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Introduction 

 

The Securities and Futures Commission (the “SFC”) issued a Consultation Paper in December 2020 

on the Proposed Enhancements to the Competency Framework for Intermediaries and Individual 

Practitioners. CompliancePlus is pleased to provide feedback on the Consultation Paper as below: 

 

Question 1: Do you agree to raise the minimum academic qualification requirements to the 

attainment of Level 2 in either English or Chinese as well as in Mathematics in HKDSE or 

equivalent?  

 

CompliancePlus agrees with the proposal to raise the minimum academic qualification requirements 

to the attainment of Level 2 in either English or Chinese as well as in Mathematics in HKDSE or 

equivalent. The Hong Kong Examinations and Assessment Authority (“HKEAA”) has launched the 

HKDSE program since 2012 to replace the previous HKCEE examination qualification.  

 

There is no minimum academic qualification requirement in the current Guidelines on Competency. 

The current competence test was introduced 20 years ago. As the securities and futures market has 

become more sophisticated under the rapid technology growth, it is inevitable to raise the industry 

standard by raising the minimum academic qualification requirements. 

 

Question 2: Do you agree to broaden the scope of recognised academic qualifications to cover 

degrees in other disciplines?  

 

CompliancePlus agrees with the proposal to broaden the scope of recognised academic qualifications 

to cover degrees in other disciplines. We notice that there are many experienced Responsible Officer 

(“RO”) applicants whose degrees, such as Chemistry, Physics, English or History that are not in the 

designated fields.  

 

Under the current Guidelines on Competency, these applicants are under the same competence 

requirements as those who had passed in Chinese or English as well as Mathematics in HKCEE only. 

The current arrangement undermines the educational knowledge for non-designated fields degree 

RO applicants that they are actually well qualified.  
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We have seen many quantitative traders that they studied Physic and Pure Mathematics in 

universities that they are very good in trading and quantitative investment strategies. However, subject 

to the current restriction, they were requested to take additional exams in order to be qualified as SFC 

Responsible Officers.  

 

Question 3: Do you have any comments on requiring licence applicants with degrees in other 

disciplines (without passes in at least two courses in the designated fields) and with HKDSE 

or equivalent academic qualifications to complete Extra CPT to ensure they have sufficient 

industry knowledge?  

 

CompliancePlus generally agrees that licence applicants with degrees in other disciplines (without 

passes in at least two courses in the designated fields) and with HKDSE or equivalent academic 

qualifications to complete Extra CPT to ensure they have sufficient industry knowledge. The 5 extra 

CPT hours can on one hand ensure that the RO applicants have familiarised themselves with the 

SFC’s expectation to a RO, and on the other hand beef up their knowledge in the designated fields. 

 

Question 4: Do you agree with the proposal to grandfather current and ex-licensees who 

previously qualified under Option 3?  

 

CompliancePlus agrees with the proposal to grandfather current and ex-licensees who previously 

qualified under Option 3. The proposal is introduced to narrow down the gap between the 

requirements in the existing guideline and the current academic standard.  

 

Question 5: Do you agree to introduce a full exemption from satisfying the RIQ requirements 

for temporary licence applicants?  

 

CompliancePlus generally agrees with the proposal to introduce a full exemption from satisfying the 

RIQ requirements for temporary licence applicants. As the temporary licence applicants are generally 

already licensed with another regulatory bodies overseas, they should have already possessed 

certain industry knowledge in respect of the regulated activities that they are applying for. Hence, it is 

reasonable for the temporary licence applicants to have an exemption on fulfilling the RIQ 

requirements.  
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Question 6: Do you agree to refine the scope of the conditional exemption under paragraph (8) 

of Appendix E to the 2003 version of the Competence Guidelines as described in paragraph 

37 above?  

 

CompliancePlus generally agrees with the proposal to refine the scope of the conditional exemption 

under paragraph (8) of Appendix E to the 2003 version of the Competence Guidelines. The current 

conditional exemption applies to those licensed representatives (“LR”) who are currently licensed or 

have been licensed within the past three years to be exempted from taking the Local Regulatory 

Framework Papers (“LRP”) when applying to become a LR for a regulated activity with a different 

competence requirement.  

 

Yet, the LRP for LRs of all regulated activities are the same, which is Paper 1 of the Licensing 

Examination (“LE”) for Securities and Futures Intermediaries administered by the Hong Kong 

Securities and Investment Institute (“HKSI”), except for Type 3 RA (leveraged foreign exchange 

trading), which is the Vocational Training Council’s (“VTC”) Leveraged Foreign Exchange Trader’s 

Representative Examination Paper 1.  

 

Question 7: Do you agree that on a case-by-case basis we should take into account licence 

applicants’ overall career history within the industry?  

 

CompliancePlus generally agrees with the proposal to take into account licence applicants’ overall 

career history within the industry on a case-by-case basis. The proposal is revised following the MIC 

regime. There are increasing numbers of RO applicants who were licensed for a long time ago, 

however, they are short of 3 years of relevant industry experiences over the recent past 6 years. This 

proposed change allows ROs to opt in and out to be a licensed person. It is then not necessary for 

them to worry that their licence will be expired in 3 years.  

 

However, it is worth noting that, from the SFC’s perspective, the proposal is somehow contradicting 

with the recency requirement on experience. There may be more disputes and challenges from the 

industry about the “recency” of their experience in future for this type of applications that may easily 

give rise to complaints, disputes and challenges by the applicants.  
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We suggest that the SFC should include more details or give more examples relating to the case-by-

case arrangement on the proposal in the form of FAQs to be issued in future for information of the 

industry to increase the transparency on this topic.  

 

Question 8: Do you agree that we should critically review experience of applicants claimed 

through accrediting to previous principals for only a short period of time?  

 

CompliancePlus generally agrees with the proposal that the SFC shall critically review experience of 

applicants claimed through accrediting to previous principals for only a short period of time. A RO 

should oversee the daily business operation for a licensed corporation and be responsible for the front 

office regulated activities on a continued basis.  

 

However, if a RO applicant changes his / her accreditations frequently over a short period of time, it 

is hard to ensure that the RO applicant has gained sufficient experience in supervising a licensed 

corporation’s business and management.  

 

For example, if an individual changed principals six times over the past three years, having accredited 

to each principal for only a few months, it is in doubt that whether he / she has actually participated in 

managing the daily operation of the licensed corporation. Having a critical review on the above 

applicants is needed to ensure  that every RO applicant is fit and proper that has obtained adequate 

relevant industry experience.  

 

Question 9: Do you agree to confine management experience such that it only refers to hands-

on experience in supervising and managing essential regulated functions or projects in a 

business setting, including the management of staff engaging in these functions or projects? 

CompliancePlus generally agrees with the proposal to confine management experience such that it 

only refers to hands on experience in supervising and managing essential regulated functions or 

projects in a business setting, including the management of staff engaging in these functions or 

projects.  

It is believed that the management strengths and skills between managing a team of investment 

analysts and managing a group of secretaries are different. To better assess the fit and properness 

of a RO from regulatory perspective, the relevant management experience of the RO has to be 

confined to hands-on experience in supervising and managing relevant regulated activities.  
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Question 10: In respect of the proposed enhancements to the eligibility criteria for ROs and 

EOs who intend to advise on Codes on Takeovers-related matters, do you agree: 

 

(a) to increase the number of completed TC Transactions from one to two? 

 

CompliancePlus generally agrees with the proposal to increase the number of completed TC 

Transactions from one to two to tighten the industry standards on Type 6 related regulated 

activities.  

 

(b) that members of the Hong Kong Takeovers and Mergers Panel should serve on the 

Panel for at least two years in order for that experience to be considered as relevant 

experience? And 

 

We agree with the proposal that members of the Hong Kong Takeovers and Mergers Panel 

should serve on the Panel for at least two years in order for that experience to be considered 

as relevant experience. Type 6 regulated activity requires more hands on experience in 

transactions. In recent years, the industry standard for takeovers and Mergers Panel members 

can be varied that some of them are very experienced while some others are comparatively 

less experienced to supervise the TC Transactions. It is essential to require the applicants to 

have at least 2 years of experiences serving on the panel to ensure that the applicants have 

sufficient exposure on the panel. 

 

(c) that the experience acquired by the ROs, EOs and members of the Hong Kong 

Takeovers and Mergers Panel should be recent (i.e. within the last five years)? 

 

We agree with the proposal that the experience acquired by the ROs, EOs and members of 

the Hong Kong Takeovers and Mergers Panel should be recent (i.e. within the last five years). 

Regulatory landscape is evolving rapidly over the recent years especially for capital markets 

and stock markets.  
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Question 11: Do you agree with the additional examination requirement for LRs and ReIs who 

intend to undertake TC Transaction work?  

 

CompliancePlus generally agrees with the proposal to require additional examination requirements 

for LRs and Relevant Individuals (“RI”) who intend to undertake TC Transaction work.  

 

Generally, for all LRs and RIs, they will all need to take HKSI LE Paper 1 so as to be qualified. Taking 

an examination which specifically focuses on the Codes on Takeovers provides an assurance to the 

SFC that the LRs and RIs have up-to-scratch knowledge on TC Transactions. 

 

In order to be fair to the current LRs and RIs, there is a one-off grandfathering arrangement to be 

exempted from the requirement of an additional examination. All existing LRs and RIs for Type 6 

regulated activity, who have engaged in at least one completed TC Transaction throughout the 

duration of that transaction within the three years immediately preceding the effective date of the 

enhanced competence requirements, will also be exempted from taking the additional examination.  

 

Both arrangements can effectively ensure that the LRs and RIs possess sufficient knowledge on TC 

transaction related requirements.  

 

Question 12: Do you agree with the proposal to change the determination of required number 

of CPT hours to a “per individual” basis? Please provide reasons to support your view. 

 

CompliancePlus agrees to change the determining of required number of CPT hours to a “per 

individual” basis. This enhancement will assist both the SFC and licensed person to simplify the 

calculation for determination of their CPT obligation.   

 

Question 13: Do you agree with the proposal concerning minimum requirements for 

individuals? Please provide reasons to support your view. 

 

Further to our reply for Question 12, CompliancePlus generally agrees with the proposal concerning 

minimum requirements for individuals.  
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Question 14: Do you agree that individual practitioners should attend at least five CPT hours 

on topics directly relevant to their RAs every year? Please provide reasons to support your 

view. 

 

CompliancePlus generally agrees that the individual practitioners should attend at least 5 CPT hours 

on topics directly relevant to licensed person’s RAs per calendar year. The licensed person should 

be familiar with the regulated activity he or she is licensed to carry out. The CPT hours related to the 

topic on regulated activities will assist the license person to keep their industry knowledge up-to-date.  

 

In addition, CompliancePlus suggests that SFC should provide more clarification as to what 

constitutes the minimum CPT hours’ on topics directly relevant to licensed person’s regulated 

activities by giving more examples of topics.  

 

Referring to the proposal, each individual practitioner should attend at least in total 5 CPT hours on 

topics directly relevant to their RAs. However, for the individuals who are currently licensed with 

several types of regulated activities, such as Type 1, 4, 9 licensed holders, they may only complete 5 

CPT hours on topics directly relevant to only one type of the regulated activity that they are licensed 

to carry on.   

 

Hence, we suggest that the SFC shall continue using the “Regulated Activities Competence Group” 

to calculate the minimum CPT hours on topics directly relevant to licensed person’s regulated 

activities per calendar year.   

 

Question 15: Do you agree with the proposed requirements concerning CPT on ethics and 

compliance? Please provide reasons to support your view. 

 

CompliancePlus agrees with the proposed requirements concerning CPT on ethics and compliance. 

Ethic and compliance shall always be of utmost importance to the licensed individuals. We agree the 

SFC to increase their emphasise on such CPT topics in order to raise the industry awareness on the 

potential impact on any ethics and compliance breaches. This enhancement will raise the awareness 

of the licensed individuals on relevant technical standards and regulatory knowledge to carry out 

regulated activities properly.  
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We note that the SFC requires individual practitioners who are new to Hong Kong that they should 

complete at least TWO CPT hours on topics relating to ethics within the first 12 months after they 

have obtained their licences. We want to check whether this requirement will apply to someone who 

once was licensed with the SFC i.e. 10 years ago and now is recently licensed with the SFC.  

 

In addition, given that the TWO CPT hours requirement is time sensitive one, we suggest SFC to 

accept that these TWO CPT hours courses on ethics need not be offered by recognised institutions 

that the training can be provided by internal training or other external training services providers.  

 

Question 16: Do you agree with the proposed timeframe for implementation? Please provide 

reasons to support your view. 

 

CompliancePlus agrees with the proposed timeframe for implementation. It is foreseeable that this 

enhancement on competency of licensed person and CPT guideline may bring significant impacts to 

the licensed individuals and corporations. We believe that the industry would need more time to get 

prepared for the upcoming enhancement.  

 

Moreover, there is a grace period set out by the SFC for all licensed individuals who are unable to 

fulfil the annual CPT requirement by 31 December 2020 to carry forward any unfulfilled CPT hours 

for the calendar year of 2020 to 2021.  

 

Miscellaneous  

 

We appreciate that efforts to revise and amend the SFC Guidelines on Competence and the SFC 

Guidelines on Continuous Professional Training as they were introduced 20 years ago. We have 

further comments on some other changes that are listed below: 

 

• the SFC should consider imposing CPT training requirements on Manager In Charge who is 

not SFC licensed to raise the industry standard; 

 

• the SFC should broaden the CPT training topics and activities to include topics such as ESG 

related or attending any visiting trips as organized by the Recognized Institutions relating to 

new financial development initiatives such as visiting trips to the Greater Bay Area etc.; 
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• In respect of Paragraph 3.2 Key Elements of Internal Control (f) of the Proposed SFC 

Guideline on Competence, it requires the appointment of a qualified information technology 

manager who is appropriately experienced to maintain the integrity of the corporation's 

operating systems that we suggest SFC adding a note to explain whether this role can be 

additionally supported by outsourced qualified and competent IT service provider that will be 

under supervision by the IT Manager In Charge of a SFC licensed corporation;  

 

• these two Guidelines are substantially revised and amended that mark up versions are not 

available that the SFC may need to arrange virtual / face to face briefing to the industry on the 

implementation of the proposal as they may not easily understand the impact that FAQ with 

illustrative examples may be helpful to them. 

 

 

-END- 


