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Hong Kong Monetary Authority and Securities and
Futures Commission Issue Consultation on Further
Enhancements to the Over-the-counter Derivatives
Regime

On April 26, 2019, the Hong Kong Monetary Authority
(HKMA) and the Securities and Futures Commission
(SFC) issued a joint consultation on further
enhancements to the over-the-counter (OTC)
derivatives regulatory regime in Hong Kong.

To align with global standards, the regulators propose
that transactions to be submitted to the Hong Kong
Trade Repository for the reporting obligation would be
required to be identified by unique transaction identifiers
with the structure and format as set out in the Technical
Guidance issued by the Committee on Payments and
Market Infrastructures and the International
Organization of Securities Commissions.

The regulators also propose to remove 17 jurisdictions
from the list of designated jurisdictions for the masking
relief of the reporting obligation in view of the recent
clarification by the Financial Stability Board, and to
update the list of Financial Services Providers under the
OTC derivatives clearing regime. These proposals seek
to ensure that the Hong Kong reporting and clearing
regimes keep up with international developments and
remain relevant and appropriate.

Interested parties are invited to submit comments to the
HKMA or the SFC on the updated list of Financial
Services Providers by May 25, 2019 and on the other
proposals by June 25, 2019.
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Retrial of Insider Dealing Case by Market
Misconduct Tribunal after Hong Kong Court of Final
Appeal Dismisses Leave Application to Appeal

On April 26, 2019, the Hong Kong Securities and
Futures Commission announced that the Court of Final
Appeal has dismissed the application of Mr. Cheng Chak
Ngok (Cheng), former executive director, chief financial
officer and company secretary of ENN Energy Holdings
Limited, for leave to appeal against the judgment of the
Court of Appeal on the retrial of alleged insider dealing
in the shares of China Gas Holdings Limited (China Gas)
by Cheng.

In March 2017, the Market Misconduct Tribunal (MMT)
found that Cheng had not engaged in insider dealing in
the shares of China Gas. The SFC appealed against the
MMT'’s decision.

In September 2018, the Court of Appeal allowed the
SFC’s appeal and ordered the matter to be remitted to a
differently constituted tribunal to determine whether
Cheng had dealt in the shares of China Gas.
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The Court of Appeal earlier dismissed Cheng's
application for leave to appeal to the Court of Final
Appeal. The Court of Final Appeal also dismissed
Cheng'’s application for leave to appeal.

The Reasons for Determination is available on the
Judiciary of the Hong Kong website:
legalref.judiciary.hk/Irsicommon/search/search_result
detail frame.jspDIS=121631&0S=%28Cheng%7CCha
k%7CNgok%29&TP=JU.

The retrial will be heard in the MMT between August 26
and 30, 2019.
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Hong Kong Monetary Authority Publishes its Annual
Report 2018

On April 26, 2019, the Hong Kong Monetary Authority
(HKMA) published its annual report for 2018 (Report)
including the financial statements of the Exchange Fund.
The Report reviews trends and major events in
monetary and banking affairs, and reports on the

HKMA's work during 2018. It also sets out the HKMA'’s
work plans for 2019.

The Report is available on the HKMA website:
hkma.gov.hk/eng/publications-and-research/annual-
report/2018.shtml.
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Hong Kong Monetary Authority Announces Next
Steps of Global Financial Innovation Network Cross-
border Testing Pilot

On April 30, 2019, the Hong Kong Monetary Authority
(HKMA), together with relevant regulators which
participate in the Global Financial Innovation Network
(GFIN) cross-border pilot tests, announced the next
steps of the initiative.

In total, 44 unique applications were submitted across
the 17 participating regulators. Every regulator
participating in the pilot was the subject of at least one
application. Each regulator has considered whether a
proposed test meets its individual screening criteria,
areas of interest, and its ability to support the activity.

After this initial screening, relevant regulators will
continue working with 8 firms. The next phase is for the
firms to develop testing plans with the relevant
regulators for their cross-border trials. Firms that
develop a testing plan satisfactory to each relevant
regulator’s criteria will take part in the pilot testing phase.

The announcement is not a render of indicative
regulatory approval or a guarantee that each firm will
undertake a test. Rather, it is conditional on further work
being undertaken and tests being agreed by relevant
regulators involved. An announcement of the firms
formally selected for the cross-border testing pilot will be
made in late Q2.

Of those applications that did not meet the eligibility
criteria for testing, GFIN members will engage in further
discussions on other types of potential support where
relevant. Also, several applications have been
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determined by some regulators to not need sandbox in
their jurisdictions to proceed to testing.

GFIN is keen to explore how these pilot tests will
function and welcomes feedback from applicants to help
inform and enhance its approach. As a founding
member of GFIN, the HKMA will continue to contribute
to the work of GFIN by collaborating closely with other
members on the cross-border trials.
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Hong Kong Monetary Authority Issues Circular on
Use of Personal Data in Fintech Development

On May 3, 2019, the Hong Kong Monetary Authority
(HKMA) issued a circular to encourage authorized
institutions (Als) to adopt and implement the Ethical
Accountability Framework for the collection and use of

personal data (Framework) issued by the Office of the
Privacy Commissioner for Personal Data, Hong Kong.

The HKMA supports the concept of data ethics and
stewardship in the context of collecting and using
personal data. It encourages Als to adopt the
Framework and implement the “Data Stewardship
Accountability, Data Impact Assessments and Oversight
Models” in the development of fintech products and
services.
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Hong Kong Monetary Authority and International
Finance Corporation Host Seminar on
Environmental, Social, and Governance and Impact
Investing in Infrastructure

On May 6, 2019, the Hong Kong Monetary Authority
Infrastructure Financing Facilitation Office (IFFO) and
the International Finance Corporation (IFC), a member
of the World Bank Group, co-organized a seminar.
Entitled “ESG & Impact Investing: Creating Long-Term
Value”, the seminar was supported by the Ministry of
Finance of China.

On the environmental, social, and governance (ESG)
aspect of the program, IFC specialists used investment
cases to elaborate on how ESG is embedded in IFC’s
investment process, and the importance of ESG in
creating long-term value. IFC also introduced its
Disclosure & Transparency Toolkit, which provides best
practice guidance on information disclosure for
companies attracting private sector investment.

Also, on impact investing, the IFC introduced their
“Operating Principles for Impact Management” - a
market standard launched recently for impact investing
in which investors seek to generate positive impact for
society alongside financial returns in a disciplined and
transparent way.


http://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2019/20190503e1.pdf
http://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2019/20190503e1.pdf

J M L

EHRCHEERSEREMASENRE. HERER
ERmORAEEANS

2019 £ 5 A 6 H, A SHEEREEREBREHNILE
S5 RARTEABRZ—NEREA S (IFC) BAEE
MAESGC REmOxE: ClEKBNE" (its, %M
WERB 7 P EMBE N X .

HENR. HEKEIR (ESC) MITiLHEs, IFC ERIZAE
SRR RA, R IFC 4M{aDE ESG BN HIR R AR KIS I
RESGECISEKINMETENEE. IFCHEENATH
[EEMESERELSER] . ZXFEEATER
SIRER RN TmE B BN REMKIRMEIESI.

EEMNIEOTHL IR, IFC NATIEHHEHN LR
TINHERSERN] . FWOARASEIURAEES
K %5 B4R 89 B B RURSEANE IR 7T R A i = T R AR
IEEAIFME, A REN AW IRFRME T TRk,

Source ZKE:

hkma.gov.hk/eng/key-information/press-
releases/2019/20190506-5.shtml

Roadshow for Potential Green Bond Offering by the
Hong Kong Special Administrative Region
Government

On May 7, 2019, the Government of the Hong Kong
Special Administrative Region of the People’s Republic
of China (HKSAR Government) announced that it
expects to attend a series of investor meetings in
relation to a proposed green bond offering. Subject to
market conditions, a USD-denominated green bond
offering may follow.

The Hong Kong Monetary Authority is acting as the
HKSAR Government’s representative in the potential
green bond offering.
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Hong Kong Monetary Authority Introduces Key
Measures on Sustainable Banking and Green
Finance

On May 7, 2019, the Hong Kong Monetary Authority
(HKMA) unveiled three sets of measures to support and
promote Hong Kong’s green finance development.

The HKMA said that in support of the mission to reduce
climate change risks and to achieve sustainable finance,
it will launch three sets of measures.

These measures include:

1. Green and Sustainable Banking:

e Phase | - developing a common framework to
assess the “Greenness Baseline” of individual
banks. The HKMA will also collaborate with
relevant international bodies to provide
technical support to banks in Hong Kong to
better understand the green principles and
methodology in undertaking the baseline
assessment;

e Phase Il — engaging the industry and other
relevant stakeholders in a consultation on the
supervisory expectation or requirement on
Green and Sustainable Banking, with a view to
setting tangible deliverables for promoting the
green and sustainable developments of the
Hong Kong banking industry;

e Phase lll — after setting the targets, implement,
monitor and evaluate banks’ progress in this
regard.

2. Responsible Investment: as the manager of the
Exchange Fund, the HKMA will adopt a principle
that priority can be given to Green and ESG
investments if the long-term return is comparable to
other investments on a risk-adjusted basis.
Specifically, to support Responsible Investment,
the HKMA:

e has already incorporated Environmental,
Social and Governance (ESG) factors in
HKMA’'s credit risk analysis of bond
investment;

e has required external managers of the Hong
Kong equity portfolios to comply with the
Principles of Responsible  Ownership
promulgated by the Securities and Futures
Commission in 2016;

¢ hasinvested two tranches of US$1 billion each
in the Managed Co-lending Portfolio Program
(MCPP) run by the International Finance
Corporation (IFC), with a substantial part of
the MCPP targeting sustainable investments
across emerging market;

e will further grow the Exchange Fund’'s green
bond portfolio, through direct investment or
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investment in green bond funds;

e will participate in ESG-themed public equities
investments through external managers in
passive or active mandates targeting ESG
benchmark index;

e will accord green accreditaton as a
predominant factor in investment in our real
estate portfolio; and

o will consider an appropriate framework for
disclosing information on the Exchange
Fund's Green and ESG investing efforts
without arousing market sensitivity in the
process.

3. Center for Green Finance (CGF): Establish the CGF
under the HKMA Infrastructure Financing
Facilitation Office. It will serve as a platform for
technical support and experience sharing for the
green development of the Hong Kong banking and
finance industry. Meanwhile, the CGF, together
with the IFC, will co-organize the next Climate
Business Forum in Hong Kong in early 2020. The
Forum is the IFC'’s flagship event to discuss trends
and business opportunities relating to climate
change and sustainability.
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Hong Kong Monetary Authority Grants Virtual
Banking Licenses

On May 9, 2019, the Hong Kong Monetary Authority
(HKMA) announced that the Monetary Authority has
granted banking licenses under the Banking Ordinance
to Ant SME Services (Hong Kong) Limited, Infinium
Limited, Insight Fintech HK Limited and Ping An
OneConnect Company Limited for them to operate in the
form of a virtual bank. The granting of these banking
licenses takes immediate effect. According to their
business plans, these four newly licensed virtual banks
intend to launch their services in around 6 to 9 months.

The HKMA will closely monitor the operations of virtual
banks after they have commenced business, including
customers’ reactions to the new modes of delivery of
financial services as well as the impact, if any, of these
virtual banks on the banking sector in general. The
HKMA expects to be able to conduct a comprehensive
assessment of the situation about one year after the first
virtual bank has launched its service.
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The Stock Exchange of Hong Kong Limited Updates
and Streamlines Guidance Materials

On April 26, 2019, the Stock Exchange of Hong Kong
Limited (the Exchange) published one new Guidance
Letter, updated four Guidance Letters and withdrew 26
Guidance Materials.

Details of changes are listed below. They do not affect
policy direction, which remains the same.

Changes to the Exchange’s Guidance Materials
e One new Guidance Letter — HKEX-GL102-19
(Guidance on accounting policies and stock-
taking procedures performed by the reporting
accountants).

e Four updated Guidance Letters — HKEX-GL32-
12 (Guidance on the accounting and disclosure
requirements for acquisitions of subsidiaries
and businesses conducted during or after the
trading record period); HKEX-35-12 (Guidance
on profit forecast and special dividend); HKEX-
GL37-12 (Guidance on disclosure on financial
information and prospects of new applicants);
and HKEX-GL45-12 (Guidance on trading
record and financial eligibility requirements and
disclosure of certain financial information).

e Twenty-six withdrawn Guidance Materials —
three Guidance Letters, 16 Listing Decisions, six
Interpretative Letters and one set of Frequently
Asked Questions, or FAQs. The withdrawn
materials were either outdated or incorporated
into the new or updated Guidance Materials.

The Exchange will continue to review and streamline its
Guidance Materials as appropriate.

The latest new and updated Guidance Materials can be
found on the Hong Kong Exchanges and Clearing
Limited (HKEX) website: en-
rules.hkex.com.hk/node/4422. The withdrawn Guidance
Materials can be found in the Archive section on the
HKEX website: hkex.com.hk/Listing/Rules-and-
Guidance/Archive?sc_lang=en.
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Hong Kong |Insurance Authority Publishes
Consultation Conclusions on Rules Prescribing the
Maximum Number of Authorized Insurers for
Insurance Agents and the Minimum Requirements
for Insurance Brokers
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On April 29, 2018, the Hong Kong Insurance Authority
(IA) published consultation conclusions on two sets of
rules for implementation of the new statutory regulatory
regime for insurance intermediaries.

The first set of rules, the Insurance (Maximum Number
of Authorized Insurers) Rules, stipulate a cap on the
number of insurers which a licensed individual insurance
agent or insurance agency may represent. The industry
generally supported the proposal in the consultation
document to maintain the existing regulatory framework,
but there were diverse views on the proposal to raise the
cap from four to five. In view of the feedback and having
regard to the market situation, the IA considers it
appropriate to maintain the cap at four, meaning that a
licensed individual insurance agent or insurance agency
may represent up to four insurers. The Rules is available
on the 1A website:
ia.org.hk/en/infocenter/files/final Max Number Rules
Conclusions _Eng.pdf.

The second set of rules, the Insurance (Financial and
Other Requirements for Licensed Insurance Broker
Companies) Rules, set out the requirements on licensed
insurance broker companies relating to financial and
other aspects. Most proposals in the consultation paper
were welcomed by the industry but there were diverse
views on a small number of proposals including the
proposed increase of minimum paid-up share capital
and net assets, and the minimum indemnity limit under
professional indemnity insurance (PIll) policy. Having
carefully considered the feedback received, the IA
decides to adopt most of the proposals with suitable
modifications. To ease the financial impact on the small-
sized insurance broker companies, the 1A will extend the
transitional period for existing broker companies to effect
the necessary capital injection for one additional year to
slightly more than four years. The proposed increase of
minimum indemnity limit under PIl policy will not be
pursued. The Rules is available on the IA website:
ia.org.hk/en/infocenter/files/final Broker Rules Conclu

sions_Eng.pdf.

The IA will submit the two sets of rules to the Legislative
Council for scrutiny. After the legislative process, they
will come into operation immediately upon the
commencement of the new statutory regulatory regime
for insurance intermediaries.
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Source ZKj&:
ia.org.hk/en/infocenter/press_releases/20190429.html

U.S. Securities and Exchange Commission Charges
Truckload Freight Company with Accounting Fraud

On April 25, 2019, the U.S. Securities and Exchange
Commission (SEC) charged Celadon Group Inc.
(Celadon) with an accounting fraud that allowed the
truckload freight company to avoid disclosing substantial
losses and misrepresent its financial condition.

In a complaint, the SEC charged that between mid-2016
and April 2017, Celadon avoided recognizing at least
US$20 million in impairment charges and losses -
almost two-thirds of its 2016 pre-tax income - by selling
and buying used trucks at inflated prices from third
parties.

The SEC’s complaint charges Celadon with fraud and
with reporting, books and records, and internal control
violations. Celadon admitted to those violations and
agreed to a permanent injunction and to remediate the
material weaknesses in its internal control over financial
reporting. Celadon has also agreed to pay US$7 million


https://ia.org.hk/en/infocenter/files/final_Max_Number_Rules_Conclusions_Eng.pdf
https://ia.org.hk/en/infocenter/files/final_Max_Number_Rules_Conclusions_Eng.pdf
https://ia.org.hk/en/infocenter/files/final_Broker_Rules_Conclusions_Eng.pdf
https://ia.org.hk/en/infocenter/files/final_Broker_Rules_Conclusions_Eng.pdf
https://ia.org.hk/sc/infocenter/files/final_Max_Number_Rules_Conclusions_Chi.pdf
https://ia.org.hk/sc/infocenter/files/final_Max_Number_Rules_Conclusions_Chi.pdf
https://ia.org.hk/sc/infocenter/files/final_Brokers_Rules_Conclusions_Chi.pdf
https://ia.org.hk/sc/infocenter/files/final_Brokers_Rules_Conclusions_Chi.pdf

J M L

in disgorgement. The settlement is subject to court
approval.

The SEC's investigation is continuing.
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Source HKR&:
sec.gov/news/press-release/2019-60

U.S. Securities and Exchange Commission and
Commodity Futures Trading Commission Issue
Investor Alert: Watch Out for Fraudulent Digital
Asset and “Crypto” Trading Websites

On April 24, 2019, the U.S. Securities and Exchange
Commission (SEC)'s Office of Investor Education and
Advocacy (OIEA) and the Commodity Futures Trading
Commission’s Office of Customer Education and
Outreach (CFTC) warn investors to scrutinize
investment opportunities through websites purporting to
operate advisory and trading businesses related to
digital assets. These websites often contain “red flags”
of fraud including claims of high guaranteed returns and
promises that the investments carry little or even no risk.

In some cases, the fraudsters claim to invest customers’
funds in proprietary crypto trading systems or in “mining”
farms and promise high guaranteed returns (for example,
20-50%) with little or no risk. After the investors make an
investment, the fraudsters in some cases stop
communicating with the investors altogether.

SEC and CFTC urge investors to be on the lookout for
any of these warning signs of investment fraud:
e “Guaranteed” high investment returns. All
investments have risk, and investors should
guestion any so-called “guaranteed” return.

Claims such as ‘risk-free”, “zero risk”,
“absolutely safe”, and “guaranteed profit” are
hallmarks of a fraud.

e Complicated jargon and language that is difficult
to understand. Fraudsters often use complex
new technologies to perpetrate investment
schemes. Investors should always be
suspicious of hard to understand pitches that
accompany promises of outsized returns.

e Unlicensed sellers. Many investment frauds
involve unlicensed individuals or unregistered
firms. Check license and registration status on
Investor.gov.

e Sounds too good to be true. Remember that
investments providing higher returns typically
involve more risk.

e Unsolicited offers. An unsolicited sales pitch
may be part of a fraudulent investment scheme.
Fraudsters may use fake names and misleading
photos, and also provide U.S. phone numbers
even though they may be operating abroad.

e Pressure to buy RIGHT NOW. Fraudsters may
try to create a false sense of urgency to get in
on the investment. Take time researching an
investment opportunity before handing over
money.
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Source HK&:
investor.gov/additional-resources/news-alerts/investor-
alerts/investor-alert-watch-out-fraudulent-digital-asset

U.S. Securities and Exchange Commission
Proposes to Improve Disclosures Relating to
Acquisitions and Dispositions of Businesses

On May 3, 2019, the U.S. Securities and Exchange
Commission (SEC) proposed rule amendments to
improve the information that investors receive regarding
the acquisition and disposition of businesses.

The proposed changes are intended to:
e improve for investors the financial information
about acquired and disposed businesses;
o facilitate more timely access to capital; and
e reduce the complexity and cost to prepare the
disclosure.

The proposal is available on the SEC website:
sec.gov/rules/proposed/2019/33-10635.pdf.

The proposal will have a 60-day public comment period.
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U.S. Securities and Exchange Commission Charges
Sapphire Glass Manufacturer and Former CEO With
Fraud

On May 3, 2019, the U.S. Securities and Exchange
Commission (SEC) charged GT  Advanced
Technologies Inc. (GT) and its former CEO, Thomas
Gutierrez (Gutierrez) with misleading investors.

According to the SEC's orders, in the fall of 2013, Apple
agreed to advance US$578 million in four installments
to GT in exchange for sapphire glass that met certain
technical standards. By late April 2014, GT had failed to
meet the required standards, resulting in Apple
withholding US$139 million. Yet in second quarter 2014
earnings calls, Gutierrez falsely stated that GT expected
to hit performance targets. Within two months, GT filed
for bankruptcy, resulting in significant investor harm.

Without admitting or denying the findings, GT and
Gutierrez consented to the entry of SEC orders finding
that they violated antifraud provisions of the federal
securities laws. Each agreed to cease and desist from
further violations and Gutierrez agreed to pay more than
US$140,000 in monetary relief.
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European Securities and Markets Authority Adopts
Product Intervention Renewal Decision in Relation
to Contracts for Differences

On April 17, 2019, the European Securities and Markets
Authority adopted a Decision to renew the restriction on
the marketing, distribution or sale of contracts for
differences to retail clients (Decision).

The Decision shall apply from May 1, 2019 for a period
of 3 months.
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esma.europa.eu/sites/default/files/library/esma35-43-
1912 cfd_renewal_3_- notice_en.pdf

European Securities and Markets Authority Submits
Technical Advice on Sustainable Finance to the
European Commission

On May 3, 2019, the European Securities and Markets
Authority has published its technical advice to the
European Commission (EC) on Sustainable Finance
initiatives.

The two final reports contain technical advice to the EC
on the integration of sustainability risks and factors,
relating to environmental, social and good governance
considerations with regards to investment firms and
investment funds, into the Markets in Financial
Instruments Directive 1l (investment services), the
Alternative Investment Fund Managers Directive and the
Undertakings in Collective Investment in Transferable
Securities Directive (investment funds).

ESMA’s final report on guidelines for disclosure
requirements applicable to credit ratings, including the
consideration of environmental, social and governance

factors is expected to be published by the end of July
20109.
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European Council Adopts Rules on Screening of
Foreign Direct Investments

On March 5, 2019, European Council adopted a
regulation establishing a framework for the screening of
foreign direct investments into the European Union
(Regulation). The Regulation entered into force on April
11, 2019 and will apply 18 months later, November 2020.

The Regulation will create a cooperation mechanism
where member states and the European Commission
will be able to exchange information and raise specific
concerns.

Member states will nonetheless retain the power to
review and potentially block foreign direct investment on
security and public order grounds. The decision to set
up and maintain national screening mechanisms will
also remain in the hands of individual member states.
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Source FKE:

consilium.europa.eu/en/press/press-
releases/2019/03/05/council-greenlights-rules-on-screening-
of-foreign-direct-investments

European Banking Authority Launches
Consultation on Technical Standards on the
Standardized Approach for Counterparty Credit
Risk

On May 2, 2019, the European Banking Authority (EBA)
launched a consultation on four draft Regulatory
Technical Standards on the Standardized Approach for
Counterparty Credit Risk (SA-CCR). These draft
technical standards specify key aspects of the SA-CCR.
The draft technical standards were developed based on
the mandates included in the latest available version of
proposed amended Capital Requirements Regulation.

The consultation paper is available on the EBA website:
eba.europa.eu/documents/10180/2711846/EBA+CP-+dr
aft+RTS+on+SA-CCR.pdf. The consultation runs until
August 2, 2019.
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Source ZKE:
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Bank of Canada and Monetary Authority of
Singapore Conduct Successful Experiment for
Cross-border Payments Using Distributed Ledger
Technology

On May 2, 2019, the Bank of Canada and the Monetary
Authority of Singapore (MAS) have conducted a
successful experiment on cross-border and cross-

currency payments using central bank digital currencies.
This is the first such trial between two central banks and
has great potential to increase efficiencies and reduce
risks for cross-border payments.

The Bank of Canada and MAS have been collaborating
in the use of Distributed Ledger Technology and central
bank digital currencies to make the cross-border
payment process cheaper, faster, and safer.

Following the successful conclusion of the project, the
Bank of Canada and MAS have jointly published a report
that proposes different design options for cross-border
settlement systems. The report is available on the MAS
website:
mas.gov.sg/~/media/ProjectUbin/Jasper%20Ubin%20D
esign%20Paper.pdf.
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Source KJ&:

mas.gov.sg/News-and-Publications/Media-
Releases/2019/Central-Banks-of-Canada-and-Singapore-
conduct-successful-experiment-for-cross-border-
payments.aspx

Monetary Authority of Singapore Updates E-
Payments User Protection Guidelines

On April 25, 2019, the Monetary Authority of Singapore
(MAS) has updated the E-Payments User Protection
Guidelines (Guidelines) to clarify that the Guidelines do
not override customers’ instructions to their financial
institutions on transaction notification thresholds for e-
payments.

Under the Guidelines, financial institutions, such as

banks, are expected to provide notifications to their
customers for all e-payment transactions. These
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notifications allow customers to monitor e-payment
transactions and report unauthorized transactions
promptly to their financial institutions. The Guidelines did
not address situations where a customer chooses to
receive fewer notifications of transactions that are above
specified thresholds and of certain payment types.

In response to customer feedback, MAS has updated
the Guidelines to clarify that customers can continue to
set their preferred transaction notifications even after the
Guidelines take effect on June 30, 2019. In such cases,
MAS expects financial institutions to inform their
customers of these liability implications.

MR SRMEERER (B FXMHRAFRIPER)

2019F 4 B 25 H, K £ EER el 35 (8
FXAMRFRIPIER) (8/), BBEEBR TN FZEM
FREIL, (i) HARBREFALHSHIBNIET.

RIE (158  HHRTEEIMEa AT BIRME
BYXNZZMBM. XEBMEEABRETINR
7, F RN e H SRR ERE Hﬁ%x% (fEm)
FRIREPEFERRONBIEERFANRELENK
KRB ZHBAEIER

HEREFNERL HELREEH (58 , BEAE
(Eﬁ>$2m9$6ﬁ3OE$ﬂE§F%T%§u§
XPBHET. EXIELT, re/FESHMEER
R S E O e S R AR R,

Source ZKE:
mas.gov.sg/News-and-Publications/Media-
Releases/2019/Update-to-EPayments-User-Protection-
Guidelines.aspx

Monetary Authority of Singapore Publishes
Consultation Paper on the Proposed
Implementation of the Final Basel Ill Reforms

On May 7, 2019, the Monetary Authority of Singapore
(MAS) published Consultation Paper on the Proposed
Implementation of the Final Basel Il Reforms in
Singapore.

The MAS seeks feedback on proposed revisions to the
risk-based capital requirements and leverage ratio
requirements for Singapore-incorporated banks. The
proposed revisions take into account the final Basel Ill
reforms published by the Basel Committee on Banking
Supervision. The MAS proposes to implement the
revisions from January 1, 2022.

The Consultation Paper is available on the MAS website:

mas.gov.sg/~/media/MAS/News%20and%20Publicatio
ns/Consultation%20Papers/Consultation%20Paper%20

on%20Proposed%20Iimplementation%200f%20the%20
Final%20Basel%20111%20Reforms.pdf.

The deadline for the MAS to solicit comments is by July
8, 2019.
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Source K&:
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Paper/2019/Consultation-Paper-on-the-Proposed-
Implementation-of-the-Final-Basel-11l-Reforms-in-
Singapore.aspx

Monetary Authority of Singapore Replies to
Questions from the Parliament on Digital Payment
Tokens

On May 8, 2019, the Monetary Authority of Singapore
(MAS) replied to the following questions from a member
of the Parliament.

(@) whether MAS is monitoring payment services
firms which promote as e-currency proprietary
tokens which are purchased with Singapore dollars
but are not linked to Singapore dollars at a fixed rate
and are not convertible to funds in a Singapore bank
account on demand; (b) whether these firms are
compliant with the Payment Services Act and other
applicable law; and (¢) what measures MAS will take
to address any risks to customers, merchants, or
the financial system.

In January 2019, the Payment Services Act (Act) was
passed in Parliament. It will strengthen MAS’ regulation
of payment service providers, while facilitating
innovation in this area. Firms that provide any payment
service as a business in Singapore, including issuance
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of e-money and sale of digital payment tokens, will be
regulated under the Act when it comes into effect later
this year.

The Act draws a distinction between e-money and digital
payment tokens (DPTSs), both of which can be used for
payments. E-money is denominated in or pegged by the
issuer to a national currency, whereas DPTs are not. A
typical example of e-money is the value held in EZ-link
cards. A major payment institution that issues such e-
money will be required to safeguard customer monies,
through measures such as keeping them in a
segregated bank account. So customers here are not
exposed to undue risks.

Firms that sell such DPTs must be licensed under the
Act. MAS’ key regulatory intent with respect to DPTs is
to address money laundering and terrorism financing
risks, which arise from the anonymity, speed and cross-
border nature of DPT transactions.

The Act does not provide customers of DPT the same
level of regulatory protection as for e-money, for
example, the monies that they pay in exchange for DPT
is not required to be safeguarded in a segregated bank
account. It is therefore important for members of the
public to understand that by adopting DPTs as a form of
payment, they are exposed to the risk of the DPTs losing
their value.

MAS has adopted this approach because DPT services
are at a nascent stage of development and far from
gaining mainstream adoption. Prematurely regulating
these services for consumer protection may have a
legitimizing effect which can spur their acceptance and
popularity, which they want to avoid.

Hence, MAS will require DPT service providers to make
appropriate disclosures, including stating clearly to their
customers, both individuals and merchants, that the
product purchased is a DPT and is not subject to
safeguarding protection under the Act.

MAS will be consulting the public on the proposed
disclosure requirements in the coming months. In the
meantime, MAS will continue to work with the media to
highlight the risks of purchasing DPTs, including issuing
advisories to warn the public of the risks. MAS is
monitoring developments in this area closely to ensure
that their regulatory framework remains relevant and
effective.
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Source KjR:
mas.gov.sg/News-and-Publications/Parliamentary-
Replies/2019/Reply-to-Parliamentary-Question-on-Digital-
Payment-Tokens.aspx

Singapore Exchange, United Overseas Bank Limited
and the China Chamber of International Commerce
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Sign Memorandum of Understanding to Help
Chinese Enterprises Use Singapore as a Launchpad
for ASEAN Expansion

On April 28, 2019, Singapore Exchange (SGX), United
Overseas Bank Limited (UOB), and the China Chamber
of International Commerce (CCOIC) have signed a
Memorandum of Understanding (MOU) to help Chinese
enterprises use Singapore as a launchpad to expand
into ASEAN.

The tripartite alliance builds on UOB’s existing
collaboration with CCOIC to facilitate Chinese
enterprises’ internationalization efforts.

Under the new MOU, more than 180,000 Chinese
enterprises under CCOIC can benefit from UOB'’s
banking expertise and integrated ASEAN network, as
well as from SGX’s trusted capital market infrastructure
and deep liquidity to venture into Singapore and
Southeast Asia. UOB, SGX and CCOIC will help
Chinese enterprises capitalize on Singapore’s debt and
equity capital markets, as well as Singapore’s role as a
regional treasury hub and global financing center for
foreign investments.

Each organization will provide assistance and advisory
services in relation to market entry and corporate actions
such as debt and equity listing and asset secularization.
They will also provide support in their respective areas
such as trade settlement, project financing, liquidity
management, foreign exchange and derivatives
transactions, and connect Chinese enterprises to
potential business partners across ASEAN.
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Source ZKjE:
sgx.com/media-centre/20190428-uob-sgx-and-ccoic-sign-
mou-help-chinese-enterprises-use-singapore-launchpad

Financial Conduct Authority of the United Kingdom
Publishes Statement on Delay to Publication of Final
Rules for Contract for Differences Products and
Contract for Differences-like Options

On April 26, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom (UK) provides an update on the
consultation on permanent product intervention
measures to restrict the sale, marketing and distribution
of contract for differences (CFDs) and CFD-like options
sold to retail clients.

As the FCA is still considering the consultation feedback
and European Securities and Markets Authority
(ESMA)’s temporary restrictions continue to apply to
FCA-authorized firms, it now plans to publish a Policy
Statement and any final Handbook rules in Summer
2019. The FCA's final rules for CFDs would apply from
the date that ESMA’s restrictions expire, if not earlier.
Firms that sell, market, or distribute CFD-like options
would be given at least two months to comply with its
new rules.

Firms must continue to comply with ESMA’s decision
notice that imposes temporary restrictions on the
marketing, distribution or sale of CFDs to retail clients.
Should European Union law cease to apply in the UK
before ESMA’s decision notice expires, ESMA’s
decision notices will continue to apply as part of UK law.
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Source ZKE:
fca.org.uk/news/statements/fca-statement-delay-publication-
final-rules-cfds-products-and-cfd-options

Financial Conduct Authority of the United Kingdom
Sets out Progress and Next steps in Promoting
Innovation in Financial Services

On April 29, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom (UK) published a number of
announcements and documents that show the impact
that their work has had, and set out how they are taking
this work further:

e They have published an evaluation report
assessing the effectiveness of their Innovate
services in enabling innovation in the interests
of consumers. The evaluation report is available
on the FCA website:
fca.org.uk/publications/research/impact-and-
effectiveness-innovate.

e They have announced the next steps for the
Global Financial Innovation Network (GFIN)
cross-border testing pilot — including the firms
that the FCA will work with to develop tests. The
GFIN announcement is available on the FCA
website: fca.org.uk/firms/dfin-cross-border-
testing-pilot-next-steps.

e They have announced the first cohort of firms
taking part in their Green Fintech Challenge,
which they will support in developing innovative
solutions to assist in the UK'’s transition to a
greener economy. The Green Fintech
Challenge announcement is available on the
FCA website: fca.org.uk/firms/fca-
innovate/fintech-challenge.

e They have announced the fifth cohort of firms to
take part in their regulatory sandbox. Tests will
be conducted on a short-term and small-scale
basis. The FCA work closely with each firm to
agree testing parameters and build in
appropriate  consumer safeguards. The
regulatory sandbox announcement is available
on the FCA website: fca.org.uk/firms/regulatory-
sandbox/cohort-5.
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Source ZKjE:
fca.org.uk/news/news-stories/fca-sets-out-progress-and-next-
steps-promoting-innovation-financial-services

Financial Conduct Authority of the United Kingdom
Begins Review of Financial Advice Market

On May 1, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom has launched a Call for Input
asking for feedback on its proposed approach to
reviewing the Retail Distribution Review and the
Financial Advice Market Review.

The FCA's review will look at what consumers want from
the market and how the market works to deliver this. It
will also consider how new market trends and
developments might affect the future development of
advice and guidance services.

The FCA is seeking initial feedback to the Call for Input
by the June 3, 2019.
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Source HKR&:
fca.org.uk/news/press-releases/fca-begins-review-financial-
advice-market

Financial Conduct Authority of the United Kingdom
Publishes Discussion Paper on Intergenerational
Finance

On May 2, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom has published a discussion paper
on Intergenerational Differences, exploring the changing
financial needs of consumers from different age groups
(Discussion Paper).

The Discussion Paper presents data, demographic and
socio-economic trends to look at the financial needs of
3 generations of consumers - Baby Boomers,
Generation X and Millennials. The FCA wants to outline
its understanding of the issues different generations face,
bring together stakeholders to pin point issues that need
a response and identify specific action it can take to help
the market meet these changing consumer needs.

The Discussion Paper is available on the FCA's website:
fca.org.uk/publications/discussion-papers/dp19-2-
intergenerational-differences.

The FCA is asking for comments on the Discussion
Paper by August 1, 2019.
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Source ZKjE:
fca.org.uk/news/press-releases/fca-opens-debate-on-
intergenerational-finance

Financial Conduct Authority of the United Kingdom
Does Not Regulate Issuing Mini-bonds activity

On May 7, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom said that it was aware that mini-
bonds issued by Secured Energy Bonds plc (SEB) were
sold to UK investors. SEB failed in 2015 and investors
largely lost their investments. The FCA explains the
current options for investors.

The FCA explained that Issuing mini-bonds is not a
regulated activity, so firms issuing mini-bonds do not
need to be authorized by the FCA,; it did not regulate
SEB. The Financial Services Compensation Scheme
(FSCS) may only compensate protected types of claim
against authorized firms. This, together with the fact that
SEB was not authorized, means that that the FSCS does
not cover claims against SEB.
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Source ZKjE:
fca.org.uk/news/news-stories/secured-energy-bonds-plc-
options-investors

Financial Conduct Authority of the United Kingdom
Changes Mortgage Advice Rules to Encourage
Consumer Choice

On May 7, 2019, the Financial Conduct Authority (FCA)

of the United Kingdom has published proposals for
changes to its mortgage sales requirements which will
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help to give consumers more choice in how they buy a
mortgage.

The FCA identified a number of ways its advice rules are
acting as a barrier to the development of new tools to
help customers choose and buy a mortgage and the
consultation is designed to address the problems
identified.

The FCA is proposing to change its rules to make it clear
that tools which allow customers to search and filter
available mortgages are not necessarily giving advice.
Where a mortgage adviser recommends a mortgage,
which is not the cheapest of those that meet the
customer's needs and circumstances, they will now be
required to explain why any cheaper mortgage has not
been recommended.

The FCA is consulting on the new rules until July 7, 2019
and will publish its feedback and final rules around the
end of the year.
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Source HK&:
fca.org.uk/news/press-releases/fca-changes-mortgage-
advice-rules-encourage-consumer-choice

Financial Conduct Authority of the United Kingdom
Encourages Policy Makers to Use Power of Attorney
Guide

On May 8, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom (UK) said that as part of the UK
Regulators Network, it is encouraging policy makers in
financial services and utility companies to use the Power
of Attorney Guide (Guide) when reviewing how they

engage with customers who do not make their own
decisions.

The Guide sets out clear policies and advice to help
organizations understand what the law requires of them
when dealing with powers of attorney.

The Guide is available on the FCA website:

ukrn.org.uk/wp-content/uploads/2019/05/0PG18-
UKRN-guidance-final-20190502.pdf.
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Source ZKjE:
fca.org.uk/news/news-stories/ukrn-encourages-policy-
makers-power-attorney-guide

Shanghai Stock Exchange Revises Certain Articles
of the Rules Governing the Listing of Stocks on
Shanghai Stock Exchange

On April 30, 2019, the Shanghai Stock Exchange (SSE)
has revised the "Rules Governing the Listing of Stocks
on Shanghai Stock Exchange” (Listing Rules), which is
implemented as of the date of promulgation, as follows:

1. A new paragraph is added to Section 3.1.5 as the
first paragraph of this Section: “A director’s term of office
shall not exceed 3 years and may be eligible for re-
election upon expiry. The directors shall be elected and
replaced by shareholders’ general meeting and can be
removed from their duties by shareholders’ general
meeting before the expiry of their terms of office.”

2. A new paragraph is added to Section 8.2.1 as the
third paragraph of this Section: “Shareholders’ general
meeting shall be held in a venue in the form of live
meeting. The timing and place of the meeting should be
convenient for shareholders to participate. After issuing
the notice of the shareholders’ general meeting, there
shall be no change in the venue of the meeting without
justified causes. If there is a need for change, the
convener shall announce and explain the reasons at
least 2 trading days before the live meeting date. Listed
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companies shall open the channel of online voting so as
to make it convenient for shareholders to attend the
general meeting. Shareholders who attend the
shareholders’ general meeting through the above
means shall be deemed present.”

3. A new paragraph is added to Section 11.9.5 as the
second paragraph of this Section: “A subsidiary of a
listed company shall not acquire shares issued by the
said listed company. The situation concerning
subsidiary’s holding of shares in the listed company for
some special reasons shall be legally eliminated within
one year. The involved subsidiary shall not exercise the
voting rights corresponding to the shares held prior to
elimination of the above-mentioned situation.”

Accordingly, the “Rules Governing the Listing of Stocks
on the Science and Technology Innovation Board of
Shanghai Stock Exchange” has been revised in line with
the Listing Rules. The Notice is available on the SSE
website:
english.sse.com.cn/aboutsse/news/newsrelease/c/480
1929.shtml.
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Source ZKjE:
english.sse.com.cn/aboutsse/news/newsrelease/c/4801928.s
html

Australian Securities and Investments Commission
Suspends Australasia Wealth Services and
Management’'s  Australian Financial Services
License

On May 1, 2019, the Australian Securities and
Investments Commission (ASIC) has suspended the
Australian financial services (AFS) license of Sydney-
based financial services provider Australasia Wealth
Services Management Pty Ltd (AWSM) until June 25,
2019.

AWSM had breached its financial reporting and audit
obligations and the requirement to obtain membership
of the Australian Financial Complaints Authority.

AWSM's license suspension took effect from March 27,
2019. ASIC will consider whether to cancel the license
if, at the end of the suspension period, AWSM is unable
to demonstrate that it has complied with its obligations
as an AFS license holder.
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Source KjR:
asic.gov.au/about-asic/news-centre/find-a-media-
release/2019-releases/19-103mr-asic-suspends-australasia-
wealth-services-and-management-s-afs-licence

Australian Securities and Investments Commission
Urges Financial Institutions to Plan for London
Interbank Offered Rate Transition

On May 9, 2019, the Australian Securities and
Investments Commission (ASIC) said that it has written
to the CEOs of several major Australian financial
institutions regarding their preparations for the end of
London Interbank Offered Rate (LIBOR).
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The purpose of the letters is to better understand how
major Australian financial institutions are preparing to
transition away from LIBOR to alternative benchmarks.
ASIC, Australian Prudential Regulation Authority and
the Reserve Bank of Australia are seeking assurance
that the senior management in these institutions fully
appreciates the impact and risks and is taking
appropriate action ahead of the end of 2021.
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Source K E:
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release/2019-releases/19-107mr-regulators-urge-financial-
institutions-to-plan-for-libor-transition

Luxembourg Commission de Surveillance du
Secteur Financier Publishes Circular on the “Third
Country” National Regime under MIFID Il/MiFIR

On April 12, 2019, Luxembourg Commission de
Surveillance du Secteur Financier (CSSF) publishes a
circular on the provision of investment services or the
performance of investment activities and ancillary
services in Luxembourg by third-country firms (Circular).

The purpose of the Circular is to outline the different
regimes available to these third-country firms under
Article 32-1 of the Law of April 5, 1993 on the financial
sector and under MiFIR, as well as the conditions to be
met and the information and documentation to be
submitted in this respect.
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Source ZKj&:
cssf.lu/fileadmin/files/Publications/Communiques/Communiqu
es_2019/PR1917_Circularl9_716_120419.pdf

Financial Supervisory Authority of Finland
Supervises Virtual Currency Providers

On April 26, 2019, the Financial Supervisory Authority of
Finland (FIN-FSA) announced that as the Act on virtual
currency providers enters into force on May 1, 2019, it
will act as the registration authority and supervisory
authority for virtual currency providers.

The FIN-FSA will register:
e virtual currency exchange services
e custodian wallet providers
e issuers of virtual currencies

Registration will ensure that providers comply with their

statutory requirements concerning, among other things:
o reliability of the provider (including fit and proper

requirements);

holding and protecting client money;

segregation of client money and own funds;

marketing of services;

compliance with AML/CFT regulation.

Virtual currency providers which do not comply with
statutory requirements will be prohibited from continuing
their business activities in Finland.
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Source HKR&:

finanssivalvonta.fi/en/publications-and-press-
releases/supervision-releases/2019/virtual-currency-
providers-to-be-supervised-by-the-fin-fsa--briefing-for-virtual-
currency-providers-on-15-may

Vietnam Approves the Project “Restructuring of the
securities market and the insurance market up to
2020 and orientation to 2025”

On February 28, 2019, Vietham approved the Project
“Restructuring of the securities market and the
insurance market up to 2020 and orientation to 2025".

The overall objectives of the Project are to continue the
comprehensive restructuring to make the securities
market become an important channel for medium and
long-term capital mobilization of the economy, to build a
rational and balanced structure between the money and
the capital market, between the equity and the bond
market, and between the government bond and the
corporate bond market; to actively support the
restructuring of state owned enterprises, to reform the
economic growth model and promote the development
of private sector; to enhance the integration into the
regional and international markets.

BEHEYE 2020 £ RIE[H 2025 FiF ST FRE TS
HHIREAIRE
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Source FKE:
ssc.gov.vn/ubck/faces/oracle/webcenter/portalapp/pages/en/
newsdetail.jspxdDocName=APPSSCGOVVN162124782& _af
rLoop=96596570981000&_afrwindowMode=0&#%40%3F_af
rLoop%3D96596570981000%26dDocName%3DAPPSSCGO
VVN162124782%26_afrwindowMode%3D0%26_adf.ctrl-
state%3D57pf6j2ui_213

Thailand Securities and Exchange Commission
Issues New Registered Capital Rules of Securities
Companies

On April 30, 2019, the Securities and Exchange
Commission, Thailand has issued new rules on paid-up
registered capital of securities intermediaries to better
suit business nature and risk levels, reduce their
operating burdens and support development of new
business models to meet investors’ demands. The new
rules will take effect on May 16, 2019.

While all securities companies were required to have
paid-up registered capital at the same amount of 100
million baht, the new rules require that applicants and
licensees of all types of securities business, including
securities dealing, securities underwriting, proprietary
investment and securities custody, have paid-up
registered capital of different stipulated amounts.

The new paid-up registered capital rules serve as initial
capital requirement for those intending to operate a
securities business. Once the business operation begins,
the licensees must also maintain on-going capital
suitable for their risk level in compliance with the
governing rules.
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Source ZKj&:
sec.or.th/EN/Pages/News_Detail.aspx?SECID=7419

World Federation of Exchanges Publishes Annual
Sustainability Survey

On April 23, 2019, the World Federation of Exchanges
(WFE) published the results of its annual Sustainability
Survey for the 2018 calendar year (Survey).

The Survey captures the nature and extent of member
engagement with Environment, Social and Governance
(ESG) issues in both developed and emerging markets.
Key highlights of the Survey include:

e Nearly all exchanges (90%) reported having
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some form of ESG initiative, an increase on
2017’s 88%.

e Many exchanges (73%) looked at the United
Nations Sustainable Development Goals (UN
SDGs).

e Exchanges continue to be the primary drivers of
ESG disclosure in markets, with 77% of
exchanges fulfilling this function.

e Although two thirds of responding exchanges
encourage or require ESG disclosure, there is
still no consistent global standard for ESG
reporting.

e While there appears to be growing investor
demand for ESG disclosure, the level of this
demand is still considered to be limited in many
markets.

e Sustainability indices remain the most
commonly offered products, but there has been
considerable growth in ESG-related bond
offerings, with 73% of exchanges with
sustainability products offering green bonds in
their markets.

As stated in the Survey, the Stock Exchange of Hong
Kong (HKSE) regularly conducts reviews of listed
companies’ ESG reports. Through the reviews, the
HKSE identifies areas for improvement to further
enhance reporting quality and devise appropriate issuer
training.

The Survey is available on the WFE website:

world-
exchanges.org/storage/app/media/WFE%20Annual%?2
OSustainability%20Survey%202019%20-
9%20Final%2023.04.2019.pdf.
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Source ZKjE:
world-exchanges.org/news/articles/world-federation-
exchanges-publishes-annual-sustainability-survey

Dubai Financial Services Authority Invites
Applications for its 2019 Regulatory Sandbox
“Summer Cohort”

On April 29, 2019, the Dubai Financial Services
Authority invites applications from local and international
firms to apply to join the 2019 Summer Cohort.
Successful Cohort applicants will then be able to apply
to enter the DFSA regulatory sandbox, known as the
Innovation Testing License Program (ITL Program).

The DFSA welcomes innovative FinTech firms to make
applications from May 1-31, 2019. Firms must provide a
clear explanation of the business model and the
proposed innovative product or service. Firms accepted
into the 2019 Summer Cohort will be announced on
June 16, after which they may submit their ITL
applications by July 25, 2019.

The DFSA ITL Program enables FinTech firms to test
FinTech solutions in and from the Dubai International
Financial Center. It provides firms temporary flexibility to
test and develop concepts within the test environment
subject to various restrictions and modifications.
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Source HKR&:
dfsa.ae/en/MediaRelease/News/DFSA-invites-applications-
for-its-2019-regulatory?newsid=212

United Arab Emirates Signs Memorandum of
Understanding with Abu Dhabi Global Market and
International Bank for Reconstruction and
Development to Establish the International
Technology Center

On May 1, 2019, United Arab Emirates (UAE) signed a
Memorandum of Understanding (MoU) with Abu Dhabi
Global Market and the International Bank for
Reconstruction and Development to push the economic
development of the country forward and in an attempt to
provide innovative financial technology services
(FinTech) to maintain an efficient growth in the financial
sector.

The MoU aims to establish an International Technology
Center (ITC) in the UAE and came at the sideline of the
launching event of the Gulf Economic Monitor initiative,
spring 2019. The ITC center is meant to support the
efforts exerted for the application of FinTech and Digital
Economy in the Middle East and North Africa region.
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Source HKR&:
adgm.com/mediacentre/press-releases/uae-ministry-of-
finance-signs-mou-with-adgm-and-ibrd-to-establish-the-
international-technology-center-itc-in-uae

Ras Al Khaimah Courts of United Arab Emirates and
Abu Dhabi Global Market Courts Formulate Their
Procedures for the Enforcement of Judgments

On May 6, 2019, Ras Al Khaimah Courts (RAK Courts)
and Abu Dhabi Global Market Courts (ADGM Courts)
have signed a Memorandum of Understanding for the
reciprocal enforcement of their judgments, decisions
and orders and the arbitral awards recognized by them.

RAK Courts and ADGM Courts share a mutual goal and
commitment to delivering internationally-aligned judicial
services that ensure timely, simplified and effective
procedures for the reciprocal enforcement of judgments,
decisions and orders, including arbitral awards. This
further collaboration follows the signing of their first
memorandum of understanding on legal and judicial
endeavors in November 2017. They propose to continue
their engagement on all judicial matters, and particularly
regarding the use of technology to assist in the
enforcement of judgments, ensuring their continued
delivery of outstanding judicial services for the benefit of
the whole of the United Arab Emirates.
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Source K&:
adgm.com/mediacentre/press-releases/ras-al-khaimah-
courts-and-adgm-courts-formulate-their-procedures-for-the-
enforcement-of-judgments

Autorité des Marchés Financiers Adopts a New
Regime for Crypto-assets

On April 15, 2019, the Autorité des Marchés Financiers
(Financial Markets Regulator) (AMF) announced that
the PACTE draft Bill (Action Plan for Business Growth
and Transformation) was adopted at its final reading in
the French National Assembly on April 11, 2019. Once
enacted, the law will establish a framework for
fundraising via the issuance of virtual tokens (Initial Coin
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Offering - ICO) and digital assets services providers
(DASP).

The main provisions of this regime are of the following:
An optional visaregime for ICOs

The PACTE Law will enable project initiators who so
wish to submit their information document to the AMF for
an optional visa that will be issued on condition that they
meet certain requirements.

The visa remains optional and the raising of funds
without AMF visa will continue to be legal in France.
However, issuers who have not received the AMF visa
will not be able to use general solicitation.

Optional license for DASP

DASP may be licensed and placed under the
supervision of the AMF. Licensed service providers will
be subject to a set of core rules common to all services
as well as a certain number of rules specific to the
service offered.

Mandatory registration for two activities

Whether or not they choose to obtain the optional
license, service providers who wish to provide digital
assets custody services to third parties or to
purchase/sell digital assets in exchange for legal tender
are subject to mandatory registration with the AMF.

The possibility for certain funds to invest in digital
assets

Two types of funds may invest in digital assets:

e professional specialized investment funds
provided that they comply with the liquidity and
valuation rules applicable to them;

e professional private equity investment funds
subject to a limit of 20% of their assets.

Measures to protect investors

The AMF will have the powers to oversee the ICOs that
have received its visa and to supervise licensed service
providers. In the event of non-compliance with the rules,
the AMF may hand down sanctions against ICO issuers
and licensed service providers.

The AMF may publish a “blacklist” of ICOs and DASP
who do not comply with the regulations and may block
access to fraudulent websites offering services in digital
assets.
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Source KJ&:
amf-france.org/en_US/Reglementation/Dossiers-
thematiques/Fintech/Vers-un-nouveau-regime-pour-les-
crypto-actifs-en-France
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International Tax Authority of the British Virgin
Islands Publishes Economic Substance Code

On April 24, 2019, the International Tax Authority (ITA)
of the British Virgin Islands (BVI) has published the draft
Economic Substance Code (Code) which sets out the
effect of the legislation enacted by the BVI to secure
compliance with international standards on economic
substance for entities in zero or nominal tax jurisdictions.

The draft Code comprises:
e extracts from legislation;
e rules made by the ITA; and
e guidance issued by the ITA.

The draft Code is available on BVI Finance website:
bvifinance.vg/Portals/0/xBlog/uploads/2019/4/24/Draftl

TACode.pdf.
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Source ZKE:

bvifinance.vg/News-Resources/ArticlelD/3017/Draft-
Economic-Substance-Code

Hong Kong Exchanges and Clearing Limited Signs
Memorandum of Understanding with Shanghai
Ganglian E-Commerce and Wuxi Stainless Steel
Exchange

On May 7, 2019, Hong Kong Exchanges and Clearing
Limited signed a Memorandum of Understanding with
both Shanghai Ganglian E-Commerce; and Wuxi
Stainless Steel Exchange, to strengthen
communications and cooperation, as well as to promote
mutual business development in financial and
commodities markets.
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Source ZKjE:
hkex.com.hk/News/News-
Release/2019/190507news?sc_lang=en

Hong Kong International Arbitration Center
Becomes the First International Arbitration
Institution Authorized to Administer Disputes in
Russia

On April 9, 2019, the Hong Kong International Arbitration
Center (HKIAC) announced that on April 4, 2019 the
Russian Council for the Development of Arbitration
recommended that HKIAC be granted permission to
function as a permanent arbitral institution (PAI). As a
result, the Ministry of Justice of the Russian Federation
will grant the permission to HKIAC by April 25, 2019.

As a PAI, HKIAC will become the first international
arbitral institution authorized to administer:

e international disputes seated in Russia;

e disputes between parties from any special
administrative region as defined under Russian
law; and

e corporate disputes in respect of Russian
companies in several defined categories (but
excluding derivative claims and domestic
arbitrations).

With growing economic activity between Russian and
Asian parties, HKIAC is emerging as a preferred
institution for disputes involving Russian parties.
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Source ZKE:
hkiac.org/news/hkiac-permitted-administer-disputes-russia

Hong Kong Privacy Commissioner for Personal Data
Urges Organizations to Adopt the Three Data
Stewardship Values of Data Ethics

On May 9, 2019, the office of the Privacy Commissioner
for Personal Data (PCPD), Hong Kong (PCPD)
announced to launch the “Privacy Awareness Week”
2019 from May 6 to12.

In the opening remarks, the Privacy Commissioner for
Personal Data, Hong Kong, Mr Stephen Kai-yi Wong
(Privacy Commissioner), said that in today's digital era,
while information technology innovations open up
substantial opportunities for organizations,
organizations are faced with more stringent regulatory
requirements for data protection.

The Privacy Commissioner urged organizations to adopt,
in addition to complying with the regulation, the three
Data Stewardship Values of data ethics advocated by
the PCPD, namely “Respectful, Beneficial and Fair”.
Organizations should carry out Ethical Data Impact
Assessment before engaging in activities related to big
data analysis and artificial intelligence. He said that data
ethics involves offering individuals genuine choices,
meaningful consent, equality and non-discrimination.
Most importantly, it gives back the right to self-
determination in the use of personal data to the data
subjects. This concept is in line with the EU General
Data Protection Regulation (GDPR) that came into force
in May 2018 - GDPR sets a higher standard for consent
and emphasizes individuals’ autonomy. Data ethics is
also a global trend in data protection. As a member of
the International Conference of Data Protection and
Privacy Commissioners, the PCPD, together with other
international data protection authorities, issued the
‘Declaration on Ethics and Data Protection in Artificial
Intelligence’ in October 2018, and a member of a
working group to promote the Declaration.

The Privacy Commissioner further said that
organizations should uphold the attitude of the three
Data Stewardship Values for handling personal data.
Such approach would not only reinforce consumer trust
but also exemplify organizations’ commitment to
personal data privacy protection and realize the principle
of accountability, thereby elevating their reputation and
increasing their competitiveness.
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Source ZKjE:
pcpd.org.hk/english/news_events/media_statements/press_2
0190509.html

Shenzhen Stock Exchange and Indonesia Stock
Exchange Reach Consensus on Jointly Building a
China-Indonesia SME Capital Market Service Plan

On April 26, 2019, the first China-Indonesia Capital
Market Cooperation Seminar was held in Jakarta,
Indonesia.

At the seminar, Shenzhen Stock Exchange (SZSE) and
Indonesia Stock Exchange reached consensus on
jointly building a China-Indonesia SME capital market
service plan to leverage the SZSE V-Next Platform and
the IDX Incubator mechanism. A full range of services
shall be provided including regular roadshows,
information communication, seminars and researches,
and incubation and nurturing, to facilitate formation of
cross-border capital, technical transfer and cooperation
and transformation of technology, to promote new
technology, new industrial formats and new modes, to
advance growth momentum and the development path,
and to serve the construction of the Belt and Road
initiative.
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SZSE shall take active part in the ASEAN+3 Bond
Market and other regional multilateral cooperation and
serve the need of infrastructure cross-border financing
according to the market-based principle. Besides, SZSE
shall push forward the development of the Belt and Road
bonds, build a long-term stable Belt and Road financial
system which is controllable in the aspect of risk, and
ensure the sustainable development of infrastructure
financing cooperation under the Belt and Road initiative.
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Source HK&:
szse.cn/English/about/news/szse/t20190507_566877.html

Shenzhen Stock Exchange and Dhaka Stock
Exchange of Bangladesh Launch the Market
Coordination Mechanism

On May 6, 2019, the 2" China-Bangladesh Capital
Market Cooperation Seminar, jointly hosted by
Shenzhen Stock Exchange (SZSE), Dhaka Stock
Exchange of Bangladesh (DSE) and Bangladesh ICT
Division, etc., in Shenzhen.

At the Cooperation Seminar, SZSE and DSE jointly
launched the Bangladesh Window on the V-Next
platform. The two bourses will give full play to their roles
as capital market organizers to promote Chinese and
Bangladeshi market participants to jointly build
cooperation network and share resource channels. The
cooperation is expected to enhance DSE’'s market
cultivation service, and provide an orderly, transparent
and convenient channel for industry and capital

connectivity and resource integration between China
and Bangladesh.

Guided by the principle of extensive consultation, joint
contribution and shared benefits, SZSE will continue to
work with Chinese and Bangladeshi capital market
participants to fully leverage one another’s strengths and
make every effort to foster the cross-border capital
service mechanism. SZSE will promote a stable financial
service system that keeps risks under control for the Belt
and Road Initiative, build up exemplary projects of stock
exchange cooperation among emerging markets, and
make contributions to the high-quality economic
development of China and Bangladesh.
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Shenzhen Stock Exchange Holds Seminar on Local
Government Bond ETFs

On April 30, 2019, Shenzhen Stock Exchange (SZSE)
said that it recently held a seminar on local government
bond ETFs in Beijing to discuss matters on taking further
advantage of ETFs to improve the liquidity of local
government bonds.

Representatives at the meeting pointed out that ETF
market had witnessed great development in 2018 with
market institutions contentiously increasing the ratio of
EFT products in assets allocation. As an open-end fund
that tracks local bonds indexes for investment, and that
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is listed and traded in Exchanges with variable fund
shares, local bond ETFs connect local bonds and
Exchange market investors, satisfy investors’
investment needs in particular boards, for particular
indexes and regional local bond types. Continuous
advancement of the innovation and development of local
bond ETFs can be beneficial in optimizing the investor
structure of local bonds, enhancing investment value
and improving the liquidity of local bonds. Currently, 10-
year term local government bond EFTs are listed and
traded in the market, while 5-year term local government
bond EFTs have been approved, and EFTs that tracks
underlying indexes of other local bonds are to undergo
approving and review procedures.

Under the unified leadership of China Securities
Regulatory Commission, SZSE will continue to address
weak links, perfect fundamental systems, and enforce
the construction of Exchange-traded bond secondary
market. By making use of its innovation edge and
platform, SZSE will enrich product system including local
bond ETFs, enhance market efficiency, perfect market
service and promote the high quality development of
SZSE'’s bond market.
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Hong Kong Mortgage Corporation Limited
Launches Policy Reverse Mortgage Program

On May 8, 2019, the Hong Kong Mortgage Corporation
Limited (HKMC) announced the launch of the Policy
Reverse Mortgage Program (PRMP) as a new product
to its “HKMC Retirement Solutions” and introduced a
series of offers to promote the new product together with
the Reverse Mortgage Program and the HKMC Annuity
Plan.

The PRMP enables the borrowers to use life insurance
policy as collateral to draw down loans. The borrowers
can opt to receive monthly payouts either over a fixed
period of time or throughout their lifetime. They may also
borrow lump-sum payouts for specific purposes. In
general, the borrowers do not need to repay the loans
during their lifetime. After they have passed away, the
lenders will use the amount recovered from the death
benefits of the life insurance policy to repay the loans.

The PRMP will open for applications from May 30, 2019.
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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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