overview: If a Hong Kong Covered Fund or the sub-fund of a Hong Kong Covered Fund has
categories of units or shares reserved for a specific category of investor, as defined in the prospectus, the
distributor must ensure that the investor fulfills the subscription requirements.

5. Monitoring investor relations

Informing investors after they have made an investm ent

Statutory provisions







b. with respect to the responsible officers of the Hong Kong Covered Management
Company, a revocation or suspension of their licences by the SFC pursuant to section
194 of the SFO.

12. Where the Hong Kong Covered Management Company delegates the investment management
decisions to another entity authorized to manage collective investment schemes, such entity is
operating in one of the acceptable inspection regimes recognized under 5.1 of the UT Code (AIR
Delegate)"”.

Custodian

13. The custodian/trustee appointed by the Hong Kon



Annex C

Types of Hong Kong Covered Funds

Terms used in
the MRF

Hong Kong definition

Covered
under the
MRF
arrangement

equity fund

A Hong Kong-domiciled general equity fund should comply
with the requirements under Chapter 7 of the Code on Unit
Trusts and Mutual Funds of the SFC Handbook for Unit
Trusts and Mutual Funds, Investment-Linked Assurance
Schemes and Unlisted Structured Investment Products
(UT Code).

A Hong Kong-domiciled equity fund should invest at least
70% of its non-cash assets in equities.

A Hong Kong-domiciled equity fund that invests in financial
derivative instruments (FDIs) with commitment leverage of
up to 100% of its NAV should comply with the
requirements under Chapter 8.9 of the UT Code.

bond fund

A Hong Kong-domiciled bond fund should comply with the
requirements under Chapter 7 of the UT Code.

A Hong Kong-domiciled bond fund should invest at least
70% of its non-cash assets in fixed income securities.

A Hong Kong-domiciled bond fund that invests in FDIs with
commitment leverage of up to 100% of its NAV should
comply with the requirements under Chapter 8.9 of the UT
Code.

mixed fund

money market
fund

A Hong Kong-domiciled mixed fund should comply with the
requirements under Chapter 7 of the UT Code.

A Hong Kong-domiciled mixed fund should invest at least
70% of its non-cash assets in a combination of equities
and fixed income securities.

A Hong Kong-domiciled mixed fund that invests in FDIs
with commitment leverage of up to 100% of its NAV should
comply with the requirements under Chapter 8.9 of the UT
Code.

A Hong Kong-domiciled money market / cash
management fund (MMF) means a collective investment




A MMF seeking SFC’s authorization is expected tompmda
variable NAV. For a MMF which adopts a stable / stamt
NAV and/or use amortised cost accounting for vadumtthe
MMF should comply with the relevant principles seit in the
“Policy Recommendations for Money Market Funds &Fi
Report)” issued by the International OrganizatidnSecurities
Commissions dated October 2012.

ETF

index fund

An ETF should comply with the requirements under
Chapters 8.6, 8.8 (applicable to ETF which adopts a
synthetic replication strategy) and Appendix | of the UT
Code.

A Hong Kong-domiciled ETF is a collective investment
scheme, the principal objective of which is to track,
replicate or correspond to a financial index or benchmark,
with an aim of providing or achieving investment results or
returns that closely match or correspond to the
performance of the index or benchmark.

A ETF may adopt one or more of the following strategies
to achieve the fund’'s index tracking objective: (i) full
replication by investing in a portfolio of securities that
replicates the composition of the underlying index; (ii)
representative sampling by investing in a portfolio of
securities featuring a high correlation with the underlying
index, but not exactly the same as those in the index; or
(i) synthetic replication through the use of financial
derivative instruments (such as swaps and performance-
linked structured products issued by counterparties) to
replicate the index performance.

SFC-authorized ETFs must be listed on The Stock
Exchange of Hong Kong for trading.

An index fund should comply with the requirements under
Chapters 8.6 and 8.8 (applicable to index fund which




structured
fund

A Hong Kong-domiciled structured fund (including index
fund / ETF that adopts a synthetic replication strategy) is a
collective investment scheme which seeks to achieve its
investment  objective  primarily  through investing
substantially in FDIs, for example swap or market access
products or similar arrangements. A structured fund is



