






 

(c) Although a delegate may be engaged for the custody and 
safekeeping of relevant CIS property, the responsibilities and 
obligations of a Depositary in respect of such activity shall remain 
with the Depositary. 

Note 1:  For the purposes of paragraph 6, delegates or third parties include 
those appointed or engaged by the Depositary, the management 
company, the board of directors of a relevant CIS (or in the case 
where the relevant CIS is a PRF, the product provider) and any 
delegates of these persons. 

 
Note 2:  For the purposes of paragraph 6, activities that are relevant to a 

Depositary refer to activities that a Depositary is primarily 
responsible for (e.g. custody and safekeeping of relevant CIS 
property), and operation of the relevant CIS for which the Depositary 
has an oversight obligation over, in each case in accordance with the 
provisions under the relevant Product Code(s). 

Operational controls and compliance 

7. Record keeping 

A Depositary should ensure that its record keeping policies comply with 
applicable legal and regulatory requirements as well as requirements under 
the constitutive documents of the relevant CIS and that it complies with all 
such record keeping requirements on an ongoing basis.  

8. Oversight of the relevant CIS 

A Depositary should have oversight of the relevant CIS to ensure that it is 
operated (or in the case of a relevant CIS that is a PRF, administered) in 
accordance with the provisions of the constitutive documents of the relevant 
CIS.  

9. Subscription and redemption 

In respect of each relevant CIS, a Depositary should have oversight of the 
relevant operator(s) to ensure that: 

(a) subscription and redemption transactions are processed on a 
timely basis; 

(b) subscription and redemption orders are carried out in accordance 
with the provisions of the constitutive documents of the relevant 
CIS; 

(c)  where subscription proceeds are received by the Depositary or a 
relevant operator but the subscription orders relating to these 
proceeds have not yet been accepted (or, in the case of PRFs, 
placed), these proceeds are deposited on a timely basis into 
segregated or omnibus bank account(s) designated for holding 
such proceeds; 

(d)  when subscription orders are accepted (or in the case of PRFs, 
placed), the subscription proceeds relating to such orders are 







 

distribution proceeds are transferred on a timely basis upon 
instruction from the relevant operator into segregated or omnibus 
bank account(s) designated for holding such distribution proceeds 
for payment to the respective unit/shareholders, or in the case of a 
PRF, scheme participants, and held there until the proceeds are 
paid out from the account in accordance with the constitutive 
documents of the relevant CIS.  

Note:  If the segregated or omnibus bank account(s) designated for 
holding distribution proceeds is established and maintained 
by a Type 13 licensed corporation, the licensed corporation 
shall hold the distribution proceeds in relation to a relevant 
CIS on trust for the respective unit/shareholders or, in the 
case of a PRF, scheme participants, until the proceeds are 
paid out from the account in accordance with the constitutive 
documents of the relevant CIS. 

12. Cash flow monitoring 

A Depositary should: 

(a) implement proper procedures and controls in opening and 
maintaining any bank account for the relevant CIS; and where any 
bank account for the relevant CIS is opened by the management 
company in the name of the relevant CIS or the management 
company itself, the Depositary should have oversight to ensure that 
the relevant CIS/management company has implemented proper 
procedures and controls in opening any such bank account; and 

(b) identify cash flows which are inconsistent with the operations of the 
relevant CIS. 

13. Investment monitoring  

A Depositary should: 

(a) carry out the instructions of the management company of the 
relevant CIS with post-trade verifications in relation to investment 
limitations and restrictions to ensure compliance with the provisions 
of the offering and constitutive documents of the relevant CIS and 
the relevant Product Code(s); 
 

(b) have oversight of the relevant operator(s) to ensure that it has 
complied with the investment and borrowing limits set out in the 
offering and constitutive documents of the relevant CIS and the 
conditions under which the CIS was authorized;  

 
(c) on a regular basis, provide or make available copies of the 

Depositary’s reconciled records relating to relevant CIS property 
and transactions executed on behalf of the relevant CIS, to the 
management company or its delegate(s) for the management 
company to ensure that there are no discrepancies between the 
records maintained by the Depositary and the management 
company, respectively, and where any exceptions are identified, 
they are followed up in a timely manner; 





 

(g) maintain comprehensive, up-to-date and accurate records of 
relevant CIS property, including cash and assets that cannot be 
held in custody;  

(h) ensure reconciliation is carried out on a daily basis for cash and on a 
regular basis for other relevant CIS property; 

(i)  ensure any part of the relevant CIS property that is subject to any 
security interest to secure payment or repayment of financial 
accommodation under which credit is or is to be provided in respect 
of the relevant CIS (“scheme collateral”) is held in safe custody in 
segregated account(s) solely for the purpose of holding such 
scheme collateral or otherwise dealt with in accordance with 
provisions of the constitutive documents of the relevant CIS; and 

(j) ensure payments and asset transfers or other dealings of any 
relevant CIS property on behalf of the relevant CIS are properly 
authorized in accordance with the constitutive documents of the 
relevant CIS. 

Note: Where the relevant payments or asset transfers or other 
dealings of relevant CIS property need not be authorized by 
the Depositary under the constitutive documents of the relevant 
CIS, the Depositary should have proper oversight of the 
management company to ensure that the management 
company has properly authorized or has obtained the relevant 
authorization. 

15. Connected party transactions entered into by or on behalf of the relevant CIS 

Any reference to “connected party transactions” in Part I of this Schedule 
refers to “Transactions with connected persons” in the relevant provisions 
under the UT Code and the PRF Code, respectively. 

A Depositary should: 

(a) ensure that there are proper controls adopted by the relevant CIS 
and/or have oversight of the relevant operator(s) to ensure that it has 
adopted proper controls in respect of connected party transactions 
of the relevant CIS;  
 

(b) ensure that the relevant operator(s) has effective controls in place 
for obtaining the Depositary’s prior written consent for transaction(s) 
between the relevant CIS and the entities mentioned in the relevant 
Product Code(s), such transactions are executed at arm’s length 
and in the best interests of the relevant CIS, and that the consent is 
supported by proper documentation of the justifications for the 
approval of the transactions; and  

(c)  where cash forming part of the relevant CIS property is deposited with 
any of the management company, investment delegates, directors of the 
relevant CIS or any of their connected persons, have oversight of the 
relevant operator(s) to ensure that controls are in place to address any 
conflicts of interests including (i) oversight of the relevant cash 
management policy of the management company; and (ii) the relevant 
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