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Steering Committee on Bond Market Developmentin
Hong Kong Convenes First Meeting — Rethinking
Green Finance - Should We Have “Carbon
Connect”?

On August 24, 2021, the Steering Committee on Bond
Market Development in Hong Kong convened its first
meeting under the chairmanship of the Financial
Secretary, Mr. Paul Chan.

At the meeting, the Steering Committee reviewed the
overall landscape of the bond market in Hong Kong and
discussed issues relating to the development of market
infrastructure and the regulatory regime for debt
securities. Members also shared views on the direction
and strategy for promoting the further development of
the bond market.

Mr. Chan said, "The Government is committed to
strengthening Hong Kong's position as a premier bond
hub for Asia. Drawing from the collective wisdom of
financial regulators and market experts, the Steering
Committee will formulate a strategy for promoting the
sustainable development of the bond market in Hong
Kong. We had a fruitful and stimulating discussion today,
and | thank Members for their valuable views."

The Steering Committee was set up pursuant to the
Financial Secretary's announcement in the 2021-22
Budget. It is tasked to formulate a road map for
promoting the diversified development of Hong Kong's
bond market and reinforcing its functions.

Hong Kong’'s Bond Market

Hong Kong's bond market has been evolving. Bond
arrangement and execution is a more important and
relevant factor in respect of the determination of the
place of bond issuance, as these activities encapsulate
the entire process of structuring, book building and
allocation, which capture up to 80% of the value-adding
of a bond issuance. On this count, Hong Kong is the
largest center for arranging Asian international bond
issuance, capturing 34% (or US$196 billion) of Asian
international bonds in 2020.

Financial Services
Regulatory Update

TRk BEERM

2021.09.03

Bond Connect is expected to open up a ground-breaking
conduit for Mainland investors to access the
international bond market via Hong Kong. The Hong
Kong Monetary Authority is already working with the
People’s Bank of China on the design parameters for the
Southbound Bond Connect with a view to an early
launch of the scheme.

Green and Sustainable Finance

Green and sustainable finance refers to the use of a
financial instrument or product to channel capital to
make a positive environmental and social impact. This
resembles the idea of environmental, social and
corporate governance (ESG).

The overall bond market has been thriving in recent
years, with green finance and sustainable investment
having become a larger presence. Despite the growing
market of green and sustainable finance, it is still an idea
less than a decade’s old. Therefore, education about
such transition to a green and sustainable economy is
important, and environmental and financial camps will
need to communicate and find the common ground for
further development in a systematic way.

Guangdong-Hong Kong-Macao Greater Bay Area’s
Unified Carbon Market

With the introduction of the overall goal of China’s
“Carbon Peak and Carbon Neutrality”, the Guangdong-
Hong Kong-Macao Greater Bay Area (GBA) has a new
historical mission for green finance reform and
innovation. Regulators are developing a unified carbon
market in the GBA. Hong Kong’'s bond market will
benefit by integrating into such unified carbon market.
According to Dr. Jun Ma, Chairman and President of the
Hong Kong Green Finance Association, Hong Kong
should aim to establish a “Carbon Connect” mechanism,
modelled after the “stock connect” and “bond connect”,
to allow international investors to participate in the GBA
carbon market in a convenient way. If Carbon Connect
is to be established, debt capital market professionals in
Hong Kong can contribute by promoting and bringing
international carbon market investment into the GBA.
Later the model can be expanded to other parts of
China.



J M L

Mainland China has just announced the ambitious
carbon neutrality target by 2060. Chief Executive Carrie
Lam of the Hong Kong Government also declared in
November 2021 that Hong Kong would aim to achieve
carbon neutrality by 2050. With the adoption of
international standards in green bond issuance, Hong
Kong is an ideal platform to raise green capital from
international investors to support the transition of China
to achieve carbon neutrality.

The strong government support under the background
of China’s carbon neutrality target, together with high-
quality resources such as finance professionals and a
legal system in Hong Kong that is conducive to
fundraising, Hong Kong is poised to become a green
bond financing hub for the GBA. A unified carbon market
would also be able to enhance its liquidity by leveraging
a much larger emission and trading volume in the GBA.

To better integrate environmental concerns and finance
to build up a unified carbon market in GBA, other than
education and communication mentioned above, cross-
border collaboration is also a key. As an open market,
Hong Kong’'s green finance services are largely for
corporates in other jurisdictions with different policy and
regulatory environment and so collaborative
arrangements would become crucial. Institutions and
partnerships such as the GBA Green Finance Alliance
can bring in government support from different localities,
reduce information and regulatory barriers, and boost
the confidence of green finance participants.

Further, according to Dr. Ma, Hong Kong needs some
key elements to establish its international leadership in
green finance. These include a taxonomy to define what
is green, operational requirements for environmental
and climate information disclosure, incentives to
encourage green financing activities and incubate green
asset managers, more sophisticated green products and
analytical capacity for environmental and climate risk
analysis, and a carbon trading mechanism. Regulators
and asset managers should also work towards building
a more solid ESG investment capacity within Hong
Kong.

With Chinese bonds making up an increasing proportion
of global investors’ portfolio, the prospect of two-way
traffic brought by the upcoming Southbound Bond
Connect and the government support of China and Hong
Kong, this should attract more financial institutions to
step up their bond arranging and trading operations in
Hong Kong, further consolidating Hong Kong’s leading
position in the Asian bond market. China's 14th Five-
Year Plan approved in March 2021 is also expected to
bring opportunities to Hong Kong, with new policies
towards enhancing the functions and facilities of Hong
Kong’'s bond market to be unfolded.
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The Stock Exchange of Hong Kong Limited
Implements Disciplinary Action against Coolpad
Group Limited (Stock Code: 2369) and Six Former
Directors

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on August 24, 2021 that it has
issued the statement of disciplinary action in relation to
the disciplinary action against Coolpad Group Limited
(Stock Code: 2369) and its six former directors.

Sanctions
The Exchange:
CENSURES:

(1) Coolpad Group Limited (Company (Stock Code:
2369), and together with its subsidiaries, Group) for
breaching Rules 13.13, 13.46, 13.48, 13.49 and
14.34 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited (Listing Rules) for failing to comply with the
requirements on advance to entity, financial
assistance and financial reporting as a result of
three series of transactions;

(2) Mr. Jia Yue Ting (Mr. Jia), former executive director
(ED) and the Chairman (Chairman) of the Company;

(3) Mr. Jiang Chao (Mr. Jiang), former ED and Chief
Financial Officer (CFO) of the Company;

(4) Mr. Li Bin (Mr. Li), former ED of the Company;

(5) Mr. Zhang Wei (Mr. Zhang), former ED of the
Company;

(6) Mr. Liu Hong (Mr. H Liu), former ED of the Company;
and

(7) Mr. Liu Jiang Feng (Mr. JF Liu), former ED and CEO
of the Company;

for breaching their directors’ duties under Rule 3.08
and/or their obligations under the Declarations and
Undertakings with regard to Directors given to the
Exchange in the form set out in Appendix 5B to the
Listing Rules (Undertakings), including the undertaking
to comply with the Listing Rules to the best of their ability
(Best Ability Undertaking), the undertaking to use their
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best endeavors to procure the Company’s Listing Rule
compliance (Best Endeavors Undertaking), and the
undertaking to cooperate with the investigation
(Undertaking to Cooperate) of the Listing Division
(Division).

(The directors identified at (2) to (7) above are
collectively referred to as Relevant Directors.)

AND STATES that in the Exchange’s opinion, had Mr.
Jia and Mr. Jiang remained on the board of directors of
the Company (Board), their retention of office would
have been prejudicial to the interests of investors.

AND DIRECTS all the above Relevant Directors (except
Mr. Jia and Mr. Jiang) to undergo training on Listing Rule
compliance and director’s duties.

For the avoidance of doubt, the Exchange confirms that
the sanctions and directions in the Statement of
Disciplinary Action apply only to the Company and the
Relevant Directors, and not to any other past or present
members of the Board.

Summary of Facts

During the period from July 2016 to March 2017, the
Company entered into three groups of transactions
involving advances and/or financial assistance totaling
more than RMB1.3 billion. These sums were for the
benefit of a group of companies in which Mr. Jia was the
controlling shareholder or entities beneficially owned by
an acquaintance of Mr. Jia and Mr. Liu Hong. In breach
of the Rules, the Company did not announce these
transactions at the appropriate time. The Exchange
found that Mr. Jia and Mr. Jiang failed to act honestly
and in good faith in the interests of the Company as a
whole, or for proper purpose. The other directors above
failed either to discharge their directors’ duties in respect
of the transactions or to ensure the Company had
implemented adequate internal controls.

Following the conclusion of the Exchange’s disciplinary
proceedings, the Company announced that the
Securities and Futures Commission has filed a petition
in the High Court on the basis that, amongst other
things, the business and affairs of the Company were
conducted in an unfairly prejudicial manner. The
Exchange will continue to provide assistance to the
Securities and Futures Commission in its action.

Exchange Listing Rule Requirements

Rule 13.13 requires issuers to announce as soon as
reasonably practicable details of any advance to an
entity which exceeds 8 per cent under the assets ratio.
Rule 13.11(2)(c) defines “advance to an entity” as the

aggregated amount due from and all guarantees given
on behalf of an entity and the entity’s subsidiaries.

Rule 14.34 requires issuers to announce discloseable
transactions. A “transaction” is defined under
14.04(1)(e) to include, among others, providing financial
assistance by an issuer unless they fall within any of the
exemptions thereunder.

Rules 13.46, 13.48 and 13.49 require issuers to:

0] publish their interim results and send the interim
report to shareholders not later than two and
three months respectively after the end of the
interim period; and

(i) publish their annual results and send the annual
report to shareholders not later than three and
four months respectively after the end of the
annual period.

Rule 3.08 provides that directors of listed issuers must,
amongst other matters:

0] act honestly and in good faith in the interests of
the company as a whole (Rule 3.08(a));

(ii) act for proper purpose (Rule 3.08(b));

(iii) apply such degree of skill, care and diligence as
may reasonably be expected of a person of his
knowledge and experience and holding his
office within the issuer (Rule 3.08(f)); and

(iv) take an active interest in the issuer’s affairs and
must follow up anything untoward that comes to
his attention.

In addition, the Relevant Directors were obliged, under
their respective Undertakings, to comply with the Best
Ability Undertaking, the Best Endeavors Undertaking,
and the Undertaking to Cooperate.

Conclusion

This case involves a public statement that the retention
of office by two former directors would have been
prejudicial to the interests of investors had they
remained on the board of directors.

Executive directors should take proactive steps to
procure the issuer’s Listing Rule compliance and keep
all members of the board of directors informed. Failure
to do so may amount to breach of director’s duties under
the Listing Rules.

Directors must ensure that listed issuers implement and
maintain an effective internal control system for
procuring Listing Rule compliance. Failure to do so may
amount to breach of their director’'s undertaking to the
Exchange.
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Hong Kong Exchanges and Clearing Limited to
Launch Derivatives Product on New MSCI China A
50 Connect Index

On August 20, 2021, Hong Kong Exchanges and
Clearing Limited (HKEX) announced the launch of its
first A-share derivatives product. This new contract will
provide international investors with a new and effective
risk management tool to manage their portfolios of Stock
Connect eligible A-shares, reflecting the increasing
global reliance on Stock Connect to access Mainland
China’s burgeoning equity markets.

HKEX has entered into a new license agreement with
MSCI, a leading provider of mission critical decision
support tools and services for the global investment
community, to launch a futures contract based on the
MSCI China A 50 Connect Index, which tracks the
performance of 50 key Shanghai and Shenzhen stocks
available via Stock Connect. This offshore sector-
balanced China A-share index futures product will be
launched on October 18, 2021.

HKEX Chief Executive Officer Nicolas Aguzin said:
“Today’s announcement marks a key step forward in
furthering our plans to build an offshore Mainland China
equities derivatives suite in Hong Kong. This exciting
news further strengthens our long-term partnership with
MSCI and reflects our commitment to developing Hong
Kong as Asia’s premier derivatives hub, expanding the
breadth and depth of our product offering in Hong Kong.”

“As the global markets leader in the Asian timezone with
a unique role connecting China and the world, we
believe this new product will act as a key risk
management tool for investors in managing their A-
share equity exposure,” said Mr. Aguzin.

Henry Fernandez, Chairman and Chief Executive
Officer at MSCI, added: “The importance of China in
global investment portfolios is growing, evidenced by the
country’s market capitalization weight in the MSCI
Emerging Markets Index increasing from 18 per cent in
December 2009 to 34 per cent in August 2021. The
investment  industry is undergoing  significant
transformation and investments are becoming more
complex and diversified, leading to a rise in demand for
enhanced trading and risk management solutions. As
part of our commitment to empowering global investors
to better manage their portfolios, we are very pleased to
expand our partnership with HKEX through this new
license agreement.”

This new agreement builds on the earlier license
agreements between HKEX and MSCI and underscores
HKEX's ongoing strategic partnership with MSCI,
following the successful launch of a suite of MSCI Asia
and Emerging Market futures and options last year.
HKEX has already launched a total of 41 derivatives
based on MSCI indices.

The MSCI China A 50 Connect Index is designed to
have a comprehensive representation of the Chinese
economy by including 50 stocks of the largest stocks in
the China A-share large-cap universe, and by targeting
at least two stocks from each sector. The index
comprises 50 Stock Connect eligible underlyings and
historically has a high correlation to the performance of
main MSCI A-share indices.

Since its launch in 2014, Stock Connect, the landmark
mutual market access program linking the Hong Kong
and Mainland China equity markets, has become the
key channel for international investors to access the A-
shares market and has helped facilitate the inclusion of
Chinese A-shares into key global indices.

Stock Connect trading volumes reached fresh records in
the first quarter of 2021, with average daily turnover of
Northbound and Southbound trading significantly
increased to RMB126.8 billion and HK$60.8 billion
respectively.
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Hong Kong Exchanges and Clearing Limited Signs
Memorandum of Understanding with Guangzhou
Futures Exchange

On August 27, 2021, Hong Kong Exchanges and
Clearing Limited (HKEX) announced that it has signed a
Memorandum of Understanding (MOU) with the
Guangzhou Futures Exchange (GFEX) for strategic
cooperation in promoting sustainability and facilitating
the development of the Guangdong-Hong Kong-Macao
Greater Bay Area.

Under the MOU, HKEX and GFEX will explore the
feasibility of cooperation on product development in both
onshore and offshore markets, with the aim of
supporting China to peak carbon emissions by 2030 and
reach carbon neutrality by 2060. Both exchanges will
also work together in areas such as clearing,
technology, and collaborate on marketing and investor
educational efforts.

HKEX Chief Executive Officer Nicolas Aguzin said:
"HKEX is the first offshore institution to have a direct
investment in a Mainland derivatives exchange and we
are very excited today to be confirming our commitment
to work with GFEX in promoting the development of
China’s derivatives markets. Reflecting our China
Anchored strategy, HKEX will work with GFEX to
actively explore new opportunities to drive the
development of a green and low-carbon market in the
region, and progress innovations to further the opening-
up of China’s futures market."

Established on April 19, 2021, GFEX is the fifth futures
exchange in mainland China. Based in the Guangdong-
Hong Kong-Macao Greater Bay Area, GFEX seeks to
become an innovative and market-oriented exchange
with international influence, focusing on serving the real
economy and green development initiatives. HKEX has
invested RMB210 million for a 7 per cent stake in GFEX.
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The Stock Exchange of Hong Kong Limited
Implements Disciplinary Action against a Former
Director of Grand Peace Group Holdings Limited
(Delisted, previous Stock Code: 8108)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on September 2, 2021 that it has
issued the statement of disciplinary action in relation to
the disciplinary action against a former director of Grand
Peace Group Holdings Limited (delisted, previous stock
code: 8108).

Sanctions
The Exchange

CENSURES Mr. Miguel Sun (Mr. Sun), former executive
director of Grand Peace Group Holdings Limited
(Delisted, previous Stock Code: 8108) (Company)

AND STATES THAT in the Exchange’s opinion, by
reason of his failure to discharge his responsibilities
under the GEM Listing Rules, had Mr Sun remained on
the board of directors of the Company, his retention of
office would have been prejudicial to the interests of
investors.

Summary of Facts

Mr. Sun has provided to the Exchange a Declaration and
Undertaking with regard to Directors (Undertaking) in the
form set out in Appendix 6A to the GEM Listing Rules.
The Undertaking provides that, among other things, he
shall: (i) cooperate in any investigation conducted by the
Listing Division (Division) and/or the GEM Listing
Committee; (ii) promptly and openly answer any
guestions addressed to him; and (iii) provide his up-to-
date contact details to the Exchange for a period of three
years from the date on which he ceases to be a director
of the Company, failing which any documents/notices
sent by the Exchange shall be deemed to have been
served on him.

The Division sought to conduct an investigation into,
among other things, whether or not the Company and its
directors had breached the GEM Listing Rules
(Investigation). For the purpose of the Investigation, the
Division sent various enquiry letters and reminder letters

to the Company but received only one response from the
Company. At the material time, Mr. Sun was an
authorized representative of the Company and should
have acted as the principal channel of communication
between the Exchange and the Company. However, he
did not provide any response to the Division’s enquiries
on behalf of the Company.

After Mr. Sun ceased to be a director and authorized
representative of the Company, the Division sent an
investigation letter and reminder letter to him but he did
not respond.

GEM Listing Committee’s Findings of Breach

The GEM Listing Committee found that:

(1) Mr. Sun breached his Undertaking by failing to
cooperate with the Division in the Investigation,
which constituted a breach of the GEM Listing Rules.
His obligation to provide information reasonably
requested by the Exchange did not lapse after he
ceases to be a director of the Company.

(2) Mr. Sun’s breach of his Undertaking represented a
serious failure to discharge his responsibilities under
the GEM Listing Rules.

Conclusion

Cooperation with the Exchange is imperative for the
maintenance of an orderly, informed and fair market.

Failure to cooperate with, or respond to, the Exchange's
investigation is unacceptable and will warrant imposition
of the most severe sanctions.

The GEM Listing Committee decided to impose the
sanctions set out in the Statement of Disciplinary Action.

For the avoidance of doubt, the Exchange confirms that
the above sanctions apply only to Mr. Sun, and not to
the Company or any other past or present members of
the board of directors of the Company
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Hong Kong Exchanges and Clearing Limited to
Collaborate with Hong Kong Science and
Technology Parks Corporation on Biotech, Fintech
Initiatives

On September 2, 2021, Hong Kong Exchanges and
Clearing Limited (HKEX) announced that it has signed a
Memorandum of Understanding (MOU) with Hong Kong
Science and Technology Parks Corporation (HKSTP), to
explore new biotech and fintech initiatives. HKSTP is
home to the city’s largest research and development
base and a world-class innovation ecosystem, which will
underpin the long-term growth of Hong Kong and the
region as a global center of excellence for biotech and
new economy enterprises.

As part of the MOU, HKEX in particular will gain access
to HKSTP’s deep pool of biotech industry experts to
assist in its review of biotech listing applications. HKSTP
will assemble a team who will share their knowledge and
expertise with HKEX by providing advice on an “as
needed” basis, helping to maintain HKEX's robust
standards of investor protection and leadership as the
world’s number 2 biotech funding hub.

HKEX Chief Executive Officer, Nicolas Aguzin said: “We
are delighted to be teaming up with HKSTP, a uniquely
Hong Kong institution known for its innovation and
expertise, to help drive the continued development of the
city’s fast-growing biotech and new economy
ecosystem. We look forward to working together,
collaborating to realize our shared commitment to the
community, which is to help support the growth
aspirations of the leading companies of tomorrow.”

HKSTP Chief Executive Officer, Albert Wong said:
“HKSTP firmly believes biomedical technology and
fintech to be core pillars for Hong Kong’s innovation-
driven future and this exciting partnership with HKEX
brings us even closer to realizing this vision. This
partnership creates the ideal investment platform and
innovation ecosystem for the best local and international
ventures to succeed and elevate Hong Kong’s position
as a global biotech and fintech leader.”

The collaboration on biotech industry expertise comes
as HKEX this year marked the third anniversary of major
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listing reforms that include permitting listings of pre-
revenue biotech issuers. Since the reforms, Hong Kong
has become the world's second-largest biotech
fundraising hub, welcoming 73 healthcare and biotech
listings that raised HK$227 billion. As of August 2021,
over 50 healthcare companies had submitted listing
applications.

HKSTP has created a unique biomedical technology
development platform combining world-class
infrastructure and incubation programs, supporting
companies with funding, research and development,
product development and commercialization. HKSTP
now supports over 150 biotech companies covering
medical devices, diagnostics, therapeutics and personal
care, as well as regenerative and traditional Chinese
medicine, representing a full spectrum of tech-driven
healthcare solutions.

In addition to the sharing of biotech expertise, the MOU
signed between HKEX and HKSTP also includes
exploring other opportunities for cooperation, and
studying the feasibility of a financial data research
platform for advanced data analysis.

BERXGREAMBRABDSEENEE LS TEMH
REEMBETEEE

T2021 598 2R, BEXZHREEMABRAS) (B
X)) EMSEBNEEAT (EERKE) #1116
EES%, REVNTEEDRERERMNECEBNEE.
EARNEEREBRANNMA FO R FRAF =W
B, #HHBEBUETMKIZARBCREEKTRE
IR I W B BIR D

REFEEEETEK EEXZAUJENEERREAZH
EMREATVER, SEDPHERASNETHRERTE
B, EBENEEBEATRAN, EARERNSEERL
SN ERRMAREVER, HEEE L THH R4S
SERAERE, NEEBEASREZREYRER
RRORFHAL

ERAXGMERATHERREIERT: [EENKER
EXERNUHMLT LN, BNRSNESMBIETF
ENEFTERBEDRROEDREMIFEFESE
BHERIEBNEE HAXAXNEROBRA, ZF
XEHRAARKE RADW FER. BRI, |

EENREATREARARERN: [EENKEREEYD
BEEEHAKETBRAREBEARNZOIE, 5%
BXZNEETERMNEFEEXAX-BR. oK
MEERAREFHN AR FIERRS L E 7 ERMNRE
FAMEMESREG, MNEMMBNBUSRI, FAEBE
FHEBEASKREDR KN SHBKASENAL.

ERSEYRBZIV AN EDNEEETER SR L
THE=ZFF, HERBFTREBRANEDRHLASIH
BLEH, WHESTVEFTRBLRBEEATY. BLHX
EXME, BERRSMERE - KNEMREEIR T 0.
B 2018 ff 4 RESH#A 73 RETREREVRERF)
TEARXZ LT, BRRTFTRATL 2,270 ZETT.
HBE2021F 8 B, ELHEB 50 ZRETRRASR
X EWHE,

EEMRERERENEYEZRKMEATE, FaM
RRERIEFFITY, ALRASREER. FL.
FRARMEFLHEZTENIE. EERKENA
B 150 RAEYRERAWIRHARS, HPEEEFURK
ARWME =Y. 128, 87, PAFE. BEERR
FHGPEANFERRETRRTTR.

BB ESEBRNRERITNEEESRRIREY
R E W HIRHZIN, FEHRFRBIESTFEAEFS
e G EI=,

Source Ej&:
https://www.hkex.com.hk/News/News-
Release/2021/2109023news?sc_lang=en

Hong Kong Securities and Futures Commission
Concludes Consultation on Climate-Related Risks
in Funds

On August 20, 2021, the Securities and Futures
Commission of Hong Kong (SFC) issued amendments
to the Fund Manager Code of Conduct and a circular
setting out expected standards for fund managers
managing collective investment schemes to take
climate-related risks into consideration in their
investment and risk management processes and make
appropriate disclosures.

On October 29, 2020, the SFC launched a Consultation
on the Management and Disclosure of Climate-related
Risks by Fund Managers (consultation). A total of 52
written submissions were received from industry
associations, asset management firms, professional
bodies and individuals. The amendments accompanies
the release on August 20, 2021 of consultation
conclusions on proposed climate-related risk
management and disclosure requirements for fund
managers. In reaching its conclusions, the SFC received
wide support from the industry for financial regulators to
play arole in setting baseline requirements for managing
climate-related risks and combating greenwashing.

Established by the Financial Stability Board in
December 2015, the Task Force on Climate-related
Financial Disclosures is an industry-led working group
tasked with establishing comparable and consistent
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disclosure standards which companies can use to
demonstrate climate change resilience to providers of
capital. The SFC made reference to the Task Force on
Climate-related Financial Disclosures
Recommendations in developing the requirements and
also considered the global regulatory trend towards
harmonization and comparability of standards across
jurisdictions.

“Asset managers play a key role in providing investors
with quality and comparable information about climate-
related risks,” said Ms. Julia Leung, the SFC’s Deputy
Chief Executive Officer and Executive Director of
Intermediaries. “The requirements will help channel
investment capital to companies with sustainable goals
and facilitate the transition to a low carbon economy.”

The new requirements will be implemented in phases
with the first phase to begin on August 20, 2022. Please
refer to the SFC circular issued on August 20, 2021 for
details of the implementation timeline:
https://apps.sfc.hk/edistributionWeb/gateway/EN/circul
ar/intermediaries/supervision/doc?refNo=21EC31.
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Hong Kong Securities and Futures Commission
Approves the Launch of an A shares Index Futures
Contract by the Hong Kong Exchanges and Clearing
Limited

On August 20, 2021, the Securities and Futures
Commission (SFC) has approved the launch of an A
shares index futures contract by the Hong Kong
Exchanges and Clearing Limited (HKEX).

Since the launch of the Mainland and Hong Kong Stock
Connect (Stock Connect) in 2014, international
investors have increasingly participated in the A shares
market via the northbound trading link.

"This A shares index futures contract provides a
significant new risk management tool for the growing
number of global investors who participate in China’s A
shares market, including those trading through Hong
Kong’s Stock Connect mechanism. The ability to trade
A shares futures in Hong Kong, and to hedge pricing
risks effectively, is expected to facilitate the further
growth of long term capital flows into the Mainland
financial markets," the SFC’s Chief Executive Officer,
Mr. Ashley Alder said.

"The new contract is a major milestone in the
development of Hong Kong's capital markets,
strengthening its position as a financial risk
management and China market access centre of
international significance," he added.

HKEX will inform the market of the contract details and
the launch date shortly.

Pursuant to the “Memorandum of Understanding on
Supervisory and Enforcement Cooperation on Matters
concerning Futures” signed in 2017, the China
Securities Regulatory Commission and the SFC have
established close regulatory cooperation arrangements
on cross-boundary derivatives, including supervisory
information sharing and enforcement assistance. Please
see the SFC's press release dated December 29, 2017:
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https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-announcements/news/doc?refNo=17PR159.

The arrangements will help maintain market integrity
and enable the two regulators to better assess and
facilitate the long-term development of the A shares
index futures contract.
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Hong Kong Securities and Futures Commission and
Police Conduct Joint Operation Against Listed
Company and Senior Executives in HK$450 Million
Corporate Fraud Case

On August 27, 2021, the Securities and Futures
Commission of Hong Kong (SFC) and Commercial
Crime Bureau of the Police conducted a joint operation
against a Hong Kong-listed company and its former
senior executives suspected of a series of corporate
fraud related offences involving a total of HK$450
million.

The operation involved a search of the office premises
of the listed company and the residences of its former
senior executives.

The SFC conducted the search with the Police under the
Securities and Futures Ordinance for offences related to
corporate fraud, disclosing false or misleading
information and other misconduct.

During the operation, the Police arrested two persons,
aged 53 and 61 for offences of conspiracy to defraud,
theft and money-laundering. They are alleged to have
conspired with other persons to conduct fictitious
transactions and/or misappropriate funds from the listed
company and are now being detained for further
enquiries.

The joint operation once again demonstrated the
seamless collaboration between the SFC and the Police
to tackle complex and serious financial crimes as well as
their commitment to protect the public and maintain the
integrity and the reputation of Hong Kong's financial
markets.

The investigations are continuing.
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Hong Kong Securities and Futures Commission
Alerts the Public of Unauthorized Investment
Schemes

On August 30, 2021, the Securities and Futures
Commission of Hong Kong (SFC) launched a new
initiative to warn the public about arrangements which
are suspected to be collective investment schemes
(CIS) as defined in section 1 of Part 1 of Schedule 1 to
the Securities and Futures Ordinance (SFO).

A CIS may not be offered to the public in Hong Kong
without the SFC’s authorization. CIS offered to the Hong
Kong public are subject to SFC authorization under the
SFO, unless exempted. In general, CIS must be sold by
an intermediary licensed or registered with the SFC.
Unauthorized CIS may generally be sold to professional
investors only. It may be an offence to offer an
unauthorized CIS to the Hong Kong public or to market
or distribute interests in CIS without the SFC'’s license or
registration.

Investors are urged to be extremely careful if they plan
to invest in an unauthorized investment scheme.

Investment arrangements which have come to the
SFC’s attention and display certain characteristics of a
CIS will be included on a new Suspected Unauthorized
CIS Alert List. The alert list is not exhaustive. The fact
that an arrangement does not appear on the list should
not be taken as an indication that it is, or is not, an SFC-
authorized CIS or otherwise safe for investment. A
searchable list of investment products authorized by the
SFC for public offering, including all SFC-authorized
CIS, is available on the SFC’'s website. These
arrangements may involve overseas real estate or non-
conventional assets and investments such as digital
tokens and initial coin offerings (ICO).

“Unauthorized investment arrangements are highly risky
and investors may lose all their investments,” said Ms.
Christina Choi, the SFC's Executive Director of
Investment Products. “Investors are urged to check the
new alert list and find out whether the arrangement is
authorized by the SFC before investing.”

The SFC will continue to work with the Investor and
Financial Education Council, an SFC subsidiary, to

strengthen investor education about CIS and associated
risks.
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Hong Kong Securities and Futures Commission
Suspends Cheung Man Chit for Two Years

On August 30, 2021, the Securities and Futures
Commission of Hong Kong (SFC) announced that it has
suspended Mr. Cheung Man Chit (Cheung), a former
licensed representative of Emperor Securities Limited
and Emperor Futures Limited (collectively, Emperor), for
two years from August 28, 2021 to August 27, 2023.
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Cheung was licensed under the Securities and Futures
Ordinance (SFO) and was accredited to Emperor
between 29 May 2012 and 6 March 2017 to carry on
Type 1 (dealing in securities) and Type 2 (dealing in
futures contracts) regulated activities. He was
accredited to Freeman Securities Limited and Freeman
Commaodities Limited between 8 May 2017 and 7 June
2021 to carry on Type 1 (dealing in securities), Type 2
(dealing in futures contracts), Type 4 (advising on
securities) and Type 9 (asset management) regulated
activities under the SFO. He is currently not accredited
to any licensed corporation.

The disciplinary action follows an SFC investigation
which found that between June 2013 and February
2018, Cheung:

e submitted false client documents and information to
Emperor, and stated in a client account opening
document that he witnessed the client’s signature
when in fact he had not done as claimed;

e transferred around HK$3.2 million client money
through his personal and related bank accounts and
inputted incorrect information in Emperor’s payment
or deposit forms to facilitate the transfers; and

e used aclient’s password to place trade orders in the
client’s online trading account with Emperor.

The SFC considers that Cheung failed to act honestly,
with due skill, care and diligence, and in the best
interests of his clients. Cheung’s conduct was
prejudicial to the interests of his clients and employers
as it prevented Emperor from ensuring that the account
opening document was properly signed by the client and
client information was accurately recorded, adequately
safeguarding client assets, and properly monitoring and
supervising clients’ trading activities under General
Principles 1 and 2 of the Code of Conduct for Persons
Licensed by or Registered with the Securities and
Futures Commission.

The SFC also found that Cheung failed to inform the
SFC and Emperor of his directorship and proprietorship
of two companies that he owned.

In deciding the sanction, the SFC took into account all
relevant circumstances, including the duration of
Cheung's misconduct and his otherwise clean
disciplinary record.

A copy of the Statement of Disciplinary Action is
available on the SFC website:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-
announcements/news/openAppendix?refNo=21PR90&
appendix=0
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https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=21PR90

U.S. Federal Court Orders Multi-Million Dollar Ponzi
Scheme Fraudster Permanently Banned from
Trading and Registering with U.S. Commodity
Futures Trading Commission

On August 27, 2021, the U.S. Commodity Futures
Trading Commission (CFTC) announced that the U.S.
District Court for the Southern District of Ohio entered a
Consent Order for Permanent Injunction and Other
Equitable Relief against Glen Galemmo finding, among
other things, that Galemmo fraudulently solicited
individuals to place funds in a commodity pool to trade
commodity futures, commodities, stocks and bonds and
misappropriated millions of dollars. The order imposes
on Galemmo permanent trading and registration bans.

According to the order, and as Galemmo admitted in his
plea agreement in a separate, parallel criminal action,
from February 18, 2010 through at least July 17, 2013,
Galemmo, through his firm, QFC, LLC, made material
misrepresentations to commodity pool participants,
including falsely illustrating that the pool generated
returns of 17 to 40 percent from 2008 through 2012.
Galemmo also failed to disclose that he failed to trade
pool participants’ funds for a substantial period, and sent
investors fraudulent account statements showing false
purported trading profits. Through his scheme,
Galemmo solicited more than US$116 million from pool
participants, which he represented would be used for
trading futures, commodities and other financial
products. In fact, Galemmo only deposited
approximately US$4.7 million of over US$116 million
solicited from pool participants into futures accounts that
he controlled and sustained total trading losses of
approximately US$1.2 million. Galemmo also allegedly
withdrew or caused to be withdrawn US$2.7 million in
pool participants’ funds from these futures accounts.
Galemmo misappropriated the vast majority of the
remaining funds for personal and other business uses.

In a separate, parallel criminal action brought by the U.S.
Attorney for the Southern District of Ohio, Galemmo
previously pleaded guilty to wire fraud and money
laundering in connection with the scheme. On August 28,
2014, Galemmo was sentenced to 188 months in federal
prison and ordered to pay US$34.5 million in restitution
to his victims.

The CFTC cautions that orders requiring repayment of
funds to victims may not result in the recovery of any
money lost because the wrongdoers may not have
sufficient funds or assets. The CFTC will continue to

fight vigorously for the protection of customers and to
ensure the wrongdoers are held accountable.
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Source &
https://cftc.gov/PressRoom/PressReleases/8420-21

U.S. Commodity Futures Trading Commission
Orders a Man to Pay US$150,000 for Registration
Violation and Violations of Commodity Pool
Operator Regulations
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On August 26, 2021, the U.S. Commodity Futures
Trading Commission (CFTC) issued an order filing and
simultaneously settling charges against Cody Malosi
Wilson for failing to register as a commodity pool
operator (CPO) and failing to comply with CFTC
regulations regarding CPOs. The order requires Wilson
to pay a US$150,000 civii monetary penalty and to
cease and desist from any further violations of the
Commodity Exchange Act (CEA) or CFTC regulations,
as charged.

The order finds that from approximately August 2015 to
October 2018, Wilson operated commaodity pools that he
ran under various names, including Young Millionaires,
Simple Wealth, and Simple Wallet. In connection with
those pools, Wilson solicited and accepted funds from
pool participants for the purpose of trading binary
options on foreign currency pairs. Wilson used interstate
commerce to operate the pools and solicit and accept
funds from pool participants, but failed to register as a
CPO as required.

The order also finds that Wilson violated CFTC
regulations by receiving funds from pool participants via
accounts in his name, commingling pool funds with his
own property, and failing to operate each commaodity
pool as a separate legal entity from himself.

The CFTC has issued several customer protection
Fraud Advisories, including the Commodity Pool Fraud
Advisory, which warns customers about a type of fraud
involving individuals and firms, often unregistered,
offering investments in commodity pools. The CFTC
also strongly urges the public to verify a company’s
registration with the CFTC before committing funds. If
unregistered, a customer should be wary of providing
funds to that entity.

XERRRXZIZRAIGI—BETHRER
mBEZEEMEXM 150,000 %T
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Source Ej&:
https://cftc.gov/PressRoom/PressReleases/8419-21

U.S. Federal Court Orders a Man and Two
Companies to Pay Over US$15.6 Million for Forex
Fraud and Registration Violations

On August 25, 2021, the U.S. Commodity Futures
Trading Commission (CFTC) announced that the U.S.
District Court for the Northern District of Georgia entered
an order granting the CFTC’s motion for entry of default
judgment against defendants Silver Star FX, LLC d/b/a
Silver Star Live (SSL), a former limited liability company,
Silver Star Live Software LLC (SSLS), a limited liability
company, and David Wayne Mayer (known by the
pseudonym “Quicksilver”). The order finds that all three
defendants are liable for solicitation fraud in connection
with forex transactions, Commodity Trading Advisor
(CTA) fraud, as well as multiple CFTC registration
violations.

In the order, U.S. District Judge Robert P. Boulee found
that from at least July 2018 to March 2019, the
defendants fraudulently solicited customers to open
discretionary trading accounts, and offered to trade
those accounts, through a fully automated retail foreign
currency (forex) trading software system that Mayer
created. The order further finds that the defendants
solicited customers through online videos, social media,
and in-person marketing events. As found in the order,
the solicitations contained material misrepresentations
and omissions regarding Mayer's qualifications and
trading experience. Additionally, as found in the order,
the defendants misrepresented the forex trading
system’s performance history and expected trading

16



J M L

profits. Further, as found in the order, the defendants
failed to disclose that Mayer never opened a live trading
account using the forex trading system. The order
further found that Mayer failed to register as an
associated person of a CTA; and that SSL and SSLS
unlawfully permitted Mayer to become or remain
associated with them.

The order requires SSLS and Mayer to pay
US$3,712,035.93 in restitution jointly and severally and
SSL to pay US$198,143.03 in restitution. The order
further imposes US$9,798,107.79 in civil monetary
penalties on SSLS; US$9,798,107.79 on SSL; and
US$1,338,000 on Mayer. Additionally, under the order,
defendants are permanently enjoined from engaging in
conduct that violates the Commodity Exchange Act
(CEA), registering with the CFTC, and trading in any
CFTC-regulated markets.

XEBBERGC—BB FHRARA AMIMNCEKIETE
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Source &
https://cftc.gov/PressRoom/PressReleases/8417-21

U.S. Commodity Futures Trading Commission
Amends Existing Brexit-Related Relief to Provide
Market Certainty

On August 31, 2021, the U.S. Commodity Futures
Trading Commission (CFTC)'s Division of Market
Oversight (DMO) announced that it is amending
previously granted temporary no-action relief in
connection with the withdrawal of the United Kingdom
(UK) from the European Union (EU), known as Brexit.

Specifically, DMO is amending the DMO portion of
CFTC Staff Letter No. 20-39 in order to provide relief to
three additional UK multilateral trading facilities (MTFs)
and an organised trading facility (OTF) and their market
participants. The previously provided relief was meant to
provide certainty and maintain the status quo of the EU
5h(g) Exemptive Order upon the expiration of the Brexit
transition period while the CFTC works on a
determination for UK authorized MTFs and OTFs under
the Commodity Exchange Act (CEA) Section 5h(g).

The amended relief will expire upon the earlier of (i) the
effective date of any exemptive order issued by the
CFTC pursuant to CEA section 5h(g), for MTFs and
OTFs authorized within the UK; or (ii) December 31,
2021.

The amended relief does not alter, amend, supersede,
or terminate any of the CFTC's Market Participant
Division no-action positions that are included in the
CFTC Staff Letter No. 20-39.

The CFTC has taken a number of other steps to facilitate
a smooth transition upon withdrawal of the UK from the
EU. For example, in February 2019, the CFTC, the Bank
of England and its Prudential Regulation Authority, and
the UK Financial Conduct Authority issued a statement
regarding the continuity of derivatives trading and
clearing post-Brexit.

XERMHIRZHERASEVTRE S HEBRRAX MK
TR IR T 5T E
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Source Ej&:
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U.S. Securities and Exchange Commission
Announces Three Actions Charging Deficient
Cybersecurity Procedures

On August 30, 2021, the U.S. Securities and Exchange
Commission (SEC) sanctioned eight firms in three
actions for failures in their cybersecurity policies and
procedures that resulted in email account takeovers
exposing the personal information of thousands of
customers and clients at each firm. The eight firms,
which have agreed to settle the charges, are: Cetera
Advisor Networks LLC, Cetera Investment Services LLC,
Cetera Financial Specialists LLC, Cetera Advisors LLC,
and Cetera Investment Advisers LLC (collectively, the
Cetera Entities); Cambridge Investment Research Inc.
and Cambridge Investment Research Advisors Inc.
(collectively, Cambridge); and KMS Financial Services
Inc. (KMS). All were SEC-registered as broker dealers,
investment advisory firms, or both.

According to the SEC's order against the Cetera Entities,
between November 2017 and June 2020, cloud-based

email accounts of over 60 Cetera Entities' personnel
were taken over by unauthorized third parties, resulting
in the exposure of personally identifying information (PII)
of at least 4,388 customers and clients. None of the
taken over accounts were protected in a manner
consistent with the Cetera Entities' policies. The SEC's
order also finds that Cetera Advisors LLC and Cetera
Investment Advisers LLC sent breach notifications to the
firms' clients that included misleading language
suggesting that the notifications were issued much
sooner than they actually were after discovery of the
incidents.

According to the SEC's order against Cambridge,
between January 2018 and July 2021, cloud-based
email accounts of over 121 Cambridge representatives
were taken over by unauthorized third parties, resulting
in the PIl exposure of at least 2,177 Cambridge
customers and clients. The SEC's order finds that
although Cambridge discovered the first email account
takeover in January 2018, it failed to adopt and
implement firm-wide enhanced security measures for
cloud-based email accounts of its representatives until
2021, resulting in the exposure and potential exposure
of additional customer and client records and
information.

According to the SEC's order against KMS, between
September 2018 and December 2019, cloud-based
email accounts of 15 KMS financial advisers or their
assistants were taken over by unauthorized third parties,
resulting in the PIl exposure of approximately 4,900
KMS customers and clients. The SEC's order further
finds that KMS failed to adopt written policies and
procedures requiring additional firm-wide security
measures until May 2020, and did not fully implement
those additional security measures firm-wide until
August 2020, placing additional customer and client
records and information at risk.

"Investment advisers and broker dealers must fulfill their
obligations concerning the protection of customer
information," said Kristina Littman, Chief of the SEC
Enforcement Division's Cyber Unit. "It is not enough to
write a policy requiring enhanced security measures if
those requirements are not implemented or are only
partially implemented, especially in the face of known
attacks."

The SEC's orders against each of the firms finds that
they violated Rule 30(a) of Regulation S-P, also known
as the Safeguards Rule, which is designed to protect
confidential customer information. The SEC's order
against the Cetera Entities also finds that Cetera
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Advisors LLC and Cetera Investment Advisers LLC
violated Section 206(4) of the Investment Advisers Act
of 1940 and Rule 206(4)-7 in connection with their
breach notifications to clients. Without admitting or
denying the SEC's findings, each firm agreed to cease
and desist from future violations of the charged
provisions, to be censured and to pay a penalty. The
Cetera Entities will pay a US$300,000 penalty,
Cambridge will pay a US$250,000 penalty, and KMS will
pay a US$200,000 penalty.
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U.S. Securities and Exchange Commission
Requests Information and Public Comment on
Matters Related to the Use of Digital Engagement
Practices by Broker-Dealers and Investment
Advisers

On August 27, 2021, the U.S. Securities and Exchange
Commission (SEC) announced that it is requesting
information and public comment on matters related to
the use of digital engagement practices by broker-
dealers and investment advisers. These tools include
behavioral prompts, differential marketing, game-like
features (commonly referred to as gamification), and
other design elements or features designed to engage
with retail investors on digital platforms (e.g., websites,
portals, and applications), as well as the analytical and
technological tools and methods (collectively called
digital engagement practices (DEPS)).

Highlights
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With respect to the use and development of DEPs by
firms on their digital platforms, the SEC is issuing the
Request for Comment to:

1. Assist the SEC and its staff in better understanding
and assessing the market practices associated with
the use of DEPs by firms, including: (1) the extent to
which firms use DEPs; (2) the types of DEPs most
frequently used; (3) the tools and methods used to
develop and implement DEPs; and (4) information
pertaining to retail investor engagement with DEPs,
including any data related to investor demographics,
trading behaviors, and investment performance.

2. Provide a forum for market participants (including
investors), and other interested parties to share their
perspectives on the use of DEPs and the related
tools and methods, including potential benefits that
DEPs provide to retail investors, as well as potential
investor protection concerns.

3. Facilitate an assessment by the SEC and its staff of
existing regulations and consideration of whether
regulatory action may be needed to further the
SEC’s mission, including protecting investors and
maintaining fair, orderly, and efficient markets in
connection with firms' use of DEPs and related tools
and methods.

The SEC is also issuing the Request to assist the SEC
and its staff in better understanding the nature of
analytical tools and other technology used by investment
advisers to develop and provide investment advice to
clients, including (1) oversight of this technology; (2) how
investment advisers and clients have been affected by
technology; (3) potential risks to investment advisers,
clients, and the markets more generally related to this
technology; and (4) whether regulatory action may be
needed to enhance investor protection while preserving
the ability of investors to benefit from investment
advisers’ use of technology.

The SEC is hoping to learn what conflicts of interest may
arise from optimization practices and whether those
optimization practices affect the determination of
whether DEPs are making a recommendation or
providing investment advice.

Public comment period

The public comment period will remain open for 30 days
following publication of the Request in the Federal
Register. The SEC encourages retail investors to
comment on their experiences by submitting a Feedback

Flyer, available here:
https://lwww.sec.gov/rules/other/2021/online-trading-
investment-platforms-feedback-flyer.html.
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U.S. Securities and Exchange Commission Charges
Global Crypto Lending Platform and Top Executives
in US$2 Billion Fraud

On September 1, 2021, the U.S. Securities and
Exchange Commission (SEC) announced that it has
filed an action against BitConnect, an online crypto
lending platform, its founder Satish Kumbhani, and its
top U.S. promoter and his affiliated company, alleging
that they defrauded retail investors out of US$2 billion
through a global fraudulent and unregistered offering of
investments into a program involving digital assets.

According to the SEC's complaint, filed in the United
States District Court for the Southern District of New
York, from early 2017 through January 2018,
Defendants conducted a fraudulent and unregistered
offering and sale of securities in the form of investments
in a "Lending Program" offered by BitConnect. The
complaint alleges that, to induce investors to deposit
funds into the purported Lending Program, Defendants
falsely represented, among other things, that BitConnect
would deploy its purportedly proprietary "volatility
software trading bot" that, using investors' deposits,
would generate exorbitantly high returns. However, the
SEC alleges that instead of deploying investor funds for
trading with the purported trading bot, defendants
BitConnect and Kumbhani siphoned investors' funds off
for their own benefit by transferring those funds to digital
wallet addresses controlled by them, their top promoter
in the U.S., defendant Glenn Arcaro, and others. The
SEC's complaint further alleges that BitConnect and
Kumbhani established a network of promoters around
the world, and rewarded them for their promotional
efforts and outreach by paying commissions, a
substantial portion of which they concealed from
investors. According to the complaint, among these
promoters was Arcaro, the lead national promoter of
BitConnect for the United States who used the website
he created, Future Money, to lure investors into the
Lending Program.

The SEC's complaint charges Defendants with violating
the antifraud and registration provisions of the federal
securities laws. The complaint seeks injunctive relief,
disgorgement plus interest, and civil penalties. The SEC
previously reached settlements with two of the five
individuals it charged in a related action for promoting
the BitConnect offering. In a parallel action, the U.S.
Department of Justice announced that Arcaro has
pleaded guilty to criminal charges.
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U.S. Securities and Exchange Commission Charges
Underwriter and Its Former CEO With Misconduct In
Muni Bond Tender Offer

On August 26, 2021, the U.S. Securities and Exchange
Commission (SEC) instituted settled charges against
Crews & Associates Inc., a broker-dealer, and its former
CEO, Rush F. Harding lll, for unfair dealing in
connection with a municipal bond tender offer.

The SEC's orders find that Crews, at Harding's direction,
recommended to a county in West Virginia that the
county attempt to reduce the amount of its outstanding
debt service expense through a tender offer for bonds it
had issued years earlier. According to the orders, in the
months following the discussions of the tender offer,
Crews, with Harding's approval, purchased millions of
dollars of the county's outstanding bonds and sold them
to an entity affiiated with Crews and to Crews'
customers. Almost all of the bonds Crews acquired were
eventually sold to its affiliate and tendered back to the
county at a price that Crews had recommended,
resulting in a net profit to the affiliate. In recommending
the purchase price, Crews did not disclose to the county
that Crews' affiliate had acquired bonds to be tendered,
or the resulting conflict of interest created by its affiliate's
financial interest in the tender offer.

Crews and Harding have agreed, without admitting or
denying the SEC's findings, to orders finding that they
willfully violated fair dealing and supervision provisions
of certain Municipal Securities Rulemaking Board
(MSRB) Rules, finding that Crews willfully violated
Section 15B(c)(1) of the Securities Exchange Act of
1934 (Exchange Act), which prohibits broker-dealers
from effecting transactions in municipal securities in
contravention of MSRB rules, and finding that Harding
caused that violation. The orders also censure Crews
and Harding and order Crews and Harding to cease and
desist from violating Exchange Act Section 15B(c)(1).
Crews is ordered to pay disgorgement and prejudgment
interest of US$44,072 and a civil penalty of US$200,000,
and Harding is ordered to pay disgorgement and
prejudgment interest of US$46,481 and a civil penalty of
US$100,000. Harding has also agreed to certain
undertakings and limitations on activities.

XEIESX S EASEEARERIRANERNTEED
BfESEARBRFEERSTA

2021 8H26H, XEIHEXFZERS (FEIEXS)
EITE L2 57 Crews & Associates Inc. X i g EH

7% Rush F. Harding IIl 3Bk %ELK I FAF
S iRERRIEE.

EEIEX MWL A, Crews 7£ Harding B35~ T,
EEFEETMNHA—NEENZEXEBREIN ZEHL
THRFENEARERE D ERBEENEREA. RIE
we, EHREARMENLNBR, Crews 7t Harding
HLETMITHELETHERERS, FHELE
%55 Crews FKELAYSLIAFN Crews f9%& 7, Crews 3k15
HWILFFRrBERERAHELELRTHHEAS, FIL
Crews HHEMNMBERL T1ZE, MMAKEBASTX
THEFE, EEEBINIEE, Crews XBEEBFE
% Crews Mt EATHKE T ERBHNHSE, HEEEE
HIf B~ S TE B LU 590 55 F 25 Frig sl A9 F s 2R .

Crews # Harding ERIR, EARKINSITINEERILERS
E’\Jiﬁﬁéi%ﬂ’]’I*JRT HEMMNBRERELETBIES
0 & E Z R< (Municipal Securities Rulemaking
Board) (MSRB) MMM A FEXZMEEME, AE
Crews #EE R (1934 FIEHXFHE) ((XHZE) ) %
15B(c)(1) %, Z&BIEE IS QEX%F‘T & MSRB 1 1
HITMBIESRZ S, FIAER Harding 5L 7 XFEM
T4, Z¥XiER Crews 9FEI Harding, 3454 Crews
#0 Harding {Z1FiE & (& 53%) & 15B(c)(1) %, Crews
WIRL SRS MR EF B 44,072 3£50F1 200,000 3
THRESIK, Harding # &< SR PIEMAAR T2
46,481 %7t 100,000 E£THMRZESIFK. Harding i£[F]
BT E AR R LR E RS .

Source &
https://www.sec.gov/news/press-release/2021-166

U.S. Securities and Exchange Commission Charges
Healthcare Services Company and CFO for Failing
to Accurately Report Loss Contingencies as part of
Continuing Earnings Per Share Initiative

On August 24, 2021, the U.S. Securities and Exchange
Commission (SEC) announced that Healthcare Services
Group, Inc. (HCSG) has agreed to pay US$6 million to
settle charges that the company engaged in accounting
and disclosure violations that enabled the company to
report inflated quarterly earnings per share (EPS) that
met research analysts' consensus estimates for multiple
quarters. This is the third action to result from the
Division of Enforcement's ongoing EPS Initiative, which
uses risk-based data analytics to uncover potential
accounting and disclosure violations caused by, among
other things, earnings management practices.
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The SEC's order finds that in 2014 and 2015, HCSG, a
provider of housekeeping, dining, and other services to
healthcare facilities, failed to timely accrue for and
disclose material loss contingencies related to the
settlement of private litigation against the company, as
required by U.S. Generally Accepted Accounting
Principles. By failing to properly record the loss
contingencies in the appropriate quarters, which would
have had the effect of reducing the company's income,
HCSG reported EPS that met to the penny or came
close to meeting research analyst consensus EPS
estimates and reported multiple quarters of EPS growth,
including then-record-high EPS. According to the order,
HCSG's former CFO John C. Shea failed to direct the
recording or disclosure of the loss contingencies on a
timely basis. The order also finds that HCSG's Controller,
Derya D. Warner, made other accounting entries that
were not supported by adequate documentation as
required by company policies.

The SEC's order finds that HCSG and Shea violated
Sections 17(a)(2) and (3) of the Securities Act of 1933,
and that HCSG violated the financial reporting, books
and records, and internal controls provisions of the
Securities Exchange Act of 1934. The order further finds
that Shea caused HCSG's violations, and Warner
caused HCSG's books and records and internal controls
violations. Without admitting or denying the SEC's
findings, HCSG, Shea, and Warner have agreed to
cease and desist from future violations of the charged
provisions and pay civil penalties of US$6 million,
US$50,000, and US$10,000, respectively. Shea also
has agreed to be suspended from appearing and
practicing before the SEC as an accountant, which
includes not participating in the financial reporting or
audits of public companies. The order permits Shea to
apply for reinstatement after two years.
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Shenzhen Stock Exchange Solicits Opinions on the
Revision of the Implementation Rules on the IPO
Stock Issuance and Underwriting Business on the
ChiNext Board

On August 20, 2021, the Shenzhen Stock Exchange
(SZSE) issued announcement that it is soliciting
opinions on the Revision of the Implementation Rules on
the IPO Stock Issuance and Underwriting Business on
the ChiNext Board (Implementation Rules on IPO). The
aim of the revision is to implement the requirements of
China Securities Regulatory Commission (CSRC) on
higher-level laws, optimize relevant supporting business
rules for the issuance and underwriting of new stocks on
the ChiNext Board, facilitate an orderly interaction
between buyers and sellers, help market-based
issuance and pricing mechanisms effectively play their
roles, and keep order and maintain a sound ecosystem
in the market. SZSE is soliciting opinions till September
5, 2021.

Relevant leadership of SZSE said that, since the
implementation of the pilot project of the registration-
based IPO system on the ChiNext Board, SZSE has
further refined the market-based issuance and
underwriting systems, and established the book
building, pricing and placing mechanism of new stocks
on the ChiNext Board with institutional investors as the
mainstay. Those efforts have played a positive role, and
resulted in the stable and orderly issuance of new stocks
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in general. However, some new situations and new
problems also emerged in practices. To address those
new situations and new problems, under the guidance
of CSRC and adhering to the market-oriented and rule-
of-law principle, SZSE studied and improved
the Implementation Rules on IPO at times while
strengthened the regulation of issuance and
underwriting regularly, to proactively safeguard fairness
and efficiency in the issuance and underwriting process
of new stocks. The revision mainly involves three
aspects. First, SZSE will refine the higher gquotation
removal mechanism, adjusting the removal proportion of
higher quotation from no less than 10% to no more than
3%. Second, SZSE will consider the Special Provisions
on the IPO Stock Issuance and Underwriting on the
ChiNext Board, cancelling the requirement that the IPO
issuance pricing shall be linked with the subscription
schedules and the number of special notices on
investment risks. Third, SZSE will strengthen regulation
of book building and quotation by laying down the norms
and requirements that offline investors shall follow in
book building, and defining their acts of violation and
regulatory measures. Those who are suspected of
violating laws or CSRC's regulations will be reported to
CSRC or be investigated for criminal responsibility by
judiciary authorities according to law.

Next, SZSE will continue to practice the principles of
“system building, non-intervention, and zero tolerance”
and the urges to revere the market, revere the rule of
law, hold high professionalism, stay alert to risks, and
obtain support from various parties across the board.
Adhering to the working philosophy of being “open-
minded, transparent, honest and impartial”, SZSE will
carefully study and take consideration of reasonable
advices from market players and further refine
the Implementation Rules on IPO. Besides, SZSE will
improve the issuance and underwriting mechanism on
the ChiNext Board, build a more market-oriented
issuance and pricing system, and strengthen regulation
during the issuance and underwriting process. In
addition, SZSE will also urge both buyers and sellers to
earnestly fulfil their duties, quote independently and
objectively and price in a prudent and reasonable
manner, to jointly keep order of new stock issuance and
give better play to the function of optimizing the
allocation of factor resources.
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Shanghai Share Exchange Solicits Public Opinions
on the Revision of Business Rules related to the
Issuance and Underwriting of Shares on the STAR
Market

On August 20, 2021, in order to better leverage the
function of the market-oriented issuance and
underwriting mechanism of the STAR Market, promote
the equilibrium of the game between buyers and sellers,
strengthen the supervision of offline investors’ quotation
behavior, and improve the effectiveness of the capital
market in serving the real economy under the
registration system. Under the guidance of the China
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Securities Regulatory Commission, the Shanghai Share
Exchange (SSE) announced that it intends to amend the
"Shanghai Share Exchange STAR Market Share
Issuance and Underwriting Implementation Measures"
and the SSE Star Market Share Issuance and
Underwriting Business Guidelines (such two business
rules, collectively, Business Rules for Share Issuance
and Underwriting of STAR Market) will be publicly
solicited from the market from now until September 5,
2021.

The market-oriented issuance and underwriting
mechanism established by the STAR Market has been
in operation for two years, and the issuance of new
shares has been generally stable and orderly. However,
in practice, there have been some new situations and
new problems that some offline investors pay more
attention to strategy but not research, to "group
guotations" to get into the pool for consideration, and to
interfere with the order of issuance. In this regard, in
accordance with the principles of marketization and rule
of law, and taking into account the fairness and
efficiency of new share issuance under the registration
system, the SSE intends to optimize and adjust the
pricing mechanism of some STAR Market share
issuance to create favorable conditions for investors to
standardize and participate in offline inquiry and
guotation. To promote the equilibrium of the game
between buyers and sellers, the SSE intends to
simultaneously strengthen the supervision of the
issuance and underwriting process, and further form a
good ecology of the new share issuance market.

The main contents of the rule revision include: first, the
highest quotation elimination ratio is adjusted. The
highest quotation rejection ratio is adjusted from "not
less than 10%" to "not more than 3%". Second, the
requirement that the pricing of new shares issuance is
linked to subscription arrangements and the number of
special announcements on investment risks is
cancelled. It is clarified that if the determined issuance
price exceeds the average price quoted by offline
investors after the initial inquiry, only one special
announcement on investment risks is required before
the subscription, and there is no need to delay
subscription arrangements. Third, the supervision of
guotation behavior is strengthened. It further clarifies the
normative requirements for offline investors to
participate in the inquiry and quotation of new shares on
the STAR Market, and include possible violations into
the scope of self-regulatory supervision. In the process
of issuance and underwriting business or inquiry and
quotation, the SSE will report relevant clues to the China
Securities Regulatory Commission for investigation and
punishment. If a crime is suspected, the judicial authority
shall pursue criminal responsibility in accordance with
the law.

The SSE will do a good job in collecting, evaluating, and
absorbing and adopting relevant feedback, and timely
revise and improve the business rules for the
underwriting of share issuance on the STAR Market. In
the next step, under the guidance of the China Securities
Regulatory Commission, the SSE will continue to
supervise the underwriting process of the STAR Market
share issuance, promote game equilibrium, improve
issuance efficiency, better realize the listing and
financing function of the STAR Market and serve the
high-quality development of the real economy.
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Singapore Exchange Securities Trading Limited
Listings Disciplinary Committee Reprimands Astaka
Holdings Limited, its Present Executive Director and
Former CEO Zamani Bin Kasim, and its Former CFO
Lee Shih Yi

On August 20, 2021, the Singapore Exchange Securities
Trading Limited (SGX-ST) Listings Disciplinary
Committee (LDC) announced that it has reprimanded
Astaka Holdings Limited (Company) for breaching
Catalist Rule 703(1)(a) by failing to promptly disclose its
wholly-owned indirect subsidiary’s receipt of a letter of
demand dated July 11, 2019, a piece of material
information known to the Company which was
necessary to avoid the establishment of a false market
in the Company’s securities.

The LDC also reprimanded:

(a) Dato’ Zamani Bin Kasim, present Executive Director
and former Chief Executive Officer of the Company;
and

(b) Lee Shih Yi, former Chief Financial Officer of the
Company,

under Catalist Rule 302(6), for causing the Company to
breach Catalist Rule 703(1)(a).

In addition, the LDC required Dato’ Zamani Bin Kasim to
provide a signed written undertaking to SGX-ST to
resign from all his current positions and not to be
appointed to any position in the Company for a period of
two years from August 17, 2021.

The LDC’s Grounds of Decision can be found here:
https://www.sgx.com/regulation/public-disciplinary-
actions/sgx-st-listings-disciplinary-committee-
reprimands-astaka.
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Singapore Exchange Regulation Charts the Way
Forward on Mandatory Climate Reporting, Wants
Board Diversity Disclosures

On August 26, 2021, Singapore Exchange Regulation
(SGX RegCo) announced that it is proposing a roadmap
for climate-related disclosures to be made mandatory in
issuers’ sustainability reports (SRs) amid urgent
demand for such information from lenders, investors and
other key stakeholders. Other matters SGX RegCo is
consulting the public on include requiring assurance of
SRs and one-time sustainability training for all directors.

At the same time, SGX RegCo also proposes to step up
efforts to enhance board diversity by requiring issuers to
have a board diversity policy and provide disclosures on
related targets, plans and timelines in annual reports
(ARS).

On climate reporting, SGX RegCo wants issuers to
make disclosures based on recommendations of the
Task Force on Climate-related Financial Disclosures
(TCFD). The TCFD’s internationally recognized
recommendations will guide companies in providing
consistent and decision-useful information for market
participants. This is a first step to better prepare issuers
for reporting against anticipated global baseline
sustainability reporting standards to be developed by the
International Financial Reporting Standards Foundation,
which build on existing work of leading sustainability
reporting organizations including TCFD.
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A phased approach to mandatory climate reporting is

proposed:

o allissuers to adopt climate reporting on a “comply or
explain” basis for their financial year (FY)
commencing in 2022;

o from the FY commencing in 2023 onwards, climate
reporting will be mandatory for some sectors of
issuers while ‘comply or explain’ will remain the
approach for the others; and

e from the FY commencing in 2024 onwards, more
sectors of issuers will adopt mandatory climate
reporting with the rest doing so on a ‘comply or
explain’ basis.

In respect of assurance, SGX RegCo proposes to
require issuers to subject their SRs to assurance by their
internal auditors. The scope should minimally include
assurance on whether the data being reported is
accurate and complete. Issuers may also choose to
have their SRs externally assured through external
auditors or an independent assurance services provider.

To ensure boards have common knowledge of their
roles and responsibilities, it is proposed that all directors
attend a one-time training on sustainability.

Separately, to assist issuers in providing, and investors
in accessing, an aligned set of environmental, social and
governance (ESG) data, a list of 27 proposed ESG
metrics is being consulted on. While not mandatory,
these metrics may be used by issuers in conjunction with
their sustainability reporting. SGX RegCo is also
consulting on a proposed data portal where investors
can access ESG data in a structured format as reported
by issuers in accordance with aligned metrics and
disclosure requirements.

Additionally, SGX RegCo is seeking feedback on
proposals to mandate issuers having in place a board
diversity policy and to disclose in their ARs:

e a board diversity policy including targets,
accompanying plans and timeline for achieving the
stipulated diversity on its board; and

e adescription of how the combination of skills, talents,
experience and diversity of directors in the board
serves the needs and plans of the issuers.

SGX RegCo is also proposing that issuers be required
to adopt these enhancements for their sustainability
reports and annual reports for financial years beginning
on or after January 1, 2022.

“Lenders, insurers and investors increasingly want
climate-related information for decision-making. The
proposals today are aimed at helping our issuers meet
these demands and to build their resilience to climate
risks. Some business sectors are more carbon intensive
and hence climate risks affect them more significantly

compared to others. These should therefore be among
the first to make climate disclosures. We are also
proposing to codify board diversity disclosures in
response to investor requirement,” said Mr. Tan Boon
Gin, CEO of SGX RegCo.

“Climate risks are of increasing concern to investors.
Climate-related disclosures allow companies to
demonstrate that they are preparing for the challenges
of climate change. | encourage companies to use the
opportunity to give stakeholders confidence in the future
of their businesses,” said Ms. Grace Fu, Minister for
Sustainability and the Environment.

“SGX'’s proposed roadmap towards mandatory TCFD
aligned climate-related disclosures by SGX-listed
issuers is a timely one. Globally consistent, comparable
and reliable climate-related disclosures will enable
market participants to price and manage climate risks
more effectively. This will help enhance trust in
sustainable investments and expand SGX-listed issuers’
access to the growing pool of global capital directed at
sustainability investing. Overall, this is an important step
in facilitating Asia’s transition to a low carbon economy,”
said Mr. Lim Tuang Lee, Assistant Managing Director
(Capital Markets), Monetary Authority of Singapore.

The public consultations are open till September 27,
2021 and found here:
https://lwww.sgx.com/regulation/public-consultations
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[Sophia to insert US News]

Australian Securities and Investments Commission
Consults on Payment for Order Flow Rule
Amendments

On August 25, 2021, Australian Securities and
Investments Commission (ASIC) has released
Consultation Paper 347 Proposed amendments to the
prohibition on order incentives in the ASIC market
integrity rules (CP 347).

ASIC has identified that its rules do not deal with certain
payment-for-order-flow scenarios such as arrangements
between non-market participant intermediaries and
proposes to close this regulatory gap.

Payment for order flow is not prevalent in the Australian
equity market, however ASIC has observed continued
growth of payment for order flow in other markets
(mostly the US). There is also increasing scrutiny of
payment for order flow by other regulators.

Payment-for-order-flow arrangements create conflicts of
interest that can lead to poor client outcomes. It can also
negatively impact market liquidity and pricing. In ASIC’s
view, these harms outweigh the benefits.

ASIC has considered the application of the existing
prohibition on payment for order flow in the context of
recent developments in Australia and aboard. ASIC
seeks feedback on its proposal to amend the current
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prohibition, which is set out in Part 5.4B of the ASIC
Market Integrity Rules (Securities Markets) 2017.

ASIC'’s proposed amendments are a proactive measure
intended to avoid the emergence of payment for order
flow arrangements in Australia.

Next steps

The consultation period will end on November 3, 2021,
providing respondents with an extended period in
recognition of the pandemic shutdowns in which to
respond to ASIC’s proposals.

After receiving submissions on CP 347, ASIC will
consider the feedback, publish a feedback report and, if
ASIC chooses to proceed, submit the amended rules for
Ministerial consent.

Background

Payment for order flow (PFOF) is an arrangement where
by one person buys client order flow from another
person, in exchange for a payment or other incentive. It
is currently prohibited among market participants.

Under Rule 5.4B.1(1) a market participant must not,
directly or indirectly, make a cash payment to another
person for their order flow, if the cash payment leads to
the net cost being less than the value of the reported
price for the transaction(s).

The definition of ‘net cost’ (which is set out in Rule
5.4B.1(2)) in effect means that a market participant
cannot pay more for order flow than the commission
received by the market participant for those orders - that
is, it prohibits PFOF if it results in a ‘negative
commission’.
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Australian Securities and Investments Commission
Publishes Corporate Plan 2021-25

On August 26, 2021, Australian Securities and
Investments Commission (ASIC) publishes its
Corporate Plan 2021-25, outlining its priorities over the
next four years to achieve a fair, strong and efficient
financial system for all Australians.

29


https://www.legislation.gov.au/Details/F2018C00334
https://www.legislation.gov.au/Details/F2018C00334
https://asic.gov.au/about-asic/corporate-publications/asic-corporate-plan/
https://asic.gov.au/about-asic/corporate-publications/asic-corporate-plan/
https://asic.gov.au/about-asic/corporate-publications/asic-corporate-plan/

J M L

The Corporate Plan is consistent with ASIC’'s new
Statement of Intent released on August 26, 2021 in
response to the Australian Government’'s Statement of
Expectations.

ASIC Chair Joe Longo said, “ASIC has an important role
to play in promoting economic recovery and confidence
in the financial system, especially in the face of the
ongoing pandemic.”

“We will continue to take opportunities to support
businesses through more efficient regulation. At the
same time, we will continue to be vigilant in protecting
consumers and investors from harm. ASIC will make use
of the full range of regulatory tools available to enhance
trust in the financial system, and we will exercise our
powers consistently, transparently and proportionately.”

ASIC's four external strategic priorities are:

e promoting economic recovery — including through
better and more efficient regulation, facilitating
innovation, and targeting regulatory and
enforcement action to areas of greatest harm;

e reducing risk of harm to consumers exposed to poor
product governance and design, and increased
investment scam activity in a low-yield environment;

e supporting enhanced cyber resilience and cyber
security among ASIC's regulated population, in line
with the whole-of-government commitment to
mitigating cyber security risks; and

e driving industry readiness and compliance with
standards set by law reform initiatives (including the
Financial Accountability Regime, reforms in
superannuation and insurance, breach reporting,
and the design and distribution obligations).

The plan highlights both external and internal projects
and commitments to ensure ASIC delivers on its
statutory objectives.
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The Financial Conduct Authority of the United
Kingdom Warns Insurance Firms over Product
Governance Rules Deadline

On August 25, 2021, the Financial Conduct Authority of
the United Kingdom (FCA) published a review which
manifests the view that insurance firms may not be
ready to implement new product governance rules there
to ensure insurance provides fair value.

Part of the FCA’s ongoing work to ensure consumers
receive fair value, the review looked at how firms
designed, sold and reviewed their products to ensure
they met the needs of their customers.

The findings show that some firms had made good
progress in meeting the FCA’'s existing rules and
guidance on product governance and value, issued in
2018 and 2019, as well as against temporary guidance
on product value, issued in response to Covid-19 last
year.
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However, too many firms are not fully meeting the FCA'’s
standards. In addition, many firms are likely to be
unprepared to meet new enhanced rules on product
governance, which come into force on October 1, 2021.

These new rules are part of a wider package of remedies
introduced by the FCA to tackle the loyalty penalty and
ensure that firms focus on providing fair value to all their
customers.

The review found weaknesses including:

¢ Insufficient focus on customers, outcomes and
product value, including when considering value in
the context of Covid-19

e Shortcomings in governance and oversight of
products

As an example, it was not always clear firms have
adequate processes in place to assess whether
intermediary remuneration (such as how much a broker
is paid) bears reasonable relationship to the costs or
workload to distribute the product as set out in previous
guidance and required under the rules applicable from
October 1, 2021.

Sheldon Mills, Executive Director for Supervision, Policy
and Competition at the FCA, said:

“We know some firms are doing the right thing but with
the deadline for implementing our enhanced rules less
than two months away, it's worrying that some firms may
not be ready.

“Where firms are not consistently meeting existing
requirements and expectations, it risks harm through
poor value products or products being sold to the wrong
customers. These firms have significant work to do
urgently to be able to comply with the enhanced product
governance rules. Firms that fail to do that work risk
regulatory action.”

The FCA's enhanced product governance rules were
introduced following its General insurance pricing
practices market study which found home and motor
insurance markets were not working well for consumers,
particularly loyal customers. The rules are designed to
ensure that firms have processes in place to deliver
products that offer fair value to customers (all
non-investment insurance contracts, not only home and
motor insurance).
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The Financial Conduct Authority of the United
Kingdom Reminded Firms about Potential Financial
Crime Risks linked to Afghanistan

On August 31, 2021, the Financial Conduct Authority of
the United Kingdom (FCA) published news release
regarding potential financial crime risks linked to
Afghanistan.

Developments in Afghanistan have highlighted the
continuing need for robust systems and controls that
respond to changing risks.

Firms should be aware of the possible impact these
events may have on patterns of financial activity when
they assess risks related to particular customers and
flows of funds.

The FCA expect firms to establish and maintain systems
and controls to counter the risk they might be used to
further financial crime. Firms must also comply with their
legal obligations under the Proceeds of Crime Act 2002
and the Money Laundering, Terrorist Financing and
Transfer of Funds (Information on the Payer)
Regulations 2017 (“MLRs” as amended).

In the MLRs provisions related to firm risk assessments
(Regulations 18), customer due diligence (Regulation
27-32), enhanced due diligence (Regulation 33) and
transaction monitoring (Regulations 28(11)) are
particularly relevant in this context. While Afghanistan is
not currently listed as a high-risk jurisdiction in Schedule
3ZA of the MLRs, firms are required by Regulation
33(1)(a) to apply risk sensitive enhanced due diligence
measures where there is a high risk of money laundering
or terrorist financing, Regulation 33(6) sets out factors
that firms may use in their assessment including, but not
limited to, country risks.

FCA expect firms to consider the impact of these
developments on their anti-money laundering policies
and procedures in a risk-based manner, and to take the
steps necessary to ensure they continue to meet their
legal and regulatory anti-money laundering and
reporting obligations. Specifically, firms should:

e ensure that they appropriately monitor and assess
transactions to Afghanistan to mitigate the risks if
their firm being exploited to launder money or
finance terrorism

e continue to ensure that suspicious activity is
reported to the UK Financial Intelligence Unit
(UKFIU) at the National Crime Agency (NCA) and
that they meet their obligations under Money
Laundering Regulations and terrorist financing
legislation
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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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