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CIFM Funds (the “Fund”) 

CIFM (HK) RMB Diversified Income Fund (the “Sub-Fund”) 

 

NOTICE TO UNITHOLDERS ON PROPOSED TERMINATION AND WITHDRAWAL OF 

AUTHORISATION OF THE FUND AND THE SUB-FUND 

  

This Notice is important and requires your immediate attention. If you are in any doubt about the content of this 

notice, you should seek independent professional financial advice and/or legal advice. 

 

All capitalized terms herein contained shall have the same meaning in this notice as in the Explanatory Memorandum 

of the Fund and the Sub-Fund dated November 2013, as may be amended and supplemented from time to time (the 

“Explanatory Memorandum”).  

 

CIFM Asset Management (Hong Kong) Limited, the manager of the Fund (the “Manager”), accepts full responsibility 

for the accuracy of the information contained in this notice at the date of publication and confirms, having made all 

reasonable enquiries, that to the best of its knowledge and belief there are no other facts the omission of which would 

make any statement misleading. 

__________________________________________________________________________________________________________________________________ 

 

 11 December 2019 

 

Dear Unitholders,  

 

We are writing to inform you of the proposed termination of the Fund and the Sub-Fund on or around 15 June 2020, 

subject to the PRC tax clearance as discussed in the “PRC tax settlement and clearance” section below. Based on our 

best efforts and reasonable expectations with due consideration on the timeframe needed to obtain the PRC tax clearance, 

we expect that, subject to the approval of the relevant PRC tax authorities, such tax clearance will be obtained on or 

around 28 April 2020. 

 

The proposed termination of the Fund and the Sub-Fund will only take place after the Manager, in consultation with the 

Trustee, has formed an opinion that the Fund and the Sub-Fund have no outstanding actual or contingent assets or 

liabilities upon obtaining the aforementioned PRC tax clearance. Since the PRC tax clearance is subject to the approval 

of the relevant PRC tax authorities, the exact date of termination of the Fund and the Sub-Fund could not be confirmed 

at present. Nevertheless, we will notify the Relevant Unitholder(s) (as defined under the “Process and timeline for the 

termination” section below) of the exact date of termination by means of further notice as soon as practicable after the 

PRC Tax Clearance Date (as defined under the “PRC tax settlement and clearance” section below). We will also apply 

to the SFC for the withdrawal of authorisation of the Fund and the Sub-Fund after such termination.  

 

I. Background and reason for termination of the Fund and the Sub-Fund 



 

2 
 
MAIN\LEVIRG\27425030_1.docx   

Pursuant to Clause 27.3 of the trust deed of the Fund and the Sub-Fund, and as disclosed in the Explanatory 

Memorandum, the Fund and the Sub-Fund may be terminated by notice in writing if the aggregate Net Asset Value of 

the Units of the Fund or the Sub-Fund is less than RMB65,000,000. As at 29 November 2019, the Net Asset Value of 

the Sub-Fund was RMB35,692,474.36. Due to the small fund size, we believe it is increasingly difficult to continue to 

manage the Sub-Fund in a cost-efficient manner and thus, it would be in the best interest of Unitholders to terminate the 

Sub-Fund. 

 

Given that the Sub-Fund is the only sub-fund of the Fund, the Fund will also be terminated. 

 

II. Process and timeline for the termination 

(a) Arrangement as at the date of the notice and free redemption during the notice period 

From the date of this notice, the Fund and the Sub-Fund will cease to accept any subscriptions from new investors or 

existing Unitholders and will no longer be allowed to be marketed to the public in Hong Kong. 

 

Unitholders may redeem their Units in the Sub-Fund at any time before 5:00 p.m. (Hong Kong time) on 13 January 

2020 (the “Last Dealing Day”) in accordance with the provisions of the Explanatory Memorandum. Please note that 

the authorised distributors may impose an earlier cut-off time for receiving instructions for redemption. For details in 

relation to the procedures for redemption of Units and terms relating to the payment of redemption proceeds, please 

refer to the “Redemption of Units” and “Payment of Redemption Proceeds” sections in the Explanatory Memorandum. 

Currently, there is no redemption charge on redemption. Although the Manager will not impose redemption charge in 

respect of your redemption instructions, please note that the authorised distributors may charge you redemption or 

transaction fees in respect of such instructions. For the avoidance of doubt, as the Termination Expenses Provision (as 

discussed under the “Termination and operational costs” section below) and PRC tax provisions (as discussed under the 

“PRC tax settlement and clearance” section below) have been deducted from the total assets of the Sub-Fund, the Net 

Asset Value per Unit on or before the Last Dealing Day will be net of such provisions. If you choose to redeem on or 

before the Last Dealing Day, please note that you will not receive the Excess Termination Expenses Provision Refund 

(if any) (as discussed under the “Termination and operational costs” section below) and Excess Tax Provision Refund 

(if any) (as discussed under the “PRC tax settlement and clearance” section below). You should therefore exercise 

caution and consult with your professional and financial advisors in deciding any course of actions to be taken in relation 

to your holdings of Units in the Sub-Fund. 

 

In order to begin the process of PRC tax clearance as soon as possible, the Manager will, shortly after the date of this 

notice, start to realise all the assets in the Sub-Fund. As such, please note that, shortly after the date of this notice, the 

Sub-Fund will hold mainly cash and will cease to fulfil its investment objective.  

 

(b) Distribution after the Last Dealing Day 

The Manager, after having consulted with the Trustee, will declare a distribution (“Termination Distribution”) of cash 

proceeds derived from realisation of the Sub-Fund’s assets to the Unitholders who have not redeemed their holdings of 

Units in the Sub-Fund during the notice period, but hold Units in the Sub-Fund at or after 5:00 p.m. (Hong Kong time) 

on the Last Dealing Day (the “Relevant Unitholder(s)”), of an amount equal to the Sub-Fund’s Net Asset Value per 
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Unit multiplied by the Relevant Unitholder(s)’ number of Units held in the Sub-Fund as at the Last Dealing Day. The 

Termination Distribution (other than the portion of Termination Distribution derived from realisation of the “affected 

assets” (if any) as described thereafter in this section) will be paid as soon as practicable within one calendar month 

after the Last Dealing Day (i.e. on or before 13 February 2020). Please note that there might be circumstances where 

the market(s) in which the Sub-Fund’s assets are invested is subject to legal or regulatory requirements (such as foreign 

currency controls) or the Sub-Fund’s investments are subject to exceptional market events (such as trading suspension). 

As a result, the payment of the portion of Termination Distribution derived from realisation of the assets affected by 

these special circumstances (the “affected assets”) may take more than one calendar month. In this case, the Manager 

will arrange payment of such remaining portion of Termination Distribution as soon as practicable and notify the 

Relevant Unitholder(s) of these special circumstances and the distribution arrangement by way of further notice.  

 

(c) Termination and withdrawal of the SFC’s authorisation 

On or as soon as practicable after completion of the PRC tax settlement and clearance (as described under the “PRC tax 

settlement and clearance” section below), we will issue a further notice to the Relevant Unitholder(s) to announce (1) 

the results of the PRC tax settlement and the amount of the Excess Tax Provision Refund (as defined under the “PRC 

tax settlement and clearance” section below), if any; (2) the amount of Excess Termination Expenses Provision Refund 

(as defined under the “Termination and operational costs” section below), if any; (3) the payment date for the Excess 

Tax Provision Refund (if any) and Excess Termination Expenses Provision Refund (if any); and (4) the exact date of 

termination of the Fund and the Sub-Fund. The Manager, after consultation with the Trustee, will distribute the Excess 

Tax Provision Refund (if any) and Excess Termination Expenses Provision Refund (if any) in around one month’s time 

after the PRC Tax Clearance Date. 

 

After the settlement and clearance of the PRC tax on or around the PRC Tax Clearance Date, and on the date on which 

the Manager, in consultation with the Trustee, forms an opinion that the Fund and the Sub-Fund cease to have any 

contingent or actual assets or liabilities (the “Termination Date”), the Manager and the Trustee will proceed to the final 

stage of the termination of the Fund and the Sub-Fund. The Manager expects the Termination Date of the Fund and the 

Sub-Fund to be on or around 15 June 2020. We will then apply to the SFC for the withdrawal of authorisation of the 

Fund and the Sub-Fund immediately following the Termination Date.  

 

III. Termination and operational costs 

As of the date of this notice, there are no unamortised preliminary expenses of the Fund and the Sub-Fund. 

 

The ongoing charges ratio of the Sub-Fund was 2.75% as at 30 September 2019. The ongoing charges ratio represents 

the ongoing expenses for the period from 1 October 2018 to 30 September 2019 expressed as a percentage of the average 

Net Asset Value of the Sub-Fund over the same period and is calculated based on the SFC’s guidelines for the disclosure 

and calculation of the ongoing charges figure.  

 

The Sub-Fund will bear the costs and expenses associated with the termination and the subsequent withdrawal of 

authorisation of up to 0.2% of the Net Asset Value as of 29 November 2019, estimated to be around RMB71,385. The 

amount which will be borne by the Sub-Fund will be set aside from the Sub-Fund’s assets (“Termination Expenses 
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Provision”) and deducted from the total assets of the Sub-Fund on the date of this notice. 

 

If the Termination Expenses Provision is not enough to cover the actual costs of the termination, the Manager will bear 

the shortfall. In the event that the actual costs of the termination is lower than the amount of Termination Expenses 

Provision, the Manager will, after consultation with the Trustee, make a distribution of such excess provision (“Excess 

Termination Expenses Provision Refund”) to the Relevant Unitholder(s) in around one month’s time after the PRC 

Tax Clearance Date (as defined under the “PRC tax settlement and clearance” section below). Each of the Relevant 

Unitholder(s) will be entitled to a pro-rata portion of the Excess Termination Expenses Provision Refund (if any) 

attributable to his/her holdings of Units in the Sub-Fund as at the Last Dealing Day.  

 

For the avoidance of doubt, the Termination Expenses Provision does not include any PRC tax provisions (as discussed 

under the “PRC tax settlement and clearance” section below) and the PRC tax provisions will not be used for the 

settlement of any expenses other than the PRC tax liabilities. 

 

IV. PRC tax settlement and clearance 

(a) PRC taxation 

By investing in PRC shares (including China A-Shares), Renminbi denominated corporate and government bonds, and 

securities investment funds listed on the PRC stock exchanges issued by PRC tax resident enterprise (together “PRC 

Securities”), the Sub-Fund may be subject to taxes imposed by the PRC. Tax provisions have been made for PRC taxes 

payable by the Sub-Fund based on competent and independent professional tax advice. Please refer to the “PRC Tax 

considerations” sub-section under the “Risk Factors” section and “PRC Tax Provisions” section in Appendix I to the 

Explanatory Memorandum. 

 

As at 29 November 2019, the total amount of PRC tax provisions made is RMB722,043.28, representing 2.02% of the 

Net Asset Value of the Sub-Fund, consisting of tax provision arising from:-  

 

(i) Withholding income tax on interest income – the Manager has made provision for 10% withholding tax on 

interest income derived from non-government bonds (e.g. corporate bonds and policy bank bonds) and 

deposit interest income tax. As at 29 November 2019, the amount of such provision is RMB191.21, 

representing 0.0005% of the Net Asset Value of the Sub-Fund. 

 

(ii) Value-added tax on interest income – the Manager has made provision for (1) 6% value added tax (“VAT”) 

on bond coupon interest (except PRC government bonds or local government bonds) received by the Sub-

Fund; and (2) the potential local surtaxes on VAT, 12% of the VAT amount stated in (1). As at 29 November 

2019, the amount of such provision was RMB721,852.07, representing 2.02% of the Net Asset Value of the 

Sub-Fund. 

 

No PRC tax provision is made for the capital gains on sale of PRC Securities, based on competent and independent 

professional tax advice. Please note that the amount of PRC tax provision may change during the notice period 

depending on the portfolio holdings of the Sub-Fund. However, it is not expected that there will be significant increase 
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in the PRC tax provision as the Manager will start to realise all the assets in the Sub-Fund shortly after the date of this 

notice. No further PRC tax provision will be made after realisation of all the assets in the Sub-Fund. 

 

(b) PRC tax clearance  

The Manager will perform tax filings after the Last Dealing Day, in consultation with professional tax advisors, with 

the relevant PRC tax authorities to settle the Sub-Fund’s PRC tax liabilities. If, upon the settlement of PRC tax liabilities 

with the relevant PRC tax authorities, the PRC tax provision made by the Sub-Fund as of the Last Dealing Day is not 

enough to cover the tax being charged by such PRC tax authorities, the Manager will bear the shortfall. None of the 

Relevant Unitholder(s) will be liable for any such PRC tax liability shortfall. If the PRC tax provision made by the Sub-

Fund as of the Last Dealing Day is higher than the tax charged by such PRC tax authorities, the Manager will, after 

consultation with the Trustee, make a further distribution to the Relevant Unitholder(s) (“Excess Tax Provision 

Refund”). The Excess Tax Provision Refund equals to the excess of the PRC tax provision made by the Sub-Fund over 

the actual tax charged by the relevant PRC authorities in respect of the Sub-Fund, if any. Each of the Relevant 

Unitholder(s) will be entitled to a pro-rata portion of the Excess Tax Provision Refund (if any) attributable to his/her 

holdings of Units in the Sub-Fund as at the Last Dealing Day.  

 

The Excess Tax Provision Refund (if any) will be distributed to the Relevant Unitholder(s) in around one month’s time 

after the PRC Tax Clearance Date. For the purposes of this notice, “PRC Tax Clearance Date” means the date on which: 

 

(A) any PRC tax liabilities arising from holding or selling underlying securities of the Sub-Fund has been cleared 

and settled with the relevant PRC tax authorities; or 

 

(B) it is confirmed that there will be no PRC tax liability to be borne by the Sub-Fund in this regard, 

 

in each case of (A) and (B), as a result of any final tax decision made by the relevant PRC tax authorities. 

 

The Manager expects the PRC Tax Clearance Date to occur on or around 28 April 2020. In the event that PRC tax 

clearance cannot be achieved on or around 28 April 2020, we will update the Relevant Unitholder(s) on the revised PRC 

Tax Clearance Date and the tax settlement and clearance status by way of further notice.  

 

V. Hong Kong tax implications 

Please note that under current law and practice in Hong Kong, the Fund and the Sub-Fund are not expected to be subject 

to Hong Kong tax in respect of any of the authorised activities.  

 

No tax will be payable by a Unitholder in Hong Kong in respect of dividends or other income distributions of the Fund 

or the Sub-Fund or in respect of any capital gains arising on a sale, redemption, conversion or other disposal of Units, 

except that Hong Kong profits tax may arise where such transactions form part of a trade, profession or business carried 

on in Hong Kong.  

 

The information on taxation discussed in this notice does not constitute tax advice. Please consult your own professional 
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advisors on the potential taxation consequences of the transfer, sale, redemption, conversion or otherwise disposal of 

the Units of the Sub-Fund. 

 

VI. Waiver 

While the Units of the Sub-Fund will cease dealing after 5:00 p.m. (Hong Kong time) on the Last Dealing Day, due to 

potential outstanding PRC tax liabilities that are subject to clearance from the relevant PRC tax authorities, the Fund 

and the Sub-Fund will remain in existence until the Termination Date which is expected to be on or around 15 June 

2020. The Manager will apply to the SFC for withdrawal of authorisation of the Fund and the Sub-Fund only after the 

Termination Date.  

 

Given that there will be no further subscription from the date of this notice and no further redemption after the Last 

Dealing Day, and given also that, the Sub-Fund will mainly hold cash from realisation of its assets, with a view to 

minimising further costs, fees and expenses in managing the Fund and the Sub-Fund after the Last Dealing Day and in 

the best interest of the Relevant Unitholder(s), the Manager has applied to the SFC for, and has been granted, a waiver 

from strict compliance with the following provisions of the Code on Unit Trusts and Mutual Funds (the “Code”) for the 

period from the Last Dealing Day to the date on which the SFC approves the withdrawal of authorisation of the Fund 

and the Sub-Fund (the “Deauthorisation Date”). 

 

(a) Updating of the offering documents 

 

Under 6.1 and 11.1B of the Code, the offering documents of the Fund and the Sub-Fund (consisting of the Explanatory 

Memorandum and Product Key Facts Statement of the Sub-Fund) (the “Offering Documents”) must be up-to-date and 

must be updated to incorporate any relevant changes to the Fund and the Sub-Fund. 

 

In view of the cessation of dealing of Units of the Sub-Fund after the Last Dealing Day, and there being no further 

subscription or redemption of Units of the Sub-Fund, the Manager considers that it is not necessary to update the 

Offering Documents to reflect any further changes to the Fund and the Sub-Fund. As such, the Manager has applied to 

the SFC for, and has been granted, a waiver from strict compliance with the abovementioned requirements under 6.1 

and 11.1B of the Code for the period from the Last Dealing Day to the Deauthorisation Date.  

 

Without prejudice to our other obligations as the Manager of the Fund and the Sub-Fund under 11.1B of the Code, we 

have confirmed and undertaken to the SFC that we shall:- 

 

(i) promptly notify the Relevant Unitholder(s) of any changes to the Fund and the Sub-Fund (if any) by means 

of publishing notice(s) on the Manager’s website (at www.cifm.com.hk, please note that the information 

published on this website has not been reviewed or approved by the SFC.) (each, a “Relevant Future 

Notice”); and 

 

(ii) ensure that each Relevant Future Notice shall include a statement to refer you to read this notice together 

with the Offering Documents, and any other Relevant Future Notice(s). 

http://www.cifm.com.hk/
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For the avoidance of doubt, the matters discussed above in this “Updating of the offering documents” sub-section will 

only be applicable to the Relevant Unitholder(s). 

 

We consider that the above waiver does not prejudice your interests as a Unitholder. We also confirm that, save for the 

provisions set out above, we will continue to comply with all other applicable provisions of the Code, the applicable 

provisions in the trust deed of the Fund and the Sub-Fund, and other applicable laws and regulations in respect of the 

Fund and the Sub-Fund. 

 

VII. Preparation of the annual report/interim report covering the Termination Audit Period 

Under 11.6 of the Code, the Manager is required to publish and distribute (1) annual reports to investors within four 

months of the end of the Fund’s and the Sub-Fund’s financial year; and (2) interim reports to investors within two months 

of the end of the period such interim reports cover. Since the Sub-Fund will mainly hold cash from realisation of its 

assets, with a view to minimizing operational costs, the Manager will rely on the explanatory note to 11.6 of the Code 

which permits extension of reporting period for the annual report or interim report in the case of fund termination. If the 

Termination Date falls within the first four months after the financial year end preceding the termination (the “preceding 

financial year”) or within the first two months after the interim period preceding the termination (the “preceding 

interim period”) (as the case may be), the annual report of the preceding financial year or the interim report of the 

preceding interim period (as the case may be) will be combined with the termination audit of the Fund and the Sub-

Fund respectively covering the period from 1 October of the preceding financial year or the period from 1 October of 

the preceding interim period to the Termination Date (the “Termination Audit Period”). The contents of the annual 

report or interim report (as the case may be) for the Termination Audit Period (the “Termination Audit Report”) shall 

comply with the requirements under 4.5(f), where applicable, and Appendix E to the Code and all other applicable 

provisions of the Code, other applicable laws and regulations. 

  

In the event that the reporting period of the annual report or interim report (as the case may be) is extended until the 

Termination Date as aforementioned, the Manager shall notify the Relevant Unitholder(s) by way of a notice on the 

Manager’s website (at www.cifm.com.hk, please note that the information published on this website has not been 

reviewed or approved by the SFC.) as soon as practicable before the due date for report issuance. Such notice shall 

notify the Relevant Unitholder(s) of, among other things: (1) when the Termination Audit Report will be published; (2) 

the start and end dates of the Termination Audit Period; and (3) where the Termination Audit Report, in printed and 

electronic forms, can be obtained. The Termination Audit Report shall be published on the Manager’s website as soon 

as practicable and in any event no later than two months from the Termination Date in the case where the interim report 

of the preceding interim period is combined with the termination audit or four months from the Termination Date in the 

case where the annual report of the preceding financial year is combined with the termination audit, and will remain 

published on the Manager’s website for a period of at least one year after the Deauthorisation Date. 

 

For the avoidance of doubt, except for the Termination Audit Period, the Manager will continue to arrange for the 

necessary interim and annual reports of the Fund and the Sub-Fund to be prepared in accordance with the Code until the 

Termination Date. Such reports will be made available to the Relevant Unitholder(s) who continue to hold Units in the 

http://www.cifm.com.hk/
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Sub-Fund after the Last Dealing Day. 

 

We consider that the above arrangement does not prejudice your interests as a Unitholder. We also confirm that, save 

for the provisions set out above, we will continue to comply with all other applicable provisions of the Code, the 

applicable provisions in the trust deed of the Fund and the Sub-Fund, and other applicable laws and regulations in respect 

of the Fund and the Sub-Fund. 

 

VIII. Revised Code on Unit Trusts and Mutual Funds 

The Fund and the Sub-Fund are subject to the Code issued by the SFC. The Code has been revised with effect from 1 

January 2019 (“Revised Code”) and there is a 12-month transition period for existing SFC-authorised funds to comply 

with the Revised Code. Since the Fund and the Sub-Fund will start the termination process and will not be marketed in 

Hong Kong and the Offering Documents will no longer be distributed from the date of this notice, the Offering 

Documents and the trust deed of the Fund and the Sub-Fund will not be amended to incorporate changes to comply with 

the Revised Code. 

 

IX. Additional information 

Copies of the trust deed and any supplemental deeds, all material contracts and the latest financial reports of the Fund 

and the Sub-Fund are available for inspection during normal working hours at our offices free of charge and copies 

thereof may be obtained from us upon payment of a reasonable fee. The latest Offering Documents are available on the 

Manager’s website at www.cifm.com.hk. Please note that the information published on this website has not been 

reviewed or approved by the SFC.  

 

Unitholders who have any enquiries regarding the above may contact the Manager at 7/F, No. 33 Des Voeux Road 

Central, Hong Kong or call the Manager’s hotline at (852) 3975 2121 during office hours. 

 

Yours faithfully, 

CIFM Asset Management (Hong Kong) Limited 

http://www.cifm.com.hk/

