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Hong Kong Securities and Futures Commission forms of serious misconduct have been or will be
Issues Statement on Backdoor Listings and Shell committed. Set out below are some non-exhaustive
Activities factors that the SFC considers are likely to be relevant:
On July 26, 2019, the Hong Kong Securities and Futures = whether there are any red flags indicating concealed
Commission (SFC) published a statement explaining its arrangements or understandings (such as one
general approach to utilizing its statutory powers under involving a change in control or a change in de facto
the Securities and Futures (Stock Market Listing) Rules control) between the parties involved, including the
(SMLR) and the Securities and Futures Ordinance (SFO) directors, shareholders, intermediaries and advisers
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Hong Kong Securities and Futures Commission
Bans Tu Bing for Life

On August 5, 2019, the Hong Kong Securities and

Futures Commission (SFC) has banned Mr Tu Bing (Tu),

a former associate director of UBS AG, Hong Kong
Branch (UBS AG), from re-entering the industry for life
following his conviction for bribery.

The District Court found Tu, a former client advisor of
UBS AG responsible for managing investment portfolios
of clients, guilty of soliciting and accepting illegal
commission payments of approximately HK$1.4 million
from a client for profits generated from the client’s trades
in Hong Kong stocks.

The SFC considers that Tu is not a fit and proper person
to be licensed or registered to carry on regulated
activities as a result of his criminal conviction.

The case was referred to the SFC by the Hong Kong
Monetary Authority.
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Hong Kong Monetary Authority Announces the
Implementation Progress and the Future Plans for
the Open Application Programming Interface
Framework for the Hong Kong Banking Sector

On July 31, 2019, the Hong Kong Monetary Authority
(HKMA) announced the implementation progress and
the future plans for the Open Application Programming
Interface (API) Framework for the Hong Kong Banking
Sector (the Framework).

The HKMA introduced the Framework in July 2018,
which aims to facilitate the development and wider
adoption of APIs by the banking sector. The Framework
adopts a four-phase implementation approach. Since
the launch of Phase | in January 2019 as scheduled, the
20 patrticipating retail banks have made available more
than 500 Open APIs, offering access to information of a
wide range of banking products and services.
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The 20 participating retail banks will further launch
Phase Il Open APIs by end of October 2019 as
scheduled to process applications for banking products
and services.

Since Phase Il and IV Open APIs involve access to
customer data and processing of transactions, their
implementations are more complex and require stronger
control measures. The HKMA will work with the industry
on details of API standardization in the next few months
with a view to publishing a set of technical standards in
2020.
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Hong Kong Exchanges and Clearing Limited
Welcomes Public Consultation by Shanghai Stock
Exchange and Shenzhen Stock Exchange on WVR-
Related Rules Changes

On August 2, 2019, Hong Kong Exchanges and Clearing
Limited welcomes The Stock Exchange of Hong Kong,
the Shanghai Stock Exchange (SSE) and the Shenzhen
Stock Exchange (SZSE) have reached consensus on
the criteria for Hong Kong listed companies with
weighted voting rights (WVR) to be included for the first
time in Southbound Trading of Stock Connect.

In preparation for the inclusion of WVR companies in
Southbound Trading of Stock Connect, SSE and SZSE
have made proposals for corresponding changes to their

business rules and are seeking market comments.
Following consultation and regulatory approval, the two
Mainland exchanges will amend and issue their updated
rules.

This is the latest commitment by all three exchanges to
continue to enhance the mutual market access program
between Mainland China and Hong Kong, helping
ensure the continued healthy development of the
Mainland and Hong Kong capital markets.
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Hong Kong Exchanges and Clearing Limited Rolls
out USD London Metal Mini Futures to Expand
London Metal Exchange Trading in Asian Time Zone

On August 5, 2019, Hong Kong Exchanges and Clearing
Limited (HKEX) announced the introduction of six US
dollar-denominated London Metal mini futures contracts
— aluminum, zinc, copper, nickel, tin, and lead. These
will provide additional options for investors with
exposure to base metals denominated in US dollars in
the Asian time zone and complement HKEX's existing
RMB futures products.

In order to encourage participation from London Metal
Exchange (LME) members and their clients with the
launch of the new USD London Metal Mini Futures,
Hong Kong Futures Exchange Limited (HKFE) is also
pleased to announce the reintroduction of a reciprocal
membership arrangement in conjunction with LME.
Under this reciprocal arrangement, the LME and HKFE
will waive their respective first year’s annual subscription
and application processing fees for new applicants who
already hold a membership or participantship at either
one of the Exchanges.
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Hong Kong Exchanges and Clearing Limited
Introduces Weekly Index Options from September
16, 2019

On August 7, 2019, Hong Kong Exchanges and Clearing
Limited (HKEX) announced that it plans to introduce
Weekly Hang Seng Index Options and Weekly Hang
Seng China Enterprises Index Options contracts
commencing from September 16, 2019, subject to
regulatory approval.

The introduction of these two Options, which are plain
vanilla options contracts that expire every week, will
enhance the trading needs of investors, optimizing their
risk management capabilities. The contracts can be
used to manage positions in response to short-term or
specific  events, such as economic figure
announcements and have a short time to maturity and
relatively low option premium.

Two Weekly Index Options contracts will be provided at
any time: a spot week contract that will expire on the last
business day of the current week, and a next week
contract that will expire on the last business day of the
following week, except that no Weekly Index Options
contract will be introduced if its Expiry Day is the same
as the Expiry Day of the Spot Month Contract.
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The Stock Exchange of Hong Kong Limited
Publishes Conclusions on Proposed Rule Changes
Associated with Backdoor Listing and Shell
Activities to Strengthen Long-Term Health, Quality
and Sustainability of the Market

On July 26, 2019, the Stock Exchange of Hong Kong
Limited (the Exchange), a wholly-owned subsidiary of
Hong Kong Exchanges and Clearing Limited (HKEX),
published conclusions on its consultation paper
regarding backdoor listing, continuing listing criteria and
other Listing Rule (Rule) amendments.

The Exchange will implement the consultation proposals,
with modifications, reflecting comments received, with
amendments effective on October 1, 2019. The
consultation is part of a series of measures undertaken
by the Exchange to strengthen and enhance the long-
term health, quality and sustainability of the Hong Kong
market.

The Exchange has modified some of the proposed
amendments to the continuing listing criteria to provide
exemptions for banking companies, insurance
companies and securities houses that are subject to
supervision by other regulatory authorities.

The Consultation Conclusions, respondents’
submissions, amendments to the Main Board
Listing Rules and amendments to the GEM Listing
Rules are available on the HKEX website.

The Exchange also publishes (i) three new guidance
letters to provide guidance on the application of the
Rules as amended: Guidance on application of the
reverse takeover rules (HKEX-GL104-19), Guidance on
large scale issues of securities (HKEX-GL105-19), and
Guidance on sufficiency of operations (HKEX-GL106-
19), and (ii) a frequently asked question on the notifiable
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transaction requirements relating to securities
transactions (FAQ Number 057-2019).
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The Stock Exchange of Hong Kong Limited
Announces Stock Connect Inclusion Arrangements
for A+H Companies Listed on Star Market

On July 26, 2019, the Stock Exchange of Hong Kong
Limited, Shanghai Stock Exchange, and Shenzhen
Stock Exchange announced that Stock Connect
inclusion arrangements for companies with A-shares
listed on the SSE’s Sci-Tech Innovation Board (STAR
Market), and H-shares listed in Hong Kong, have been
agreed. A+H companies that are listed on the STAR
Market will have their A-shares eligible for Northbound
trading after relevant business and technical
preparations are completed. A date for inclusion will be
announced in due course. The corresponding H-shares
in these companies will be included in Southbound
trading of Stock Connect when the Northbound
arrangements take effect.
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The GEM Listing Committee of Stock Exchange of
Hong Kong Limited Censures Mr Liang Jian Heng, a
Former Controlling Shareholder of Wan Cheng Metal
Packaging Company Limited, for Breaching the
GEM Listing Rules and the Director’s Undertaking

On July 29, 2019, The GEM Listing Committee (GEM
Listing Committee) of The Stock Exchange of Hong
Kong Limited (Exchange)

CENSURES:

Mr Liang Jian Heng (Mr Liang), a former controlling
shareholder of Wan Cheng Metal Packaging Company
Limited (Company, Stock Code: 8291) for breaching
Rule 13.16A(1)(b) of the Rules Governing the Listing of
Securities on GEM of the Exchange (GLRs) and his
undertaking dated 23 June 2017 to the Exchange and
the directors (Directors) of the Company (Undertaking)
(collectively, Breaches).

KEY FACTS

At the time of the Company’s listing on the Exchange on
July 18, 2017, Mr Liang was a controlling shareholder of
the Company. He and his brother each owned 50 per
cent of Fortune Time Enterprises Limited (Fortune Time)
which in turn held approximately 69.38 per cent of the
Company’s issued share capital.

On January 23, 2018, Mr Liang disposed of his entire
interest in Fortune Time (Disposal) and therefore ceased
to be a controlling shareholder of the Company.

REGULATORY CONCERN

The GEM Listing Committee regards the Breaches as
serious.

As a controlling shareholder of the Company, Mr Liang
was obliged to comply with his obligations under the
GLRs. In addition, having given the Undertaking to the
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Exchange and the Directors, he was obliged to
discharge his obligations thereunder. However, he
chose to carry out the Disposal, and therefore breached
GLR13.16A(1)(b) and the Undertaking, without
considering or obtaining professional advice on the
GLRs and the legal implications of the Disposal before it
took place, or seeking from the Exchange a waiver from
compliance with GLR13.16A(1)(b) and the Undertaking.
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The Listing Committee of Stock Exchange of Hong
Kong Limited Censures a Number of the Current
Directors of Amax International Holdings Limited for
Breaching the Listing Rules and the Director’'s
Undertaking

On July 29, 2019, the Listing Committee (Listing
Committee) of The Stock Exchange of Hong Kong
Limited (Exchange)

CENSURES

(1) Mr Ng Man Sun, executive director (ED) of Amax
International Holdings Limited (Company) (Stock Code:
959);

(2) Ms Ng Wai Yee, ED of the Company;

(3) Ms Yeung Pui Han Regina, independent non-
executive director (INED) of the Company;

(4) Mr Li Chi Fai, INED of the Company; and

(5) Ms Sie Nien Che, INED of the Company,
(collectively, Directors)

for:

(a) failing to apply such degree of skill, care and
diligence reasonably expected of them, in breach of
Rule 3.08(f) of the Rules Governing the Listing of
Securities on the Exchange (Exchange Listing Rules);
and

(b) failing to comply to the best of their ability with the
Exchange Listing Rules, in breach of their obligations
under the Declaration and Undertaking with regard to
Directors given to the Exchange in the form set out in
Appendix 5B to the Exchange Listing Rules.

REGULATORY CONCERN

The Listing Committee regards the breaches in this
matter as serious:

(a) Directors are responsible for preparing the
company’s financial statements. Code Provision C.1.3
of the Corporate Governance Code, Appendix 14 to the
Exchange Listing Rules requires directors to
acknowledge the responsibility in the issuer’s Corporate
Governance Report which the Directors did so in the
FY2012/13 to FY2017/18 Reports. They should
therefore adopt a proactive approach and take action in
a timely manner to address any issues giving rise to a
disclaimer of opinion by auditors but this was not the
case in respect of the Directors.

(b) An issuer’s financial statements in an annual report
should provide a true and fair view of the issuer’s state
of affairs and of the results of its operations and its cash
flow. A disclaimer of opinion by auditors on an issuer’s
financial statements deprives the shareholders and
investing public of the right to quality information relating
to the issuer to appraise the issuer’s position and to
make informed investment decisions, and in turn
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destroys transparency, trust and confidence in the
market. The market impact is significant given that the
Company's shares were actively traded on the
Exchange during this prolonged period.

(c) The Company and the Directors have already had
more than sufficient time to resolve a disclaimer of
opinion (Disclaimer) issued by its auditors, which was
due to, among other issues, the fact that the Company
had been unable to (a) access the financial information
of its associate company (ie Greek Mythology (Macau)
Entertainment Group Corporation Limited (Greek)) for
the auditors to complete the audit, and (b) demonstrate
the recoverability of the amount due from Greek (i.e. the
Indebtedness), but to no avail. The Company’s
announcement of September 4, 2017 and the
FY2017/18 Report (published on July 30, 2018) suggest
that the Disclaimer will carry on for at least another year
and without a definite end for the time being. In the
circumstances, the Listing Committee considered that
directions should be made to ensure that (i) the Directors
discharge their duties under Rule 3.08(f) diligently in
respect of the Company’s financial reporting obligations,
(i) the Company’'s financial statements in its annual
reports will not be subject to the Disclaimer for any
further prolonged period; and the integrity of the market
is protected.
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=en

Stock Exchange of Hong Kong Limited Publishes
Consultation Paper on Codification of General
Waivers and Principles Relating to IPOs and Listed
Issuers and Minor Rule Amendments

On August 2, 2019, the Stock Exchange of Hong Kong
Limited (the Exchange) published Consultation Paper
on Codification of General Waivers and Principles
relating to IPOs and Listed Issuers and Minor Rule
Amendments (Consultation Paper).

The Consultation Paper seeks comments on the
proposed codification of:

(i) a number of waivers with general effect previously
approved by the SFC;

(ii) the principles and conditions underpinning a number
of waivers that have been granted by the Exchange on
more than one occasion; and
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(iif) minor Rule amendments.

The Consultation Paper also contains proposals on a
number of housekeeping amendments to the Rules to
correct clerical errors and update outdated references.

Interested parties are invited to submit their comments
in writing by September 27, 2019.
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Former Real Estate Investment Trusts Manager and
Executives Settle U.S. Securities and Exchange
Commission Charges for More Than US$60 Million

On July 16, 2019, the U.S. Securities and Exchange
Commission (SEC) charged AR Capital LLC (AR
Capital), its founder Nicholas S. Schorsch (Schorsch),
and its former CFO Brian Block (Block) with wrongfully
obtaining millions of dollars in connection with two
separate mergers between real estate investment trusts.

Without admitting or denying the allegations in the
complaint, AR Capital, Schorsch, and Block agreed to
settle the matter by cumulatively agreeing to over US$60
million in disgorgement, prejudgment interest and civil
penalties.
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Source 3j&: sec.gov/news/press-release/2019-133

U.S. Securities and Exchange Commission
Proposes to Modernize Disclosures of Business,
Legal Proceedings, and Risk Factors Under
Regulation S-K

On August 8, 2019, the U.S. Securities and Exchange
Commission announced to propose rule amendments to
modernize the description of business, legal
proceedings, and risk factor disclosures that registrants
are required to make pursuant to Regulation S-K.

The proposal will have a 60-day public comment period
following its publication in the Federal Register.
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Source 3 ;&: sec.gov/news/press-release/2019-148

Financial Conduct Authority of the United Kingdom
Launches Consultation Guiding Firms on the Fair
Treatment of Vulnerable Customers

On July 23, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom has launched a consultation on
proposed guidance for firms on the fair treatment of
vulnerable customers.

The guidance sets out the FCA'’s view of what the FCA
Principles require of firms to ensure that vulnerable
consumers are consistently treated fairly across
financial services sectors.
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The guidance will be consulted on in 2 stages and the
FCA is asking for comments on this first stage of the
consultation by October 4, 2019.
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Source 3&;&: fca.org.uk/news/press-releases/fca-launches-
consultation-guiding-firms-fair-treatment-vulnerablecustomers

Financial Conduct Authority of United Kingdom
Fines Standard Life Assurance Limited £30 Million
for Non-Advised Pension Sales Failures

On July 23, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom has fined Standard Life
Assurance Limited (SLAL) £30,792,500 for failures
related to non-advised sales of annuities.

SLAL failed to put in place adequate controls to monitor
the quality of the calls between its call handlers and non-
advised customers. SLAL failed to provide some
customers with appropriate information about enhanced
annuities, including the option to shop around for a
better deal.

SLAL voluntarily agreed to pay redress to those
customers who were likely to have suffered, or did suffer,
loss as a result of its failures. As at May 31, 2019, SLAL
had paid approximately £25.3 million to 15,302
customers.
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Source 3j&: fca.org.uk/news/press-releases/fca-fines-
standard-life-assurance-limited-30-million

Financial Conduct Authority of United Kingdom
Announces Extension to its Use of the Temporary
Transitional Power

On July 25, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom confirmed it intends to extend the
proposed duration of the directions issued under the
temporary transitional power to the December 31, 2020.
Other than the additional time the FCA's approach
remains unchanged.

The FCA will publish further information before exit day
on how firms should comply with post-exit rules.
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Source 3j&: fca.org.uk/news/press-releases/fca-announces-
extension-its-use-temporary-transitional-power

Financial Conduct Authority of the United Kingdom
Provides Clarity on Current Cryptoassets
Regulation

On July 31, 2019, the Financial Conduct Authority of the
United Kingdom is publishing Final Guidance which sets
out the cryptoasset activities it regulates. The Final
Guidance provides greater clarity on what is and isn't
regulated.

Consumers should be mindful of the absence of certain
regulatory protections when considering purchasing
unregulated cryptoassets. Unregulated cryptoassets
(e.g. Bitcoin, Ether, XRP etc.) are not covered by the
Financial Services Compensation Scheme.
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Source &j&:
fca.org.uk/news/press-releases/fca-provides-clarity-current-
cryptoassets-regulation

European Securities and Markets Authority
Consults on Performance Fee Guidelines for Retail
Funds

On July 16, 2019, the European Securities and Markets
Authority (ESMA) launched a public consultation on draft
guidelines on performance fees under the Undertakings
for Collective Investments in Transferable Securities
(UCITS) Directive.

ESMA'’s draft guidelines aim to harmonize the way in
which performance fees can be charged to the UCITS
and its investors while ensuring common standards of
disclosure.

ESMA’s draft guidelines propose common criteria to

promote supervisory convergence in the following areas:

e general principles on performance fee
calculation methods;

e consistency between the performance fee
model and the fund’s investment objectives,
strategy and policy;

o frequency for the
crystallization and payment;

e the circumstances where a performance fee
should be payable; and

o disclosure of the performance fee model.

performance  fee

ESMA will consider the feedback it receives to the
consultation in Q4 2019.
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Source EjE:
esma.europa.eu/press-news/esma-news/esma-consults-
performance-fee-guidelines-retail-funds-seeking-greater

European Securities and Markets Authority Readies
Stress Testing Requirements for Money Market
Funds

On July 19, 2019, the European Securities and Markets
Authority has issued two sets of guidelines regarding the
stress testing of money market funds and reporting on
money market funds to national competent authorities,
aimed at ensuring a coherent application of the Money
Market Fund (MMF) Regulation.

The guidelines will ensure that the same level of care,
risk management, and stress testing is applied across
the European MMF sector. MMFs need to report their
stress test results by 2020.
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Source Ej&:
esma.europa.eu/press-news/esma-news/esma-readies-
stress-testing-requirements-money-market-funds

Singapore and Kenya Establish Cooperation on
Developing Digital Infrastructure

On July 17, 2019, the Monetary Authority of Singapore
and the Central Bank of Kenya have inked a FinTech
Cooperation Agreement to support digital infrastructure
development in Kenya.

The two central banks will collaborate to develop basic
digital infrastructure services for Kenya, including
identity, data and Know-Your-Customer utility, based on
a set of common standards.
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Source FK&:
mas.gov.sg/news/mediareleases/2019/singapore-and-kenya-
establish-fintech-cooperation-at-inaugural-afro-asia-fintech-
festival

Monetary Authority of Singapore Issues New Rules
to Strengthen Cyber Resilience of Financial Industry

On August 6, 2019, the Monetary Authority of Singapore
issued a set of legally binding requirements to raise the
cyber security standards and strengthen cyber
resilience of the financial sector.

It is mandatory for financial institutions to comply with
the following requirements:
e establish and implement robust security for IT
systems;
e ensure updates are applied to address system
security flaws in a timely manner;
e deploy security devices to restrict unauthorized
network traffic;
e implement measures to mitigate the risk of
malware infection;
e secure the use of system accounts with special
privileges to prevent unauthorized access; and
e strengthen user authentication for critical
systems.

Financial institutions have 12 months to put these
measures in place before the requirements come into
effect on August 6, 2020.
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Source Ej&:
mas.gov.sg/news/media-releases/2019/mas-issues-new-
rules-to-strengthen-cyber-resilience-of-financial-industry

Monetary Authority of Singapore Launches
Sandbox Express for Faster Market Testing of
Innovative Financial Services

On August 7, 2019, the Monetary Authority of Singapore
(MAS) launched Sandbox Express to provide firms with
a faster option to test innovative financial products and
services in the market. Eligible applicants can begin
market testing in the pre-defined environment of
Sandbox Express within 21 days of applying to MAS
instead of taking a longer time to customize their
sandboxes under the existing FinTech Regulatory
Sandbox.

MAS will closely monitor the utilization of Sandbox
Express to ensure that it meets the evolving needs and
interests of the financial industry.
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Source &jR:
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financial-services

People's Bank of China Official Interprets Measures
for Further Opening Up of the Financial Sector

On July 20, 2019, as China will further facilitate the
investments of foreign-funded institutions in the inter-
bank bond market, an official from the People’s Bank of
China (PBC) interpreted the measures as follows.
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1. Foreign-funded institutions will be permitted to
conduct credit rating business on all types of bonds in
China’s inter-bank and exchange bond markets.

It is a pivotal measure of China to open up its financial
market through promoting the opening-up of the credit
rating market and supporting foreign credit rating
agencies’ entry into China'’s inter-bank and exchange
bond markets as well as their conduction of credit rating
on all types of bonds. Credit rating is an important
fundamental institutional arrangement of the financial
market. As the internationalization of China’s financial
market speeds up, introducing international credit rating
agencies (CRAs) to China’s credit rating market will help
satisfy diversified demands of international investors
and improve the rating quality of China’s credit rating
industry, thus benefiting the regulated and healthy
development of China’s financial market.

Going forward, the PBC and the China Securities
Regulatory Commission (CSRC) will advance the
opening-up of the credit rating sector, continuously
expand the rating scope of foreign CRAs, permit more
qualified foreign CRAs to conduct all kinds of credit
rating businesses in China’s inter-bank and exchange
bond markets, push for a higher level of openness in the
financial sector and promote the regulated and healthy
development of China’s financial market.

2. Foreign institutions will be permitted to obtain Type-A
lead underwriting licenses in the inter-bank bond market.

In order to beef up the opening-up in financial service
sector, the PBC has guided the NAFMII to study
expansion of business scope of foreign-funded banks.
After market evaluation, eligible foreign banks will be
granted Type-A lead underwriting licenses, which
permits them to expand business from debt financing
instruments of overseas non-financial enterprises to all
categories of debt financing instruments. Meanwhile,
given that overseas parent companies of foreign-funded
banks are interconnected in business with their
subsidiaries in China, they will enhance examination on
parent companies in terms of rules. The measure is
going through procedures and will be released in the
near future.

Permitting foreign banks to conduct Type-A lead
underwriting business will enhance foreign institutions’
capacity to serve China’s real economy, enable them to
participate in China’s economic growth in a wider and
deeper manner and push forward the supply-side
structural reform in the financial sector. It will also bring
in more overseas investment to finance domestic
enterprises through bond issuance, thus facilitating the
financing and cost cut of the real economy and easing
difficulties in and high costs of financing. Meanwhile, it
will bolster the sharing of achievements and
opportunities of China’s economic growth with the

international community, promote economic
globalization, and achieve mutual benefits and win-win
results.

3. China will further facilitate the investments of
overseas institutions in the inter-bank bond market.

In order to further facilitate the investments of overseas
institutions in the inter-bank bond market and raise
investment efficiency, it is necessary to integrate policy
requirements of various channels and connect bond
accounts as well as fund accounts. To that end, the PBC,
collaborated with the State Administration of Foreign
Exchange (SAFE), has drafted the Notice on Issues
Concerning Further Facilitating Investments in the Inter-
bank Bond Market by overseas Institutional Investors
(Draft for Consultation) (Notice) after soliciting the
opinions of settlement agents, custodians and overseas
institutional investors. In addition, the PBC sought public
comments on the Notice in May 2019 on its official
website. The Notice is scheduled to be released and
implemented soon.

The Notice addressed problems surrounding bond
transfer, fund transfer, and repeated filing through
different investment channels by single foreign
institutional investor, thus facilitating investments in
Chinese markets by overseas investors and reflecting
the requirement of high-level opening-up of the financial
market.
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Source FK&:
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Shenzhen Stock Exchange and Shanghai Stock
Exchange Publish 2019 Q2 Report on Stock pledged
Repo Risk Analysis

On August 6, 2019, to strengthen risk monitoring,
research and judgment, Shanghai Stock Exchange
(SSE) and Shenzhen Stock Exchange (SZSE) have
summed up the characteristics of the stock pledged repo
risk of SSE and SZSE in Q2.

1. Risk from closing positions was controllable, but the
credit risk of some controlling shareholders needed to
be further mitigated

In Q2, stock indexes fluctuated within a certain range
due to various factors, but stock pledge risk continued to

be mitigated on the whole, following the trend in the
previous year.

e Business continued to scale down, and the
proportion of the closed amount was low.

e Greater efforts are needed to defuse the risks
that are concentrated on some listed companies’
controlling shareholders.

e Bailout coverage was further expanded, but the
depth needs to be expanded.

2. All parties should work together to defuse the stock
pledge credit risk of controlling shareholders

The key to forestall and defuse stock pledge risk is to
defuse the credit risk of some listed companies’
controlling shareholders. Relevant parties should fulfill
duties conscientiously, implement measures
comprehensively and play a greater role.

e Shareholders should respect the market and
identify and handle risks as early as possible.

e Securities companies should give play to their
comprehensive advantages and combine
shareholder bailouts with the improvement of
the quality of listed companies.

Various institutions participating in bailouts should
further increase efforts, strengthen cooperation with
local governments while sticking to the principles of
market-based operations and rule of law, improve
internal incentive and constraint regulations, due
diligence and discharge systems, etc., combine fund
investment with industry support, promote risk defusing
through product innovation, and provide support for the
risk defusing of listed companies or their controlling
shareholders.
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Australian Securities and Investments Commission
Consults on New Guidance for Companies on
Whistleblower Policies

On August 7, 2019, the Australian Securities and
Investments Commission (ASIC) is calling for public
input on its proposed guidance on the new legal
obligation on companies to implement a whistleblower

policy.

Public companies, large proprietary companies and
corporate trustees of registrable superannuation entities
must implement a whistleblower policy and make it
available to their officers and employees by January 1,
2020.

Whistleblower policies help:

e ensure whistleblowers are protected

e encourage whistleblowers to come forward

e reveal and address misconduct occurring within
companies

e deter wrongdoing within companies, by
increasing the likelihood that wrongdoing will be
reported

e improve compliance with the law

o foster a more ethical culture.

ASIC also seeks feedback about exempting public
companies that are small not-for-profits or charities from
the requirement to have a whistleblower policy.

The consultation is open for six weeks, with comments
due by September 18, 2019.
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Source K j&:
asic.gov.au/about-asic/news-centre/find-a-media-
release/2019-releases/19-205mr-asic-consults-on-new-
guidance-for-companies-on-whistleblower-policies

Australian Securities and Investments Commission
Sues Australia and New Zealand Banking Group
Limited for Misrepresentations and Unconscionable
Conduct over Account Fees

On July 25, 2019, the Australian Securities and
Investments Commission (ASIC) confirmed that it has
now commenced proceedings against Australia and
New Zealand Banking Group Limited (ANZ). In these
proceedings, ASIC will allege ANZ was not entitled to
charge certain periodic payment fees under the Bank’s
contracts with its customers.

ASIC alleged that between July 26, 2013 and February
23, 2016, ANZ unlawfully charged the fees on at least
1,340,087 occasions.

ASIC further alleged that ANZ did not:

e provide written notification of the existence of a
possible issue in relation to the fees to ASIC
until February 14, 2014;

e commence notifying affected customers about
the issue until at least September 23, 2015;

e change its terms and conditions to permit the
charging of the fees until February 23, 2016;
and

e commence making remediation payments in
relation to the unlawfully charged fees until
August 2016.
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The proceeding will be listed for directions on a date to
be determined by the Court.
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Financial Action Task Force Updates its Risk-based
Approach Guidance

On June 26, 2019, the Financial Action Task Force
(FATF) updated its Guidance of the following:
e Risk-based Approach for Legal Professionals
e Risk-based Approach for the Accounting
Profession
e Risk-based Approach for Trust and Company
Service Providers

The FATF provides guidelines to countries, competent
authorities, and industry for the design and
implementation of a risk-based AML/CFT regulatory and
supervisory framework.
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Vietnam Launches Government Bond Futures at the
Hanoi Stock Exchange

On July 9, 2019, the State Securities Commission of
Vietham organized the ceremony to launch 5-year
Government bond futures at the Hanoi Stock Exchange.

The launching of the first derivative product in Vietnam
offers investors another instrument for investment and is
an effective hedging tool in the bond market, especially
for institutional investors.
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Swiss Financial Market Supervisory Authority
Reviews Effectiveness of the “Direct transmission”
Circular

On July 19, 2019, the Swiss Financial Market
Supervisory Authority is reviewing the effectiveness and
application of the “Direct transmission” circular, which
set out the criteria supervised institutions may transmit
non-public information to foreign authorities and entities.

As part of this ex-post evaluation, stakeholders can
provide their opinions by September 13, 2019.

Wt emMTHEEEERRN ERRE BRNFHM
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Abu Dhabi Global Market Welcomes Digital Bank
Applications to its International Financial Center

On July 10, 2019, the Financial Services Regulatory
Authority (FSRA) of Abu Dhabi Global Market
announced and welcomed local and global applications
to establish digital banks in its International Financial
Center.

To assure high quality applicants that meet prudential
requirements and safeguard systemic stability, the
FSRA will require a base capital requirement of US$10
million, robust governance structures, compliance and
risk management policies, IT security measures, and
certain mandatory senior management appointments.

Depending on the type of innovative solutions to be
provided, all applicants will be assessed appropriately
for a digital banking license.
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Source &&:
adgm.com/media-center/announcement-listing-page/media-
releases/adgm-welcomes-digital-bank-applications-to-its-
international-financial-centre

Abu Dhabi Global Market Releases Regulatory and
Governance Regime for Robo-Advisors

On July 15, 2019, the Financial Services Regulatory
Authority (FSRA) of Abu Dhabi Global Market has

issued its regulatory framework for Digital Investment
Managers (also known as robo-advisors).

The guidance outlines the key following areas: -
e regulatory permissions that may be required to
provide digital investment services
e authorization criteria in key existing areas of
technology = governance, suitability and
disclosure, and newer areas such as algorithm
governance.

The FSRA’s requirements, with respect to algorithm
governance, are closely calibrated to match
international best practices and incorporate principles of
fairness, transparency and accountability.
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Source KJ&:
adgm.com/media-center/announcement-listing-page/media-
releases/adgm-releases-regulatory-and-governance-regime-
for-robo-advisors

Abu Dhabi Global Market Deepens Financial
Collaborations and Economic Ties with Key
Institutions in China

On July 22, 2019, the Abu Dhabi Global Market (ADGM)
announced key collaborations and ties with strategic
Chinese institutions. The new partnerships and
agreements are with the National Development and
Reform  Commission, China National Nuclear
Corporation, and China Everbright Group.

These collaborations demonstrate ADGM’s commitment
in reinforcing the positive China-UAE economic ties and
supporting mutually sustainable projects between the
two countries.
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Source &J&:
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Dubai Gold & Commodities Exchange Signs
Memorandum of Understanding with  Multi
Derivatives Exchange Nepal

On July 15, 2019, the Dubai Gold & Commodities
Exchange (DGCX) and the Multi Derivatives Exchange
Nepal (MDX), a proposed derivatives exchange in Nepal
that has applied for a regulatory license from Securities
Board of Nepal to operate a commodities and
derivatives exchange, announced the signing of a
Memorandum of Understanding (MoU), agreeing to
collaborate and share knowledge on areas of mutual
benefit surrounding commodity trading.

Under the MoU, DGCX will work closely with MDX in
areas of shared interest including trading, clearing,
settlement, delivery of contracts, compliance and
surveillance, contract design and pricing, technology,
and risk management.
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Insurance Authority of Hong Kong Publishes
Consultation Conclusions of the Guidelines on “Fit
and Proper” Criteria and Continuing Professional
Development Requirements for Licensed Insurance
Intermediaries

On July 31, 2019, the Insurance Authority (IA) of Hong
Kong published the consultation conclusions in respect
of two draft regulatory instruments - the Guideline on “Fit
and Proper” Criteria for Licensed Insurance
Intermediaries under the Insurance Ordinance (Cap. 41)
and the Guideline on Continuing Professional
Development for Licensed Insurance Intermediaries.

In future, new licensees must attain a standard of Level
2 or above for five subjects in the Hong Kong Diploma
of Secondary Education Examination (including Chinese
or English and Mathematics), while new Responsible
Officers of insurance agencies and broker companies
must possess a bachelor degree in addition to the
requisite experience. The proposed organizational
competence requirements on insurance agencies and
broker companies also received widespread
endorsement.

Similarly, broad agreement was expressed on the
proposal to increase the minimum Continuing
Professional Development (CPD) hours from 10 to 15
per vyear (including three hours on “ethics or
regulations”), and the acceptance of e-learning courses
for this purpose.

In order to facilitate implementation, certain exemptions
and transitional arrangements are provided for existing
practitioners. The two guidelines will take effect
immediately upon commencement of the new statutory
regulatory regime for insurance intermediaries on
September 23, 2019, except for the new minimum CPD
hours which will come into operation on August 1, 2021.
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The Stock Exchange of Hong Kong Limited Issues
Announcement in Relation to the Matter of China
Nonferrous Metals Company Limited Cancellation of
Listing

On August 14, 2019, the Stock Exchange of Hong Kong
Limited (the Exchange) announced that with effect from
9:00 am on August 16, 2019, the listing of the shares of
China Nonferrous Metals Company Limited (Company)
(Stock Code: 8306) will be canceled under GEM Listing
Rule 9.14.

Trading in the Company’s shares has been suspended
since April 1, 2015. Accordingly, dealings in the
Company’s shares have been suspended for over 4
years.

On May 7, 2018, the Company submitted a resumption
proposal (Proposal) to the Exchange involving an
acquisition which constitutes a reverse takeover and a
new listing application.

On May 18, 2018, the Exchange allowed the Company
to submit a new listing application relating to the
Proposal (but not any other proposal) by June 30, 2018.
If the Company fails to do so or the Proposal fails to
proceed for any reasons, the Exchange will proceed with
canceling the Company’s listing.

On June 29, 2018, the Company submitted the new
listing application for the Proposal. On November 30,
2018, the Company announced the potential offeror’s
decision not to pursue the reverse takeover under the
Proposal.

On December 3, 2018, the Company submitted another
resumption proposal involving a reverse takeover (New
Proposal). On December 7, 2018, the GEM Listing
Committee considered the Proposal no longer viable as
the reverse takeover under the Proposal would not
proceed. The New Proposal is a different resumption
proposal. Therefore, the Listing Committee decided to
cancel the listing of the Company’'s shares on the
Exchange.

On March 21, 2019, the GEM Listing (Review)
Committee upheld the GEM Listing Committee’s
decision to cancel the listing of the Company’s shares
on the Exchange. On March 27, 2019, the Company
sought a review of the delisting decision by the Listing
Appeals Committee. On August 9, 2019, the Listing
Appeals Committee upheld the GEM Listing (Review)
Committee’s decision to cancel the listing of the
Company’s shares on the Exchange. Accordingly, the
Exchange will cancel the Company’s listing with effect
from 9:00 am on August 16, 2019.

The Exchange has requested the Company to publish
an announcement on the cancellation of its listing.

The Exchange advises shareholders of the Company
who have any queries about the implications of the
delisting to obtain appropriate professional advice.
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Hong Kong Securities and Futures Commission
Reprimands and Fines Sincere Securities Limited
HK$5 Million for Internal Control Failings

On August 15, 2019, the Hong Kong Securities and
Futures Commission (SFC) has reprimanded and fined
Sincere Securities Limited (SSL) HK$5 million for a

series of internal control failings and regulatory breaches.

The disciplinary action followed an SFC investigation
into an investor's complaint concerning the conduct of a
former account executive of SSL. The SFC found that
SSL did not require its account executives to obtain
clients’ written consent before transferring their funds
maintained at SSL to their gold trading accounts opened
with its associated company.

At the SFC’s request, SSL engaged an independent
reviewer to conduct a review of its internal control
systems and procedures. The independent review and
a separate review by the SFC identified deficiencies
across 14 areas of SSL’'s business operations and
internal controls for the period between October 2015
and December 2016.

Examples of the deficiencies include:

e The Compliance and Procedural Manual of SSL
was outdated and failed to capture the
regulatory requirements that came into effect
after May 2009;

e SSL did not have specific procedures to filter,
analyze and monitor staff dealing activities;

e SSI failed to segregate the sales, dealing and
settlement functions effectively with the result
that its account executives handling client
orders also handled clients’ fund deposits and
withdrawals; and

e SSL had no written procedures to prohibit its
staff from receiving client order instructions
through mobile phone when they are on the
trading floor. Some client order instructions
were received through mobile phone
applications, such as WhatsApp messenger,
while they were in SSL’s office but no

contemporaneous record of the order details
was maintained.

The SFC considers that SSL’s systems and controls
were inadequate and failed to ensure compliance with
the applicable regulatory rules and requirements.

In deciding the disciplinary sanctions, the SFC took into
account all relevant circumstances, including:

e SSl's agreement to engage an independent
reviewer to review its internal control systems
and procedures;

e SSL has taken remedial actions to address the
deficiencies identified,;

e SSL had compensated the affected client in the
complaint case, and there is no evidence
suggesting other SSL’s clients having suffered
losses as a result of the identified deficiencies;

e SSL'’s cooperation with the SFC in resolving its
concerns; and

e SSL'’s otherwise clean disciplinary record.
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Shanghai Stock Exchange Terminates STAR Market
IPO Review of Relevant Companies by Law

On July 29, 2019, regarding four companies and their
sponsors filed with the Shanghai Stock Exchange (SSE)
for withdrawing their applications and sponsorships for
issuance and listing on the SSE STAR Market
successively, according to Article 67 of the SSE Rules
for Issuance and Listing Review of Stocks on the SSE
STAR Market, the SSE decided to terminate the review
of the companies for issuance and listing on the SSE
STAR Market. The four applicants are Beijing Papaya
Mobile Technology Co., Ltd., Hejian Technology
(Suzhou) Co., Ltd., Beijing NKD Pharmaceutical Co.,
Ltd., and Beijing Speechocean Technology Co., Ltd.

According to the existing review rules, standards and
mechanisms, if the review inquiries found that an issuer
fails to provide reasonable explanations for the issuance
conditions, listing conditions and major information
disclosure that the SSE pays special and sustaining
attention to during the review, or the evaluated and
disclosed information about the company's
technological innovation and advancement are
obviously not in line with the positioning of the SSE
STAR Market, the application may be rejected according
to laws as a result. In general, the withdrawal of the
application for issuance and listing is the choice of
relevant companies after comprehensively considering
the review situations and their own conditions. It is learnt
that the applicant takes into consideration some
important factors as it makes choices and judgments.
These factors include the key issues that the SSE shows

great concerns about and reasonable suspicions in the
review inquiries and the possible review outcomes. It
fully demonstrates that the open inquiry-based review
has played its designed role as an entrance to the SSE
STAR Market. As with the consequence of law-based
application rejection, the issuers’ withdrawal of the
applications for issuance and listing will also result in the
termination of the relevant review for issuance and
listing. If an issuer or its intermediary is found to have
violated the rules during the review, the SSE will deal
with the matter in accordance with the rules, whether or
not the application is withdrawn.

In accordance with the reform requirements for piloting
the registration-based IPO system, the SSE will continue
to steadily and efficiently push forward the review for
issuance and listing on the SSE STAR Market while
carry outing the work evaluation to review experiences
and make improvements. Specifically, the SSE will focus
on the underlying requirements for the market
orientation and the rule of law, work with all market
participants to further improve the quality of the issuers’
information disclosure, the intermediaries' practice and
the issuance and listing review and keep in mind the
positioning of the SSE STAR Market to promote its
sound development.
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Information in this update is for general reference only
and should not be relied on as legal advice.
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