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The Stock Exchange of Hong Kong Limited Issues
Consultation Paper on Review of Listing Rules
relating to Disciplinary Powers and Sanctions

On August 7, 2020, The Stock Exchange of Hong Kong
Limited Issued a consultation paper in relation to
proposed changes in respect of the Exchange’'s
disciplinary regime (the Consultation Paper).

The Consultation Paper follows a wide-ranging review of
the Exchange’s disciplinary powers and sanctions under
Chapter 2A of the Listing Rules, to ensure that the
disciplinary regime continues to remain robust and
effective.

“The Exchange’s disciplinary regime, set out under our
Listing Rules, has been in place for some time without
major changes. Through this exercise, we hope to take
a holistic view of our regime, with the focus on ensuring
that it remains fit for purpose, continues to promote
market quality and aligns with stakeholder expectations
and international best practice,” said HKEX Head of
Listing, Bonnie Y Chan.

“We aim to have at our disposal a broad spectrum of
disciplinary sanctions, so that we can protect the
integrity of our markets and the investing public, as well
as to promote strong corporate governance and deter
misconduct,” said Ms. Chan.

The Consultation Paper seeks comments on a number
of proposals and enhancements, with a particular
emphasis on strengthening the Exchange’s powers to
hold accountable, and impose appropriate sanctions on,
individuals responsible for misconduct and breaches of
the Listing Rules.

Amongst other things, this includes proposals to
augment the range of reputational sanctions available,
and to ensure that disciplinary action can be brought
against individuals, including members of senior
management who are not directors, who cause or
knowingly participate in a contravention of the Listing
Rules.
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The Exchange invites broad market feedback on its
proposals. The public comment period ends on Friday,
October 9, 2020.

Key Proposals:

- Lowering existing thresholds for public statements
regarding individuals;

- Enhancing follow-on actions in relation to public
statements regarding individuals;

- Removing existing thresholds for denying the facilities
of the market to listed issuers;

- Introducing director unsuitability statements against
individuals;

- Enhancing disclosure requirements for directors and
senior management members subject to public
sanctions;

- Introducing secondary liability for Rule breaches; and
- Expanding the disciplinary regime to new parties such
as guarantors of structured products and parties who
enter into an agreement or undertaking with the
Exchange.

Currently, the Exchange may impose a ban relating to
professional advisers, but it is confined to representing
a specified party only and hence its deterrent value is
limited. The Exchange proposes to extend the ban on
professional advisers to cover banning of representation
of “any or a specified party” over certain period.

Many of the proposals may have wide implications to the
market and professionals. We suggest that enhanced
guidelines and safeguards towards due process should
be introduced to strengthen the integrity and fairness of
relevant disciplinary proceedings.

EEARAXRZMERAFVHEEXRNEELINOR
TR E X MF

2020 E 8 B 7 H, BRAMAXRZABRAS (BEXZFT)
MBWEBITRZFNLENF T L EZEXHE (FAX
%) .



J M L

BT (LR B A BT rALEL
DRARFBEREL S TENRT, NWBREXLE
MHIFER R R B,

ERXG LT EEHRBESRT [BXFRE (£
MUY BIHNLEVFES —BRNEREHELEERNE
B, BEXRENE, BMNHEEERINE XN EHEY
BIE, #EERTHRE, FEFENENHERSE
FREEA . |

BREERET [BONBERRCHRIFENEZA—&
FIMLEFIHIER, RERBRREREKZETTHH
FIERE, RERFAVER, FXKLTAEEMTE
A |

B ZIMEW R IGRIEREATHRL, HFE
BRI RIA LRGSR ER (ETHNU) 6
TARNBRNN, UREMELNTIR, ETEHE 28
WH REEMFRAEE, MERRTNELZ AL
RRMLREED T, BRASHEESE. BESTER
(EFRNY HAEMBENBERATSE5ER (LR
NESREEEHRR.

DTGB ARKERBWIRZEL . E8ET 2020 F
10898 (BHh) &R,

MNEITLE RS TR ZW R NsREHmIN T

- FEARILES X DA S AT R 13K

-IER AN AR AT R R ER#H1TEN;
-BUBITELE ERRTAERTHRIEN XK
SERRHMAD BN LTHNEEAEEHER,

IR R B AFHRNEERSREERRRMKENE
-SINER (ETARN) MEERE &

B ENGINEREEY K, BHMEHMN~ REER
A SEZFEITIMUEURENR X &I HEEER,

Al BT LSRR TR ERREE
M—HE77, ALHEBRORERN. KRXAEWYT X
xtEWERE ESTEE, DUREZE L[ E—E#
FRAIE A EISTEE HF T HRERN.

BB TSN T HELFR =4 ZHEm. &
IR SIS X IE H 72 PRy EE5R I8 5| AR EHEIE,
MR R LR PO AMENALEM,

Source XjRg:

https://www.hkex.com.hk/-/media/HKEX-
Market/News/Market-Consultations/2016-Present/August-
2020-Disciplinary-Powers/Consultation-
Paper/cp202008.pdf?la=en

https://www.hkex.com.hk/-/media/HKEX-
Market/News/Market-Consultations/2016-Present/August-
2020-Disciplinary-Powers/Consultation-
Paper/cp202008_c.pdf?la=zh-HK

The Stock Exchange of Hong Kong Limited Issues
Consultation Conclusions on Review of Chapter 37
(Debt Issues to Professional Investors Only) and
Guidance on Disclosures in Listing Documents and
Continuing Obligations under Chapter 37 (Debt
Issues to Professional Investors Only)

On August 21, 2020, The Stock Exchange of Hong Kong
Limited published “Consultation Conclusions on Review
of Chapter 37 — Debt Issues to Professional Investors
Only” (Consultation Conclusions) and “Guidance on
Disclosures in Listing Documents and Continuing
Obligations under Chapter 37 — Debt Issues to
Professional Investors Only” (Chapter 37 Guidance).

Consultation Conclusions

The market feedback indicated strong support for the
proposals in the consultation paper to enhance the
listing regime for debt issues to professional investors
only (Professional Debt Regime).

Key changes to the related Listing Rules include:

* Raising the existing issuer's minimum net assets
requirement from HK$100 million to HK$1 billion;

* Introducing a minimum issuance size of HK$100
million;

« Requiring issuers to state explicitly in the listing
document the intended investor market in Hong Kong
are professional investors only;

» Requiring publication of listing documents on the
Exchange’s website on the listing date; and

* Introducing other Rules amendments to enhance the
regulatory oversight over issuers and guarantors’ in
terms of their continuing obligations.

The Rule amendments will be effective on November 1,
2020.

Chapter 37 Guidance

The Chapter 37 Guidance is a new publication which
provides guidance on disclosure in listing documents
and continuing obligations under the Professional Debt
Regime. It is not intended to be exhaustive nor
prescriptive as to the level and types of disclosures to be
included in a listing document.

The Chapter 37 Guidance consists of:

« General guidance on disclosure that issuers should
consider when preparing listing documents;
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» Specific guidance on disclosure in relation to particular
types of debt securities with specific features; and

e General guidance in relation to the continuing
obligations under the Professional Debt Regime.

The Chapter 37 Guidance will be effective on November
1, 2020.
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Hong Kong Exchanges and Clearing Limited
Launches New Products and Microstructure
Enhancements to Its MSCI Index Derivatives Suite

On August 20, 2020, Hong Kong Exchanges and
Clearing Limited (HKEX) announced new products and
microstructure enhancements to its MSCI index
derivatives suite, further supporting global investors in
managing risk and optimizing their portfolios, as well as
facilitating open interest migration to HKEX.

HKEX’'s wholly-owned subsidiary, Hong Kong Futures
Exchange Limited (HKFE), has expanded its licensing
agreement with MSCI Limited to include the broad-
based MSCI Taiwan 25/50 Index, and plans to launch
US-dollar (USD) denominated MSCI Taiwan 25/50
Index Futures and MSCI Taiwan 25/50 Net Total Return
Index Futures (collectively, “MSCI Taiwan 25/50 Index
Futures”) on September 28, 2020, subject to regulatory
approvals.

To facilitate price discovery of the existing MSCI Taiwan
(USD) Index Futures and MSCI Taiwan Net Total Return
(USD) Index Futures, a pre-open trading session for
these contracts will be introduced starting at 8:30 am
Hong Kong time and the opening of the trading session
will be advanced to 8:45 am starting on September 28,
2020, subject to regulatory approvals.

The 100% trading fee waiver for the MSCI Taiwan (USD)
Index Futures and MSCI Taiwan Net Total Return (USD)
Index Futures, effective on August 17, 2020, as well as
the new opening hours, will also apply to the MSCI
Taiwan 25/50 Index Futures after the contracts are
launched.

In addition, HKFE is working with the Securities and
Futures Commission to enhance its Capital-Based
Position Limit (CBPL) framework, targeting late August
2020, subject to regulatory approvals. The
enhancements will ensure the risk exposures of Clearing
Participants are commensurate with their financial
strength whilst providing more capacity for activities
such as migrating their book of MSCI index derivatives
to Hong Kong.

In May 2020, HKFE signed a licensing agreement with
MSCI to license a suite of MSCI indexes in Asia and
Emerging Markets for the launch of 37 futures and
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options contracts in Hong Kong. So far, 33 of these
contracts have launched on HKEX. HKEX is adding two
more products to allow investors to migrate open interest
to HKEX ahead of February 2021, as part of the
expansion of the number of MSCI-linked derivatives
listed on HKEX.

HKEX expects the MSCI Taiwan 25/50 Index Futures to
be eligible for Commodity Futures Trading Commission
(CFTC) certification in the US, and to be offered to US
persons shortly after launch.

Subject to the CFTC certifications, US persons including
Regulated Investment Companies (RIC) in the US may
trade the new futures contracts on HKEX. The MSCI
Taiwan 25/50 Index takes into account certain
investment limits that are imposed on RICs under the
current US Internal Revenue Code. The new futures
products will enable investors around the world to gain
exposure to roughly 85 per cent of Taiwan’s listed
companies by free float market capitalization.

HKEX plans to complete the listing of all MSCI futures
contracts in the current phase on September 28, 2020.
It expects the three non-USD futures products, namely
the MSCI Singapore Free (SGD) Index Futures, MSCI
Japan (JPY) Index Futures, and MSCI Japan Net Total
Return (JPY) Index Futures to launch on 28 September,
subject to regulatory approvals.
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Hong Kong Securities and Futures Commission
Issues Quarterly Report

The Securities and Futures Commission (SFC)
published its latest Quarterly Report which summarizes
key developments from April to June 2020 on August 20,
2020.

To ensure that Hong Kong's international financial
markets function efficiently during the COVID-19
outbreak, the SFC stepped up its supervisory work and
stress tests and allowed a measure of flexibility for some
regulatory requirements. It also issued a joint statement
with The Stock Exchange of Hong Kong Limited (SEHK)
to provide guidance to listed companies on holding
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general meetings for shareholders when social
distancing requirements are in effect.

During the quarter, the SFC consulted on changes to the
Code on Real Estate Investment Trusts (REITS) to give
Hong Kong REITs more flexibility in making
investments. It concluded consultations on a proposed
operational model for a paperless securities market and
on enhancements to the over-the-counter derivatives
licensing regime. Reports on the SFC’s annual review of
the performance of SEHK and its expected regulatory
standards for brokers offering leveraged foreign
exchange trading were also published during the
quarter.

Hong Kong’'s Green and Sustainable Finance Cross-
Agency Steering Group, co-chaired by the SFC and the
Hong Kong Monetary Authority, was established in May
to coordinate the management of climate and
environmental risks to the financial sector.

Key figures for the quarter include:

e The number of licensees and registrants totaled
46,824, of which 3,109 were licensed corporations.

e The SFC conducted 74 on-site inspections of
licensed corporations to review their compliance
with regulatory requirements.

e The SFC authorized 41 unit trusts and mutual funds,
including 28 funds domiciled in Hong Kong, and 24
unlisted structured investment products for public
offering.

e Eighty-two new listing applications were vetted,
including three from pre-profit biotech companies.

e The SFC issued section 179 directions to gather
additional information in 18 cases and wrote to detail
its concerns in one transaction as part of its review
of corporate disclosures.

e Eightlicensed corporations and two individuals were

disciplined, resulting in total fines of HK$67.5 million.

e The SFC obtained disqualification orders in the
Court of First Instance against eight individuals for
breaches of their duties as listed company directors.

e It made 2,366 requests for trading and account
records triggered by untoward price and turnover
movements.

The report is available on the SFC website.
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Hong Kong Securities and Futures Commission
Statement on Sanctions Imposed by the U.S.
Government
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On August 7, 2020, the US government announced the
imposition of sanctions against individuals in Hong Kong
and Mainland China. The Securities and Futures
Commission (SFC) is monitoring closely the impact that
the sanctions may have on the operation of
intermediaries, the interests of investors and financial
stability and orderliness of the markets in Hong Kong.

In considering the implications of the sanctions,
intermediaries are expected to carefully assess any
legal, business and commercial risks that they may be
exposed to. SFC would expect any response to the
sanctions to be necessary, fair, and have regard to the
best interests of their clients and the integrity of the
market.
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Hong Kong Securities and Futures Commission
Issues Restriction Notices to Two Brokers to Freeze
Client Accounts Linked to Suspected Market
Manipulation

The Securities and Futures Commission (SFC) has
issued restriction notices to Gary Cheng Securities
Limited (GCSL) and Zhongcai Securities Limited (ZSL),
prohibiting them from dealing with or processing certain
assets held in five trading accounts, which are related to
suspected market manipulation in late April 2020 in the
shares of a company listed on the Stock Exchange of
Hong Kong Limited.

The restriction notices prohibit them, without the SFC’s
prior written consent, from disposing of or dealing with,
or assisting, counselling or procuring another person to
dispose of or deal with, any assets in any way in the
trading accounts including: (i) entering into transactions

in respect of any securities; and/or (ii) processing any
withdrawals or transfers of securities and/or cash or any
transfers of money arising from the disposal of
securities; and/or (iii) disposing of or dealing with any
securities and/or cash on the instructions of any
authorized person of the accounts or any person acting
on their behalf. The brokers are also required to notify
the SFC if they receive any of these instructions.

The SFC considers that the issue of the restriction
notices is desirable in the interest of the investing public
and in the public interest. The SFC’s investigation is
continuing.
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Hong Kong Securities and Futures Commission
Issues Statement on Next Digital Limited

The Securities and Futures Commission (SFC) issues
statement in response to a large volume of enquiries it
has received and the overall level of public interest in
relation to the significant recent increases in the price
and turnover in the shares of Next Digital Limited.

In view of these exceptional increases, investors are
strongly advised to exercise extreme caution when
dealing in the shares of Next Digital Limited.
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In light of the foregoing the SFC has been monitoring,
and will continue to closely monitor, trading activity in
relation to the shares of Next Digital Limited. The SFC,
working with the Stock Exchange of Hong Kong Limited,
will also require Next Digital Limited to promptly disclose
to the market all future developments and information
concerning its control, financial position and operations
which are likely to materially affect the price of Next
Digital Limited shares and to avoid a false market in its
securities.
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Hong Kong Securities and Futures Commission
Commences Criminal Prosecution on Market
Manipulation of Shares of Ching Lee Holdings
Limited

The Securities and Futures Commission (SFC) has
started criminal proceedings against five individuals for
conspiring to carry out false trading in the shares of
Ching Lee Holdings Limited (Ching Lee). This case, on
track for a committal to the Court of First Instance for a
trial by jury, will become the first of its kind at the Court
of First Instance of a criminal prosecution for an offence
under the Securities and Futures Ordinance (SFO).

The SFC alleges that between March 29, 2016 and
September 7, 2016, the five defendants — Ms. Sit Yi Ki,
Ms. Lam Wing Ki, Mr. Tam Cheuk Hang, Mr. Simon
Suen Man and Mr. Ho Ming Hin — conspired to create a
false or misleading appearance of active market in

respect of the Ching Lee shares, contrary to sections
295 and 303 of the SFO and section 159A of the Crimes
Ordinance.

Three defendants — Sit, Lam and Tam — appeared at the
Eastern Magistracy on August 13, 2020. No plea was
taken and the case was adjourned to September 24,
2020.

The Court granted each of the three defendants court
bail of HK$10,000. They are not allowed to leave Hong
Kong. The SFC has also commenced proceedings
under section 213 of the SFO against the defendants
and various local and overseas individuals of the alleged
market manipulation.

The SFC’s Executive Director of Enforcement, Mr.
Thomas Atkinson, said: “The SFC is committed to
combating market misconduct and has zero tolerance of
market manipulation in any shape or form. We will
continue to use all available recourse to hold the
perpetrators accountable in order to protect the investing
public and Hong Kong’s reputation as an international
financial center.”
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Singapore Exchange Significantly Expands All-Asia
Waterfront for Equity Derivatives

e Launch of 13 futures in August and September,
covering almost 100% of Asia’s GDP
e SGX s the leading exchange for Asian derivatives

Singapore Exchange (SGX) is significantly expanding its
pan-Asia shelf of benchmark equity derivatives with a
comprehensive series of Asia Ex-Japan and Emerging
Markets (EM) Asia regional and single country futures.
These are based on Net Total Return (NTR) and Price
Return indices calculated by FTSE Russell.

SGX serves global investors seeking trusted exposure
to Asia’'s compelling growth engines across a complex
continental geography. The new futures offer
benchmarks including Indonesia, Malaysia, Philippines,
Taiwan, Thailand and Vietnam, meeting our customers’
increasing demand for institutional-grade exchange
solutions in Asia which offer superior operational and
capital efficiency.

In response to the portfolio needs of its international
institutional customers, SGX has over the past few years
pioneered Asian derivatives which incorporate dividend
returns as well as price returns. These newest NTR
products seek to extend SGX's strong customer
adoption of the MSCI index series to the FTSE Russell
index series. There are approximately US$16 trillion in
reported fund assets under management (AUM)
tracking FTSE Russell benchmarks.

Michael Syn, Head of Equities at SGX, said, “We are
continually delivering innovative solutions to support the
growth ambitions of our customers who seek a trusted
exchange for access to Asia. The new contracts, derived
from FTSE’'s benchmark Global Equity Index Series
(GEIS), are our next step in further developing and
advancing SGX's Asia-access waterfront. We look
forward to bringing investors even more asset-class
opportunities within the pan-Asian capital structure,
based on broad strategies, sectors and themes.”

Today, SGX has the largest and most liquid FTSE and
MSCI equity index derivatives for Asian markets.

The latest contracts* are expected to be certified by the
Commodity Futures Trading Commission (CFTC),
enabling US investors to trade them directly from within
the US. The new contracts are:

SGX FTSE Equity Net Total Return (NTR) Index
Futures —to be launched on August 24, 2020

1. SGX FTSE Asia ex-Japan NTR (USD) Index
Futures*

2. SGXFTSE Emerging Market Asia NTR (USD) Index

Futures*

SGX FTSE Malaysia NTR (USD) Index Futures*

SGX FTSE Philippines NTR (USD) Index Futures

SGX FTSE Taiwan NTR (USD) Index Futures

SGX FTSE Thailand NTR (USD) Index Futures*

ook w

SGX FTSE Equity Price Return Index Futures
(denominated in USD) — subject to final regulatory
process for launch in mid-September 2020

SGX FTSE Asia ex-Japan Index Futures*

SGX FTSE Emerging Market Asia Index Futures*
SGX FTSE Indonesia Index Futures

SGX FTSE Malaysia Index Futures*

SGX FTSE Philippines Index Futures

SGX FTSE Thailand Index Futures*

SGX FTSE Vietnam 30 Index Futures
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U.S. Commodity Futures Trading Commission
Unanimously Approves Proposals Amending
Margin Requirements for Swap Dealers and Major
Swap Participants

On August 14, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) announced it has voted
unanimously to approve two proposals amending
certain margin requirements for swap dealers (SDs) and
major swap participants (MSPs). Both proposed rules
have a 30-day comment period following publication in
the Federal Register.

Amendment to Align with the BCBS/IOSCO Framework
and Amendment Concerning the Calculation of Initial

Margin

The first proposal would align aspects of the CFTC'’s
uncleared swap margin requirements (CFTC Margin
Rule) with the Basel Committee on Banking Supervision
and the International Organization of Securities
Commissions’ margin requirements for non-cleared
derivatives (BCBS/IOSCO Framework). The proposal
would also allow SDs and MSPs to rely on certain
counterparties’ calculation of initial margin.

Consistent with the BCBS/IOSCO Framework, this
proposal would revise the method for determining
whether an entity comes within the scope of the initial
margin requirements under the CFTC Margin Rule
beginning in the last phase of the phased compliance
schedule, which is scheduled to begin on September 1,
2021, and the timing for compliance with the initial
margin requirements after the end of the phased
compliance schedule.

The proposal would also allow SDs and MSPs that are
subject to the CFTC Margin Rule (covered swap entities)
to use the risk-based model calculation of initial margin
of a counterparty that is a CFTC-registered SD or MSP.
In such circumstances, the covered swap entity would
be able to rely on the calculation of its counterparty to
determine the amount of initial margin to be collected
from such counterparty and to determine whether the
initial margin threshold amount has been exceeded such
that documentation concerning the collection, posting,
and custody of initial margin would be required.

Amendments Concerning the Application of Minimum
Transfer Amount

The second proposal would amend the CFTC Margin
Rule to permit the application of separate minimum
transfer amounts for initial and variation margin, and the
application of a minimum transfer amount of up to
US$50,000 for separately managed accounts.
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U.S. Commodity Futures Trading Commission
Orders The Bank of Nova Scotia to Pay US$127.4
Million for Spoofing, False Statements, Compliance
and Supervision Violations

On August 19, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) issued three orders filing
and settling charges against The Bank of Nova Scotia
(BNS), a provisionally registered swap dealer, resolving
two separate enforcement actions. The combined
orders require BNS to pay US$127.4 million for spoofing
and making false statements, as well as for swap dealer
compliance and supervision violations and additional
false statements.

Spoofing and False Statements Enforcement Action

The first two orders require BNS to pay a total of
US$77.4 million to settle a CFTC enforcement action
arising from manipulative and deceptive conduct that
spanned more than eight years and involved thousands
of occasions of attempted manipulation and spoofing in
gold and silver futures contracts. BNS was originally
penalized US$800,000 in 2018 for spoofing in the gold
and silver futures markets, but multiple statements the
company made to CFTC staff during the course of that
investigation—on which the CFTC predicated its
findings and sanctions—were later proven to be false.
The charges resolved address those false statements

(False Statements Order) and the true scope and nature
of BNS’s wrongdoing that those false statements
concealed (Spoofing Order). This includes a record-
setting US$17 million penalty for making false and
misleading statements to CFTC staff during the CFTC’s
initial spoofing investigation and a record-setting penalty
of US$42 million for spoofing and attempted
manipulation. BNS is also required to pay US$6,622,190
in restitution and US$11,828,912 in disgorgement, and
to retain an independent monitor.

Swap Dealer Compliance, Supervision, and False
Statements Enforcement Action

The third order requires BNS to pay a US$50 million civil
monetary penalty to settle a separate enforcement
action for swap dealer business conduct, compliance,
and supervision failures, and making false or misleading
statements (Compliance and Supervision Order). The
order finds that for tens of thousands of swaps, BNS: (i)
failed to provide timely and accurate pre-trade mid-
market marks, which had the effect of concealing BNS’s
full markup from counterparties; (ii) violated various
requirements relating to BNS'’s counterparty onboarding
process, recordkeeping, chief compliance officer
reporting, and supervision; and (iii) made false or
misleading statements to CFTC staff concerning its
audio retention and supervision. The order finds that
these violations occurred over a seven-year period.

The order requires BNS to retain an independent
monitor. As set out in the order, BNS acknowledges that
the findings of the order provide the Commission
sufficient grounds to commence proceedings to
suspend or revoke BNS's registration status, but the
Commission defers commencing such proceedings on
the condition that BNS fulfills its obligations relating to
registration, remediation, and the monitor.
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U.S. Commodity Futures Trading Commission
Orders Interactive Brokers LLC to Pay More Than
US$12 Million for Anti-Money Laundering and
Supervision Violations

On August 10, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) filed and simultaneously
settled charges against Interactive Brokers LLC, a
registered futures commission merchant (FCM), for
failing to diligently supervise its officers’, employees’,
and agents’ handling of several commodity trading
accounts and failing to adequately implement
procedures to detect and report suspicious transactions
as required under federal anti-money laundering (AML)
laws and regulations. Brought in connection with the
Division of Enforcement’s Bank Secrecy Act Task Force,
this case marks the first CFTC enforcement action
charging a violation of Regulation 42.2, which requires
registrants to comply with the Bank Secrecy Act.

The order requires Interactive Brokers to pay a civil
monetary penalty of US$11.5 million and disgorge

US$706,214 earned in part from its role as the FCM
carrying the accounts of Haena Park and her companies,
which were the subject of a 2018 CFTC enforcement
action. In that case, a federal court ordered Park and her
companies to pay more than US$23 million in penalties
and  restitution  for  committing  fraud and
misappropriating investor funds. As Park's FCM,
Interactive Brokers failed to properly monitor her
account activity. The order also requires Interactive
Brokers to comply with certain undertakings, including
the hiring of a third party compliance consultant to
review and report on the AML and supervisory issues
raised in the order.

According to the order, from June 2014 through
November 2018, Interactive Brokers failed to ensure that
its employees followed established policies and
procedures with respect to supervision of customer
accounts. Interactive Brokers also lacked a reasonably
designed process for conducting investigations of
account activity and making suspicious activity report
(SAR) determinations. These failings contributed to its
inability to maintain an adequate AML program. As a
result, Interactive Brokers employees failed to
adequately investigate and identify certain signs of
suspicious activity in accounts that, according to its own
compliance procedures, should have prompted the filing
of SARs with appropriate authorities.

While Interactive Brokers maintained basic written
policies, it failed to commit adequate resources to
ensure that its AML program was reasonably equipped
to monitor, detect, escalate, and report suspicious
activity in practice. Interactive Brokers also had no
mechanism to combine information generated by
various reports to identify patterns and trends over time.
Given the size and nature of Interactive Brokers’
business, the lack of these procedures limited the ability
of its analysts to recognize the full scope of an individual
customer’'s activity. This resulted in the company
overlooking red flags that indicated potentially
suspicious activity. Additionally, Interactive Brokers did
not put any procedures in place that required
compliance personnel to document steps taken and
decisions made during the investigative and SAR
consideration process. As a result of all of these
deficiencies, Interactive Brokers failed in its duty to
detect and report instances of suspicious activity.

The order states that Interactive Brokers represented in
its settlement offer that it has since engaged in
substantial remedial measures, including the
engagement of outside consultants to conduct various
assessments, independent testing of its AML program,
and the development and ongoing implementation of a
new case management system. Interactive Brokers has
also continued to retain an independent consultant to
report on the status of its implementation of previously-
made recommendations and to make any additional
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proposals for improvements in internal controls, policies,
procedures, systems, and training.
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U.S. Securities and Exchange Commission Charges
Issuer and CEO With Misrepresenting Platform
Technology in Fraudulent ICO

On August 13, 2020, the U.S. Securities and Exchange
Commission (SEC) announced charges against
Virginia-based Boon.Tech and its chief executive officer
Rajesh Pavithran for fraud and registration violations in
connection with a US$5 million initial coin offering (ICO)
of digital asset securities.

According to the SEC’s order, from November 2017 to
January 2018, Boon.Tech and Pavithran raised
approximately US$5 million by selling Boon Coins to
more than 1,500 investors in the U.S. and worldwide to
raise funding to develop and market a platform to
connect employers posting jobs with freelancers
seeking work. The order finds that the Boon Coins were
offered and sold as investment contracts and were
therefore securities, and that Boon.Tech and Pavithran
failed to register the offering. Further, the order finds
that Pavithran and Boon.Tech made false and
misleading statements, including claims that Boon Coins
were stable and secure because Boon.Tech’s platform
eliminated volatility inherent in the digital asset markets
by using patent-pending technology to hedge Boon
Coins against the U.S. dollar, when in fact Boon.Tech
had no such patent-pending technology. The order also
finds that Boon.Tech and Pavithran misrepresented to
investors that Boon.Tech’s platform was faster and more
scalable than its competitors because it was built on
Boon.Tech’'s own blockchain, when in reality the
platform was being developed on the same public
blockchain as its competitors.

The SEC's order finds that Boon.Tech and Pavithran
violated the antifraud and registration provisions of the
federal securities laws. Without admitting or denying the
SEC’s findings, Boon.Tech and Pavithran agreed to
settle the charges by consenting to the issuance of the
order, which requires Boon.Tech to disgorge the US$5
million raised in the ICO plus prejudgment interest of
US$600,334. The order further requires Boon.Tech and
Pavithran to destroy all Boon Coins in their possession,
issue requests to remove Boon Coins from any further
trading on all third-party digital asset trading platforms,
and refrain from participating in any future offerings of
digital asset securities. Further, the order requires

12



J M L

Pavithran to pay a penalty of US$150,000 and bars him

from serving as an officer or director of a public company.
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U.S. Securities and Exchange Commission Charges
Hertz’'s Former CEO With Aiding and Abetting
Company’s Financial Reporting and Disclosure
Violations

On August 13, 2020, the U.S. Securities and Exchange
Commission (SEC) charged former Hertz CEO and
Chairman Mark Frissora with aiding and abetting the
company in its filing of inaccurate financial statements
and disclosures. Frissora has agreed to settle the

charges and repay Hertz nearly US$2 million in
incentive-based compensation.

The SEC’s complaint alleges that as Hertz's financial
results fell short of its forecasts throughout 2013,
Frissora pressured subordinates to “find money,”
principally by re-analyzing reserve accounts, causing
Hertz's staff to make accounting changes that rendered
the company'’s financial reports materially inaccurate.
According to the complaint, Frissora also led Hertz to
hold rental cars in its fleet for longer periods and thus
lower its depreciation expenses, without properly
disclosing the change — and the risks of relying on older
vehicles —to investors. In addition, the complaint alleges
that Frissora approved Hertz’s reaffirming its earnings
guidance in November 2013, despite Hertz's internal
calculations that projected lower earnings per share
figures. Hertz revised its financial results in 2014 and
restated them in July 2015, reducing its previously
reported pretax income by US$235 million.

The SEC’s complaint, filed in federal district court in New
Jersey, charges Frissora with aiding and abetting
Hertz’'s reporting and books and records violations and
with violating Section 304 of the Sarbanes-Oxley Act by
failing to reimburse Hertz for the requisite amount of
incentive-based compensation he received. Without
admitting or denying the allegations, Frissora consented
to a judgment permanently enjoining him from aiding
and abetting any future violations of the applicable
federal securities laws, requiring him to reimburse Hertz
for US$1,982,654 in bonus and other incentive-based
compensation and requiring him to pay a US$200,000
civil penalty. The settlement is subject to court approval.
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Frissora it/ &l Hertz ZE X ZEBARKEIRFETHE, MmbE
RTIHBEAR, MEEORAEFELEEEI—TUUR
KREBIBZERIRBE . Lo, ZI5FHFR, RE Hertz AT
TTETT SRS ST SRR, {8 Frissora 7 2013 £
11 BT Mz ERHILEEIES]. Hertz 7 2014 F£1&
BT ER, FF2015F78ERTMSWE, Fx
AR EHIF AT N DT 2.3512% 7T,
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EENEXR SR E IR HFA MBI AR, MR
4 Frissora tirBh FI# R Hertz (e iR & FIC R FEMITA,

FHizs Frissora K[a Hertz TR A9 R 14 2B,

BRT (FEHHT-RTHFAZR) (Sarbanes-Oxley Act)
% 304 FHHE. EARINIEFTINEBENELT,

Frissora EREHR, 1ZHRKAZE LMK MBI FI R
RIS REEFBUESAR, ERMhfZX Hertz 1,982,654
ETHRSTHMERMFHH, FHERMEX A 200,000
ETTR XA EEHHARAE.

Source Ej&:
https://www.sec.gov/news/press-release/2020-183

U.S. Securities and Exchange Commission Adopts
Requirements to Ensure Public Notice, Comment,
and Approval Prior to Effectiveness of NMS Plan
Fees

On August 19, 2020, the U.S. Securities and Exchange
Commission (SEC) voted to rescind a rule exception that
allowed a proposed national market system (NMS) plan
fee amendment to become effective upon filing, prior to
review and comment by investors and other market
participants. The new procedures require public notice
of any proposed NMS plan fee amendment, an
opportunity for public comment, and Commission
approval by order before a new or changed fee can be
charged. The Commission also modified the procedures
for review of all proposed NMS plans and plan
amendments, including fee amendments, to specify
timelines for Commission action for each step of the
process, adding certainty to the process for NMS plan
participants.

The fee exception contained in Rule 608(b)(3)(i) allowed
a fee amendment to become effective immediately upon
filing with the Commission, and an NMS plan could
begin charging the new fee prior to an opportunity for
public comment and without Commission action.
Rescinding this provision provides investors and other
market participants an opportunity to voice their views
before they are charged a new or changed fee. In
addition, Rule 608 did not include specific timelines for
public notice and Commission action on NMS plan
proposals that are filed with the Commission. The
modified procedures adopted specify timelines for
Commission action and will provide greater clarity to
NMS plan participants and the public on when
Commission action can be expected. These procedures
are patterned on the statutory framework for rule filings
by self-regulatory organizations under Section 19 of the
Securities Exchange Act of 1934. The amended
procedures also require email filing of NMS plans and

plan amendments.

NMS plan fees affect a wide variety of investors and
market participants. This rulemaking will enhance the
efficiency and transparency of the process for assessing
new NMS plan fees by ensuring that these fees benefit
from review and public comment by interested parties,
and evaluation by the SEC, before they can be charged.

EEIIS%HZERSET NMS iHRIF A ERZ A E#HT
A& THETAENER

20208 19H, XEEHXHZERS (XEILEXRR)
REREFHFE-MBISIME, ZBIIMRE RN E
KmphR (NMS) TR BENAERIHNRARATE
MEMTHSEEFH#TEREMIRZTER. HEFE
RN NMS T B RE ST A S, IHEAK
B, FEEXEILEXSBEY, 7RIS ERNH
Ao ZEIERSEER T AR NMS iR Mg
1T (BRERET]) NREEERF MEEZEES T
BEXEIEXSNTaINER, ANMSIHISS5EEMT
HwEM.

58 608(b)(3)() FMMEA VT FHAEHEREXEILERRIR
REMEVAER, NMS iR INEEEARE IR Z 5178
WHEEH#EA. BUBZAEERAZTNHEMTHS5HE
5 U7E NMS T e bR S B Y B 2 AT R 3R
HBCWEE. b5, % 608 FRAHENEMEEIER
SMERZH NMS I IR BTN RMERER. WX
RAEITEFAET XEIERS XM R AR, FF
HEENMS 1135 5FMA R E B R EEZ 2 T i
REITH). XERFRRE 1934 £ (QEFRHE) F
197 (BXEREBTARRETAN ) HEEERNE.
BATRFEZE R NMS T FTT g il it B 7 BB 5
JSEER

NMS it XIZE AR mEMERARAZINTHSE5E. X
TN ARARRF Az, XEHFAHEXTHEE,
HAREBHERNEBHXEILERSE, ARES T
&3 NMS i3 2 i AR B R .

Source &
https://www.sec.gov/news/press-release/2020-188

Australian Securities and Investments Commission
Manages Transition to New Regulatory Regime for
Litigation Funding Schemes

Australian Securities and Investments Commission
(ASIC) has made ASIC Corporations (Litigation Funding
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Schemes) Instrument 2020/787 (Instrument) to manage
the transition to the new regulatory regime for litigation
funding.

On May 22, 2020, the Government announced that it
would regulate litigation funders under the Corporations
Act. Following the commencement of the Corporations
Amendment (Litigation Funding) Regulations
2020 (Regulations), from August 22, 2020, operators of
litigation funding schemes will be required to hold an
Australian financial services (AFS) license and litigation
funding schemes will generally be subject to the
managed investment scheme (MIS) regime in Chapter
5C of the Corporations Act.

The Instrument, which commences on August 22, 2020,
includes relief from:

e the obligation to give a Product Disclosure
Statement (PDS) to ‘passive’ members of open
litigation funding schemes — on the condition the
PDS is available on the scheme operator’'s website
and referred to in advertising material;

e the obligation to regularly value scheme property;

e the statutory withdrawal procedures for members
who withdraw from a class action under court rules;

e the requirement to disclose detailed fees and costs
information and information about labor standards
or environmental, social or ethical considerations.

ASIC has also issued a no-action position in relation to
the obligation under Chapter 2C of the Corporations Act
to set up and maintain a register of members of a
registered litigation funding scheme. ASIC will also
consider applications for relief on a case-by-case basis,
acknowledging the varying nature of litigation funding
schemes in the market that may require a more bespoke
regulatory response for some schemes. Applications for
relief must be in writing and should address the
requirements set out in Regulatory Guide
51 Applications for reliefand any other regulatory
guides relevant to the application.

In order to ensure a smooth transition to the new regime,
for the initial three months ASIC invites operators of
litigation funding schemes to discuss their PDSs with
ASIC before they issue them to consumers, and their
scheme constitutions and compliance plans before
lodging them with ASIC.

BAFTIEHFR AR RS WEFR R BT @S E S
EdiE

BAFTIESHRAZRRE T ERARFTIESFRAZR
sl FIAFEBITR) XH 2020/787 (XXH) . A
RIFAR BT 3 S E BRI

2020 £ 5 B 22 H, BUFERBEIRE (LI IE) XiFiA
HAAHTHE, £ (bLEER (FIAEB) &4
2020) (&) FFeEEMEZ /S, 202048 A 22 Hike,
AR N EESRBHERFERAFNT SRS
WOE, FEFARITIEREZST (DAY #
5C EFHERERITIFE.

X PT 2020 FE£ 8 B 22 BFFMRAR, BIEIUTHT:

© EATFFRERITRIN Wz R REM T RIS
HIX S - FMRIZIEEE T AT IS E R M,
L5%%E, FUEEEMEFEIA,

« EEITHETT ISR XS

o RIBEBRANR L FKEFIANLANEEREER,

+ BREBHFANFATRAGERURE RS IIRER
WE. HEBEEEERNES.

BAFIIESFRAZRRN (bWE) % 2C EMENE
SAMAEFFAFA T IR RS EMAIN S LB TR
KBTI G . BAFTIESRAZRARSEFERE
BEZRIE, FHRATS DFRAESIT N MERERE
FAURSEELTUTEENEFNNEERN, KEH
BN BEAREL, FRHEEERER 51 (BUFH
B MEZRBEREXNETEMEEEEPRENER.

ATHREFHENERITE, EHFVH=1H, EX
MNITIEFRAZRSESHFRASITYNEEREER
BREXHZAESRRFNTIESRAZ AR IR E
mikE A, FAERIHITYMAMERITE SRR
MIESFH AR REHITITIE

Source 3&J&:
https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2020-releases/20-192mr-asic-manages-transition-to-
new-regulatory-regime-for-litigation-funding-schemes/

The Supreme People's Court of the People's
Republic of Chinaissues the Opinions on Providing
Judicial Safeguard to the Reform of the ChiNext
Board and the Pilot Project of the Registration-
based IPO System

On August 18, 2020, the Supreme People’s Court of the
People’s Republic of China (Supreme People’s Court)
issued the Opinions on Providing Judicial Safeguard to
the Reform of the ChiNext Board and the Pilot Project of
the Registration-based IPO System (Announcement
Number: Fa Fa [2020] No. 28, the Opinions ). The
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Opinions is another systematic and comprehensive
judicial document specially formulated by the Supreme
People's Court for the basic institutional reform
arrangements of the capital market after the judicial
safeguard opinions on the establishment of the Science
and Technology Innovation Board (Sci-tech Innovation
Board) and the pilot project of the registration-based IPO
system reform. The Opinions is of great significance for
giving full play to the role of the people's courts in
adjudication, advancing the reform of the ChiNext Board
and the smooth progress of the pilot project of the
registration-based IPO system and protecting the lawful
rights and interests of investors.

Focusing on the relevant provisions of the new
Securities Law of the People's Republic of China
(Securities Law) on the registration-based IPO system
for securities issuance, on the basis of fully learning from
the judicial safeguard opinions of the Sci-tech Innovation
Board, and combining the relevant achievements of the
ChiNext reform, the Opinions puts forward 10 measures
from four aspects, which includes enhancing the
consciousness of providing judicial safeguard for the
reform of the ChiNext Board and the pilot project of the
registration-based IPO system, guarantying the smooth
progress of the reform of the ChiNext Board and the pilot
project of the registration-based IPO system in
accordance with the law, increasing the cost of market
entities in violation of laws and regulations, and
effectively protecting the lawful rights and interests of
investors in accordance with the law.

The followings are the main contents of the Opinion. In
terms of centralized jurisdiction, it proposes that civil and
commercial cases of first instance involving companies
listed on the ChiNext under the registration-based IPO
system shall be subject to the pilot centralized
jurisdiction of the Shenzhen Intermediate People's Court
in Guangdong Province. In terms of increasing the cost
of violations of laws and regulations, it fully implements
the zero tolerance requirements for illegal and criminal
acts in the capital market, intensify the crackdown on
securities illegal and criminal acts, severely punish
criminal acts in applications for issuance and registration,
clarifying the responsibility boundaries of different
entities for information disclosure and strictly
implementing the responsibilities of relevant entities. In
terms of strengthening the protection of investors, it
proposes specific judicial measures and requirements
for the implementation of the collective action system for
securities, and stresses that efforts shall be made to
continuously deepen the construction of a diversified
dispute settlement mechanism and timely resolve
securities disputes. Regarding the connection between
the new and the old systems, it points out that the
people's courts shall accurately grasp the relationship
between stock and increment when handling relevant
disputes, respect the rules of both the new and old
systems, carefully evaluate and handle them in

accordance with the law. In addition, it also stipulates the
principle of cross application. Where there is no
provision in the Opinions for a people's court to hear a
case involving a listed company on the ChiNext Board,
judicial safeguard opinions on the Sci-tech Innovation
Board shall be referred to. In hearing cases involving
listed companies on the ChiNext Board, where there is
no provision in the judicial safeguard opinions on the
Sci-tech Innovation Board, the provisions of this
Opinions shall be referred to.

The promulgation and implementation of the Opinions
will effectively guarantee the smooth progress of the
ChiNext Board and pilot project of the registration-based
IPO system, promote the implementation of major
reform measures for the capital market to be stable and
far-reaching, facilitate the construction of a standardized,
transparent, open, dynamic and resilient capital market,
and improve the basic system of the capital market.

FEARKFMERSARZRZS (X T HEILRKE
FRROEMFRHEDERENETER)

2020 £ 8 H 18 H, HEARANMERSARER (&
BARZER) %% (T He RS E iR S EMHR
HEAERENETERL) (EX (2020) 28 5, T#
(BIY ) . (BI) EEs ARERSH G EIRE
IR SCEMEI R EN LA RERELE, ARATHE
M ENELHMBEAET G ENN —HREME. &
EMIEXM. (B ITFESEEANREREHER
BEPEA, ¥R AR E K SOEMHIRF F T, RIF
BAREBERZING, BEETHEENRX.

(BIL) BgeH GEFE) X TIESZITEM a9k
ME, ERMEERERIEZREZANEM L, E5
B AR AR SR BLR, MBI 20 €Y M AR 28 3 I U A
HIRHEIERENB M. ROEREI RN EF XS
TR e . BOERS TR EERBEERAA. &K
FARRPRABRENAFENTTEIEE T 10 K24,

NEBARRE afKHTEETE, (RR) #h, X
SEITEMBI IR EHAS S A RE—HIESREE
£, A FERITHPEARZRARETER. &
ReEBEEMARATEH, (BL) £EELNALRTH
BELFETHFTRZER, MAIESFEEILRITES
E, WRERT. AMFRTHLRTANTEE B
NEXRESABFRETENEERENIELT, &%
ELARERTE. ERURAZFRFTE, (W)
X% SRIES EEIFIAGIERE 7T B AN EHEEER

FRIFFERU UG Z T UBILFRER, REABILES
Ad%y. wFBEFEGETE, (KRR BH, ARER
EBRRUANDY, BARLEGESHKENKR &
ERIAGERN, HEITG, ROELE, B, (BR)
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EAET ERER RN, ANRERERESEIVRE
MASHEXENAN, (BR) RAEH, ZREANE
REPERERR, EHEESNEIR ETASARXEGR

MeltREhEFRERRANEN, ZREM (BL) RA=E.

(BI) MEHmXE, BHEUREELRZEF L
MHIRA R, (R RATHERLERRITREGT,
FPTREE—IIE. ER. . BAEND. BOML
RAEMS, TERARTHEMMETE.

Sources Ej&:
http://www.csrc.gov.cn/pub/newsite/zjhxwfb/xwdd/202008/P0
20200818746649607045.pdf

http://www.csrc.gov.cn/pub/newsite/zjhxwfb/xwdd/index.html

Officials from Relevant Departments of the China
Securities Regulatory Commission Answered
Reporter Questions regarding the “Report on
Protecting United States Investors from Significant
Risks from Chinese Companies” by the U.S.
President’s Working Group on Financial Markets

On 8 August, 2020, regarding the U.S. Department of
the Treasury recently released a “Report on Protecting
United States Investors from Significant Risks from
Chinese Companies” (PWG report) prepared by the U.S.
President’'s Working Group on Financial Markets, which
stated that for jurisdictions including China where the
U.S. Public Company Accounting Oversight Board
(PCAOB) has insufficient access to work papers and
practices of relevant auditors for U.S. listed companies,
the report suggests that the listing standards for
companies from these jurisdictions be raised, and
various disclosure requirements be imposed and the
report also requires currently listed companies in the
U.S. satisfying PCAOB's inspection rules by January 1,
2022, the China Securities Regulatory Commission
(CSRC) commented as following:

The CSRC belief that, strengthening supervision over
information disclosure of listed companies and
improving the professional ethics and practice quality of
auditors are extremely important to protect lawful rights
and interests of investors. This is a shared responsibility
of securities regulators around the globe, which can only
be discharged via effective cross-border cooperation in
today’s highly globalized capital markets. To address
these common interests, an open and cooperative
approach is the right choice for both Chinese and the
U.S. regulators to resolve the remaining issues in audit
supervision cooperation.

As a matter of fact, both sides have always maintained
good communications and interactions. Since 2019, the
Chinese regulatory authorities have been actively

communicating with the US Securities and Exchange
Commission (SEC) and the PCAOB, proposing on many
occasions protocols for joint inspections over accounting
firms, showing full sincerity of cooperation. Not long ago
on August 4, 2020, the Chinese regulatory authorities
sent another updated proposal to the PCAOB
addressing the most recent concerns raised by the US
side. China's securities regulators believe the only way
to resolve the issues of common concerns and achieve
win-win results is to have open and candid dialogue, and
only by doing so can regulators together create a sound
environment for the healthy and orderly functioning of
the global capital market

It should be noted that the Chinese side has never
prohibited or prevented relevant accounting firms from
providing audit working papers to overseas regulators.
As mentioned in the PWG report, China's securities
regulators have so far provided U.S. securities
regulators with audit working papers of a number of
Chinese companies listed in the U.S. market. China's
securities regulators believe the essence of relevant
Chinese laws and regulations is that the exchange of
information such as audit working papers should be
conducted through regulatory cooperation channels,
which is consistent with international norms and
common practice.

FTEIESEEEEZRSFABNIARTARIELESSE
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ERREEMIRE) BEEECED
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Sources EiE&:
http://www.csrc.gov.cn/pub/newsite/zjhxwfb/xwdd/202008/t20
200808_381339.html

http://lwww.csrc.gov.cn/pub/csrc_en/newsfacts/release/20200
8/t20200808_381340.html

Information in this update is for general reference only
and should not be relied on as legal advice.
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