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Australian Securities and Investments Commission
Proposes to Ban Unsolicited Telephone Sales of Life
Insurance and Consumer Credit Insurance

On July 18, 2019, the Australian Securities and
Investments Commission (ASIC) has issued a
consultation paper seeking views on its proposal to ban
unsolicited telephone sales of direct life insurance and
consumer credit insurance. Such a ban is intended to
prevent the sale of complex insurance products which
consumers do not need, want or understand.

The consultation runs until August 29, 2019.
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Source &j&:
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Cyprus Securities and Exchange Commission Signs
a Memorandum of Understanding with Institute of
Certified Public Accountants of Cyprus

On July 18, 2019, the Cyprus Securities and Exchange
Commission (CySEC) and the Institute of Certified
Public Accountants of Cyprus (ICPAC) have signed a
Memorandum of Understanding (MoU).

On the basis of the MoU, CySEC and ICPAC cooperate
with each other on the prevention of the use of the
financial system for the purposes of money laundering
or terrorist financing and to address issues and
violations of existing legislation, thereby ensuring the
compliance of the supervised entities.
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Source Ej&:
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European Securities and Markets Authority
Consults on Disclosure Guidelines under the
Prospectus Regulation

On July 12, 2019, the European Securities and Markets
Authority the European Securities and Markets Authority
(ESMA) has launched a public consultation concerning
its draft Guidelines on disclosure requirements under the
Prospectus Regulation.

The draft Guidelines cover topics, such as:
historical financial information;
interim financial information;

profit forecasts and estimates;
working capital statements; and
capitalization and indebtedness.

The purpose of ESMA is to ensure that market
participants have a uniform understanding of the
relevant disclosure requirements and assist national
competent authorities when they assess the
completeness, comprehensibility and consistency of
information in prospectuses.

The consultation period closes on October 4, 2019.
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Source 3;E: esma.europa.eu/press-news/esma-news/esma-
consults-disclosure-guidelines-under-prospectus-regulation

U.S. Commodity Futures Trading Commission
Issues Order Finding that Korea Exchange, Inc.
Made a False and Misleading Certification

On July 12, 2019, the U.S. Commodity Futures Trading
Commission (CFTC) issued an Order and
simultaneously  settling charges against Korea
Exchange, Inc. (KRX), for making a false statement to
the CFTC.

The Order finds that on February 19, 2018, KRX falsely
represented in its annual certification that it was in
compliance with the CFTC’s exemptive order requiring
that KRX observe certain important international
financial management standards.

The CFTC’'s Order requires KRX to engage an
independent third party to assess KRX's observance of
these financial management standards, with reports of
that assessment submitted to the CFTC on a periodic
basis over the next two-and-a-half years. The Order also
imposes on KRX a civil penalty of US$150,000.00.
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Source 3j&: cftc.gov/PressRoom/PressReleases/7971-19

Hong Kong Securities and Futures Commission
Bans Song Peng for 10 Months

On July 12, 2019, the Hong Kong Securities and Futures
Commission (SFC) has banned Mr. Song Peng (Song),
a former account executive of Phillip Securities (Hong
Kong) Limited (Phillip Securities), from re-entering the
industry for 10 months from July 12, 2019 to May 11,
2020 for breach of the SFC’s Code of Conduct.

The SFC found that Song effected transactions in a
client’s securities account and margin account between
April 2015 and May 2016 on a discretionary basis
without obtaining the client’s prior written authorization,
nor with the knowledge and approval of his then
employer.

Although the client had verbally authorized Song to trade
in the accounts on a discretionary basis, the absence of
a written authorization prevented Phillip Securities from
monitoring and supervising the operation of the
accounts and deprived the client from protection against
the risk of unauthorized trades carried out in his
accounts.

In deciding the penalty, the SFC took into account all
relevant circumstances, including the duration of Song’s
misconduct and his otherwise clean disciplinary record.
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Source 3kjE: sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=19PR66

Hong Kong Securities and Futures Commission
Suspends Hui Kwok Piu for lllegal Short Selling

On July 15, 2019, the Hong Kong Securities and Futures
Commission (SFC) has suspended the license of Mr Hui
Kwok Piu (Hui) for 16 months from July 12, 2019 to
November 11, 2020.

The disciplinary action follows Hui’s conviction for illegal
short selling in the shares of Coslight Technology
International Group Limited in contravention of the
Securities and Futures Ordinance.

The SFC considers Hui's conviction has called into
qguestion his fitness and properness as a licensed
person.
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Source 3kjE: sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=19PR64

Hong Kong Securities and Futures Commission
Reprimands and Fines Lee's Securities Company
Limited HK$520,000 for Internal Control Failings

On July 15, 2019, the Hong Kong Securities and Futures
Commission (SFC) has reprimanded and fined Lee’'s
Securities Company Limited (Lee’s Securities)
HK$520,000 for internal control failings relating to
segregation of duties and handling of client securities.

The disciplinary action follows an SFC investigation into
Lee’s Securities’ internal controls after an SFC
inspection of the firm in 2015.

The investigation found that Lee’s Securities:

o failed to segregate key duties of its front office
and back office, which had first been identified
by the SFC during an inspection in 2010, and
allowed account executives who handled client
orders to perform back office duties; and

o failed to obtain clients’ written instruction before
carrying out their instructions to transfer their
securities to external brokerage accounts, and
to withdraw their physical scrips from the
Central Clearing and Settlement System.

In deciding the sanction, the SFC took into account all
relevant circumstances of the case, including:

e Lee’s Securities’ failure to obtain clients’ prior
written instructions for dealings in their accounts
lasted around 10 years from 2004 to 2015;

e Lee’s Securities’ continuing failure to take
remedial measures to rectify the inadequate
segregation of its front office and back office
functions which had first been identified by the
SFC’s inspection in 2010;

e Lee’s Securities’ co-operation in engaging an
independent external accountant to conduct a
client circularization to confirm their stock and
cash balances;

e there is no evidence of clients having suffered
any losses;

e Lee’s Securities’ co-operation with the SFC in
resolving the disciplinary proceedings; and

e Lee’s Securities has no prior disciplinary history
with the SFC.
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Hong Kong Securities and Futures Commission
Reprimands and Fines Glory Sun Securities Limited
HK$1.2 Million and Suspends its Current and Former
Responsible Officers

On July 15, 2019, the Hong Kong Securities and Futures
Commission (SFC) has reprimanded and fined Glory
Sun Securities Limited (Glory Sun) HK$1.2 million for
failing to diligently supervise its account executives and
implement effective controls to ensure compliance with
the short selling requirements.

The SFC has also suspended Glory Sun’s responsible
officer, Ms Eva Wong (Wong), and former responsible
officer, Mr Alfred Lam Wai Kwong (Lam), for six months,
respectively, from July 12, 2019 to January 11, 2020 for
the failures.

The disciplinary action arose from a case where a Glory
Sun account executive was convicted by the Court for
illegal short selling in Coslight Technology International
Group Limited (Coslight) shares on multiple occasions
in August 2015.

At the material time, Glory Sun had two trading systems,
one which checked a client’s stock balance before a sell
order was placed to the Stock Exchange of Hong Kong
Limited but another trading system (Speed Station) —
through which the sell orders in Coslight shares were
placed by the account executive for his personal trading
account — did not have such function. As such, Glory
Sun’s controls to prevent illegal short selling were
ineffective.

Glory Sun claimed that there were reviews of the trading
activities of its account executives by Wong and Lam.
However, there was no record of the purported reviews.
Since most of the reviews were conducted at day-end,
they were ineffective in preventing the placing of short
sale orders to the market. In addition, Glory Sun only
became aware of the illegal short selling activities of the
account executive when informed by the SFC.

The SFC is of the view that Glory Sun, Wong and Lam
are in breach of the Code of Conduct.

In deciding on the sanctions, the SFC took into account
all relevant circumstances of the case, including:

e the account executive’s illegal activities went
undetected until the SFC informed Glory Sun of
it;

e Glory Sun ceased to permit its account
executives to execute orders through the Speed
Station since July 2018;

e the parties’ otherwise clean disciplinary record;
and

e a deterrent message needs to be sent to the
market that failures to adequately supervise and
implement effective controls will not be tolerated.

BRIISRYRESERZEASETENIESFRAST
FATIK 120 THERTMEN RHEAERFERTA
R AR ER

2019 7 B 15 H, BAIIEAPRESEREZRS (F
B BREFMESBRAS (FH) FAEIUTIFK 120 T#
7T, ERRZASEEYMRATHLEBEEAFERLME
BRI, IRRETRESNE,

LRSI ERERK, DHEHBEERATARRRE
(]) MBI ATTARMES (W) FREIR, HEAA B
2019 7B 12HZE 20201 B 11 A1k,

EESHNLETHETERREEH —2EF A IEHE
2015 F 8 B ZRIESREAFTEREAREFRAB L
FEFF) BB IERMIL.

TRERE, EMERIZHEG. HPF—PRGEAER
BERREX I ERA SR EEEIETH, REFFNILE
FER BRI HEG (XHEFE) MARLIEE.
REFEAREIEEARNARSZKS, KHAEXT
EFRRR I HIET. B, R AIEMLEIRERSNE
SRR .

BREFERREMERAELZT A TENRFEDN, BT
EFHRHRAHLTERER. HTHEXRARNBEEH
ERENAHT, WARBIM LR THRHER=IET. I


https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=19PR67
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=19PR67

J M L

S, EMHERIELESENN, 7EBZEATENIEESR
=7EE.

IEERINA, EH. REMEBRT (FFAEN) .

IERSHERE LRGBS, EEEFANRNFFBEEXE
o, B
o EFMERIEMSEME, —ERFINEIZE S
FEMIEELEIED,
e EHHE2IBET AL EABATFHEATIE
B PEFEHTRHIET,
o BREFAHLEZLELSHLEK &
o MAETHEREMBEMNAMNNE, RPIELESSR
SRABRBHATED LB RLER L ITEIE
MER.

Source 3kjE: sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=19PR65

Hong Kong Court Sets Pre-trial Review for
Unlicensed Activities Prosecution Brought by the
Hong Kong Securities and Futures Commission

On July 18, 2019, the Eastern Magistrates’ Court fixed
the pre-trial review date for prosecution against
Brilliance Capital Management Limited (BCM) and its
director Mr Law Sai Hung (Law) after they pleaded not
guilty to the charges by the Hong Kong Securities and
Futures Commission (SFC) of having held out
themselves as carrying on a business in regulated
activity without a SFC license.

The SFC alleges that on or around January 8, 2013,
BCM held itself out to a company as carrying on a
business in advising on corporate finance while without
a license and reasonable excuse.

The SFC also alleges that Law, while acting as an officer
of BCM, aided, abetted, counseled, procured or induced
the commission of the offense by BCM, which was
committed with Law’s consent or connivance or was
attributable to his recklessness.

The pre-trial review is fixed for September 19, 2019.

EREERERISRRESEREZRATRENTE
AR R EHEIRZAH

2019 F 7 B 18 H, BB IHERARESFKEZARAS (F
Be) BRIRIFEEAAEEERAS BEANERHE
ETHIL (F) BHEMNERTBIELESHEBENERLT, B
THCAERXZINEFRNNL S, RRBHAERAEM
MNWNEXERE ETHIIEZE .

WESIEEFERASTHAAT 20134F 1 B 8 8, £k
TEHBEEAEMENBEATRE—RASEBRECE
- R R R RS,

ILERTMESENBERASEARNENITEN, B
Br. B, AfE. EEEIBEEFRAMILIZET MiX
FTRAFRABIAARTILHN, AT HE TS
HEBER.

HEEZET 2019 £ 9 A 19 B#17.

Source 3kjE: sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=19PR68

Hong Kong Monetary Authority Issues Circular on
Leverage Ratio Treatment of Client Cleared
Derivatives and Revisions to Leverage Ratio
Disclosure Requirements

On July 12, 2019, the Hong Kong Monetary Authority
(HKMA) issued a circular to inform that the Basel
Committee on Banking Supervision (BCBS) issued
Leverage ratio treatment of client cleared derivatives
(Revised LR Treatment) and Revisions to leverage ratio
disclosure requirements (Revised LR Disclosure
Requirements) on June 26, 2019.

Both the Revised LR Treatment and the Revised LR
Disclosure Requirements will come into effect on
January 1, 2022. The HKMA intends to implement them
having regard to the BCBS timetable and will consult the
industry on its implementation proposals in due course.
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Source 3;&: hkma.gov.hk/media/eng/doc/key-
information/quidelines-and-circular/2019/20190712e1.pdf

Hong Kong Monetary Authority Releases Report on
the Money Laundering and Terrorist Financing Risk
Assessment for the Stored Value Facility Sector
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On July 19, 2019, the Hong Kong Monetary Authority
released a report to update the money laundering and
terrorist financing (ML/TF) risk assessment for the
stored value facility (SVF) sector.

It is noted that while the majority of the SVF sector
continues to be characterized by lower ML/TF risks,
pockets of higher ML/TF risks have emerged.

Amendments will be made as appropriate to the
Guideline on Anti-Money Laundering and Counter-
Financing of Terrorism (For Stored Value Facility
Licensees), on which the industry will be consulted in
due course.

ERECRMEERAGXTHEINIRALFNRERRS
WA FREFEERBRITERE

2009 7 B 19 H, EALHEERLG—MIkE, EEFN
ETFHEINTIREVRNERELH D FREEENR
TR

ESIENRE REXTOHEXNIRLANFRAZR
ROREREREHITHASEENR, E-LRENEHRR
TR TREEENRE LTI,

T8 ETme T RAEERES]) BEXNIRRF
FENE ) BEUIAETT, BXRMETTTE SRS R
FRITEE,

Source 3;E: hkma.gov.hk/media/eng/doc/key-
information/quidelines-and-circular/2019/20190719e1.pdf

The Listing Committee of GEM of the Stock
Exchange of Hong Kong Limited Censures or
Criticizes China Regenerative Medicine
International Limited and Twelve of its Current and
Former Directors for Breaching the GEM Listing
Rules and the Director’s Undertaking

On July 15, 2019, the Listing Committee of GEM of the
Stock Exchange of Hong Kong Limited (Committee)

CENSURES:

(1) China Regenerative Medicine International Limited
(formerly known as China Bio- Med Regeneration
Technology Limited: Company) (Stock Code: 8158) for
failing to comply with Rules 19.20, 19.34, and 19.40 of
the Rules Governing the Listing of Securities on GEM of
the Stock Exchange of Hong Kong Limited (GLR) for
failing to comply with the disclosure, shareholder
approval and prior consultation with the Stock Exchange

of Hong Kong Limited (Exchange) requirements in
relation to its granting of loans;

AND CENSURES the following executive directors
(EDs), non-executive  directors (NEDs), and
independent non-executive directors (INEDs) of the
Company:

(2) Mr Dai Yumin, (Mr Dai), former ED;

(3) Ms Wang Yurong (Ms Wang), former ED;

(4) Mr Wong Sai Hung (Mr Wong), former ED;

(5) Prof Deng Shaoping, former NED;

(6) Mr Cao Fushun, former NED;

(7) Mr Yang Zhengguo, former NED; and

(8) Mr Chan Bing Woon, INED;

And the Listing Appeals Committee on review

CENSURES

(9) Mr Shao Zhengkang (Mr Shao), former ED;
(10) Mr Wang Jianjun, former NED;

(12) Mr Wang Hui, former NED; and

(12) Mr Lui Tin Nang, former INED;

AND CRITICISES
(13) Mr Pang Chung Fai Benny (Mr Pang), former INED

for failing to exercise the care, skill and diligence
required of them as directors of the Company in breach
of GLR5.01(6) and their obligations under the
Declaration and Undertaking given to the Exchange in
the form set out in Appendix 6-A of the GLR to comply
with the GLR to the best of their abilities and to use their
best endeavors to procure the Company’s GLR
compliance (collectively, Undertakings). (The directors
identified at (2) to (13) above are collectively referred to
as the Relevant Directors.)

The Committee further CENSURES Mr Dai and Mr
Wong for their separate breach of GLR5.20 as
Compliance Officers of the Company.

FACTS AND FINDINGS

From March to July 2015, the Company completed three
share placings raising a total of HK$1,549 million for
which the disclosed intended use of the proceeds were
primarily for its principal business activities and as
general working capital.

However, it has emerged that from March to August
2015, the Company granted 19 loans (involving a total
of over HK$1,318 million) all funded by the proceeds
raised from the placings. Such lending activity was not
within its usual and ordinary course of business and the
Company had not engaged in such conduct before.
Each of the loans is referred to below as Loans 1 to 19.

All Loans 1 to 19 were granted for a term of not more
than six months, bore an effective interest of 12 per cent
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per annum and involved individual sums ranging from
HK$17.6 million to HK$101 million. None of them were
disclosed to or approved by the shareholders of the
Company before they were made.

Loans 1 to 19 were approved by Mr Dai and Ms Wang,
the only two EDs in office at the relevant time, together
with Mr Shao, the then Chief Executive Officer. All other
NEDs and INEDs subsequently became aware of the
Company's granting of loans from the monthly updates
circulated by the Company.

On May 12, 2016, the Company announced a
discloseable transaction: namely, the granting on the
day of Loan 20 (of HK$70 million) by its subsidiary
(which held a money lenders license) for three months
at an interest rate of 12 per cent per annum. Loan 20
had been approved by Mr Wong and Mr Shao, the only
two EDs in office as of May 12, 2016. Mr Dai and Ms
Wang had resigned as of April 30, 2016. Loan 20 was
also ratified by the board of the directors (Board) on May
12, 2016.

On the basis of the Revenue Ratios, the Committee
found that all of Loans 1 to 19 were major transactions
subject to announcement and shareholder approval
requirements, with which the Company did not comply.
The Committee also found that Loan 20 was a major
transaction and the Company did not comply with the
shareholder approval requirement.

The Committee decided that each of the Relevant
Directors failed to exercise their duties with care, skill
and diligence. The Committee concluded the Relevant
Directors also breached their Undertakings.

REGULATORY CONCERN

The Committee views the breaches in this case as
serious. The Committee is highly critical of the conduct
of the Company and the Relevant Directors as loans
were advanced with the placing proceeds which:

(a) constituted a new or further use of the placing
proceeds not made known to the Company’s
shareholders and the market;

(b) were not approved or ratified by the Board;

(c) were made without proper due diligence being
conducted. What was done was inadequate particularly
given that money lending was not a core business of the
Company and was pursued without proper governance;
(d) did not constitute treasury activities as asserted by
the Company (and challenged by Mr Pang);

(e) exposed the Company to substantial risks of: (1) non-
recovery of the loans; and (2) non-availability of funds to
be applied to the intended purposes as disclosed to the
Company'’s shareholders and the market; and

(f) did not comply with disclosure and shareholder
approval requirements.
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Highlights of the Speech by Hong Kong Privacy
Commissioner at the 2019 Asia Privacy Forum in
Singapore on Compliance with Regulatory
Requirements, Accountability and Data Ethics

In a speech at the 2019 Asia Privacy Forum (Forum) of
the International Association of Privacy Professionals
(IAPP) in Singapore held on July 15, 2019, the Privacy
Commissioner for Personal Data, Hong Kong (Privacy
Commissioner), Mr Stephen Kai-yi Wong promoted
compliance with regulatory requirements, accountability
and data ethics.

The Privacy Commissioner said that the office of the
Privacy Commissioner for Personal Data, Hong Kong
(PCPD) has encouraged enterprises to implement a
privacy management program, adopt good practices
and accountability mechanisms, and incorporate
personal data privacy into corporate governance by a
top-down approach. PCPD has also been advocating
complementing compliance with the law by the adoption
of data ethics, integrating the values of fairness, respect
and mutual benefits into the practical work, such as
providing customers with real choices, obtaining
meaningful  consent, eliminating prejudice or
discrimination, and fair equivalence exchanges. PCPD
hopes that a proper balance would be struck between
privacy protection and free flow of information in order to
facilitate and not stifle technological innovation.

The Privacy Commissioner stressed that the high-speed
development of information and communication
technology in mainland china in recent years has
created unlimited business opportunities. Although
China has not enacted a comprehensive data protection
law, a number of sectoral laws, regulations and
administrative measures have been implemented to
strengthen personal information protection in recent
years.

The Privacy Commissioner highlighted international
cooperation should include law enforcement, policy-
setting, research and education, etc. Cooperation in
policy-setting is particularly important amidst the
legislative fragmentation in data protection laws. Data
protection authorities should have consistent regulatory
policies to improve interoperability of regulations in
different jurisdictions.
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Insurance Authority of Hong Kong Signs
Memorandum of Understanding on Delegation of
Powers to the Monetary Authority

On July 19, 2019, the Insurance Authority (IA) of Hong
Kong announced to delegate its inspection and
investigation powers to the Monetary Authority (MA),
taking effect on September 23, 2019 when the statutory
regime comes into operation.

The delegation of 1A’s powers of inspection and
investigation to the MA in relation to insurance related
businesses of Als aims to improve efficiency and to
minimize possible regulatory overlap.

To strengthen the co-operation between the 1A and the
MA under the statutory regime and to ensure regulatory
consistency, the two parties entered into a
Memorandum of Understanding which sets out,
amongst others, the arrangements on supervision,
complaint handling and enforcement in relation to
insurance related activities carried on by Als.
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U.S. Securities and Exchange Commission Charges
Accountant and Friend in US$6.2 Million Insider
Trading Scheme

On July 10, 2019, the U.S. Securities and Exchange
Commission (SEC) filed insider trading charges against
Martha Patricia Bustos (Bustos), formerly an accountant
at lllumina Inc., and her friend, whom she illegally tipped
with confidential information in advance of her
company’'s quarterly performance announcements in
exchange for all-expense paid travel and other
expensive gifts. The alleged insider trading scheme
generated profits of more than US$6.2 million and was
uncovered by the SEC through analysis and technology
that it uses to detect suspicious trading activity.

The SEC’s complaint charges Bustos and her friend with
knowingly or recklessly violating the antifraud provisions
of the federal securities laws, and seeks permanent
injunctions, disgorgement with prejudgment interest,
and penalties.

In a parallel action, the U.S. Attorney's Office filed
criminal charges against Bustos and her friend.
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U.S. Commodity Futures Trading Commission and
Securities and Exchange Commission Invite Public
Comment on a Joint Proposal to Align Margin
Requirements  for  Security = Futures  with
Requirements for Similar Financial Products

On July 9, 2019, the U.S. Commaodity Futures Trading
Commission and the Securities and Exchange
Commission have approved a joint proposal to align the
minimum margin required on security futures with other
similar financial products. The proposal would set the
minimum margin requirement for security futures at 15
percent of the current market value of each security
future.

The public comment period will remain open for 30 days
following publication in the Federal Register.
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U.S. Securities and Exchange Commission Staff
Publishes Statement Highlighting Risks for Market
Participants to Consider as They Transition Away
from London Inter-Bank Offered Rate

On July 12, 2019, the U.S. Securities and Exchange
Commission (SEC) announced that SEC staff have
published a statement that encourages market
participants to proactively manage their transition away
from London Inter-Bank Offered Rate (LIBOR) and
outlines several potential areas that may warrant
increased attention during that time. It is expected that
parties reporting information used to set LIBOR will stop
doing so after 2021.

The staff statement encourages market participants to
identify existing contracts that extend past 2021 to
determine their exposure to LIBOR and to consider
whether contracts entered into in the future should
reference an alternative rate to LIBOR. The statement
also contains specific guidance for how registrants might
respond to risks associated with the discontinuation of
LIBOR.

The staff statement is available on the SEC website:
sec.gov/news/public-statement/libor-transition.
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U.S. Securities and Exchange Commission and
North American Securities Administrators
Association Explain Application of Securities Laws
to Opportunity Zone Investments

On July 15, 2019, the U.S. Securities and Exchange
Commission (SEC) and the North American Securities
Administrators Association (NASAA) have issued a
summary that explains the application of the federal and
state securities laws to opportunity zone investments.

The "opportunity zone" program was established in
December 2017 to provide tax incentives for long-term
investing in designated economically distressed
communities.

The Opportunity Zones summary is available on the
SEC's website and NASAA's website.
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Nomura Securities International Inc. Pays Misled
Bond Customers US$25 Million to Settle U.S.
Securities and Exchange Commission Charges

On July 15, 2019, the U.S. Securities and Exchange
Commission (SEC) instituted two related enforcement
actions against Nomura Securities International Inc.
(Nomura), which has agreed to repay approximately
US$25 million to customers for its failure to adequately
supervise traders in mortgage-backed securities.
Nomura also agreed to pay a US$1.5 million penalty.

The SEC orders find that Nomura bond traders made
false and misleading statements to customers while
negotiating sales of commercial and residential
mortgage-backed securities (CMBS and RMBS).

The SEC’s orders further find that Nomura lacked
compliance and surveillance procedures that were
reasonably designed to prevent and detect this
misconduct, which inflated the firm’s profits on CMBS
and RMBS transactions at its customers’ expense.
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U.S. Commodity Futures Trading Commission and
the Japan Financial Services Agency Issue a Joint
Statement Regarding the Comparability of Certain
Derivatives Trading Venues in the U.S. and Japan

On July 11, 2019, the U.S. Commodity Futures Trading
Commission (CFTC) announced the exemption of
certain derivatives trading facilities regulated by the
Japan Financial Services Agency (JFSA) from the
requirement to register with the CFTC as swap
execution facilities.

JFSA also announced that it would facilitate the
authorization process of Authorized Electronic Over-the-
Counter Derivatives Transactions for CFTC authorized
derivative platforms.

CFTC said that the global nature of today’s markets
requires that regulators work cooperatively across
borders to promote growth and innovation while
supporting financial stability.
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Financial Conduct Authority of the United Kingdom
Announces HSBC to Extend Redress Scheme for
Customers Impacted by Historical Debt Collection
Practices

On July 11, 2019, the Financial Conduct Authority (FCA)
of the United Kingdom announced that HSBC has
voluntarily agreed to extend its redress scheme for
customers who may have lost out by paying an
unreasonable debt collection charge imposed by HFC
Bank Ltd (HFC) and John Lewis Financial Services
Limited (JLFS) between 2003 and 2009. Both HFC and
JLFS are now part of HSBC UK Bank Plc.

Where the records show that customers paid their
outstanding debt but do not determine whether debt
collection charges were applied and paid, customers will

11


https://www.sec.gov/page/staff-statement-opportunity-zones-federal-and-state-securities-laws-considerations?auHash=R7M33AsyJ7NmnGs29aKCL5nU7niOu-jDhpsWnFKqth4
http://www.nasaa.org/category/newsroom/current-headlines/
http://www.sec.gov/news/press-release/2019-132
http://www.sec.gov/news/press-release/2019-131
https://www.cftc.gov/PressRoom/PressReleases/7968-19

J M L

be written to and invited to share their recollections.
Customers will be compensated where their
recollections indicate they have paid unreasonable debt
collection charges.

The FCA would encourage anyone who received a letter
in relation to this matter to get in touch with HSBC.
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European Securities and Markets Authority Warns
Contracts for Differences Providers on Application
of Product Intervention Measures

On July 12, 2019, the European Securities and Markets
Authority (ESMA) has published a statement addressed
to providers marketing, distributing or selling contracts
for differences (CFDs) to retail clients. The statement is
in response to various practices and situations observed
in the market, which raise concerns of non-compliance
with the legal requirements applicable when providing
services to retail clients.

ESMA has identified undesirable practices related to:
e Professional clients on request; and
e Marketing, distribution or sale by third-country
CFD-Providers.

ESMA and National Competent Authorities will continue
to monitor compliance of CFD providers with the product
intervention decisions.
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European Securities and Markets Authority
Publishes Report on the Licensing of Fintech Firms
across Europe

On July 12, 2019, the European Securities and Markets
Authority (ESMA) published a report on the status of
licensing regimes of FinTech firms across the European
Union (EU).

ESMA concludes that, based on the evidence gathered,
that at present most innovative business models can
operate within the existing EU rules, but does not make
additional recommendations for changes in EU
regulation at this stage.

The report is available on the ESMA website:
esma.europa.eu/sites/default/files/library/esma50-164-
2430 licensing_of fintech.pdf.
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Source 3£;E: esma.europa.eu/press-news/esma-news/esma-
publishes-report-licencing-fintech-firms-across-europe

European Securities and Markets Authority
Launches Consultation on Cost of Market Data and
Consolidated Tape

On July 12, 2019, the European Securities and Markets
Authority (ESMA) has launched a public consultation on
the development in prices for pre- and post-trade data
and on the post-trade consolidated tape (CT) for equity
instruments.

MIFID 1I/MiFIR aims at ensuring fair access to and
lowering the cost of market data and has established the
legal framework for the provision of a CT. However,
based on ESMA's analysis, it appears that MiFID Il has
so far not delivered on its objective to lower the prices of
market data.

The consultation closes on September 6, 2019.
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tape

Singapore Exchange Regulation Requires Exit
Offers to be Fair and Reasonable and Shareholder
Vote to Exclude Offeror and Concert Parties

On July 11, 2019, Singapore Exchange Regulation
(SGX RegCo) announced changes to two aspects of the
voluntary delisting rules, with immediate effect.

Exit Offer

Exit offers in conjunction with voluntary delistings must
not only be reasonable, but also fair. To ensure investors
understand the opinions of Independent Financial
Advisors (IFAs), Singapore Exchange (SGX) expects
the bases for determining the fairness and the
reasonableness of the offer be separately detailed. SGX

will also work with relevant industry bodies to develop
guidance and standards for IFAs and their opinions.

Shareholder Vote

The offeror and parties acting in concert with the offeror
must abstain from voting on the voluntary delisting
resolution. The approval threshold is maintained at 75%
of total number of shares held by independent
shareholders present and voting. The 10% block will be
removed.

SGX wishes to highlight that offerors should not use
other forms of privatization to avoid complying with the
above requirements.
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Source kj&E:  sgx.com/media-centre/20190711-sgx-regco-
requires-exit-offers-be-fair-and-reasonable-shareholder-vote

Singapore Exchange Regulation Consults on
Proposed Enhancements to Securities Trading
Auction Mechanism

On July 15, 2019, Singapore Exchange Regulation is
seeking feedback on possible changes to the auction
mechanism in the securities market, to consider their
feasibility for implementation.

The proposed enhancements are to prevent extreme
price dislocations while enabling price discovery,
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thereby strengthening the robustness of, and investor
confidence in, the auction routines.

The proposed enhancements are:
e Implementation of price collars
A larger price collar of 30% will apply for the
opening auction as compared to a 10% price
collar for the mid-day and closing auction
routines.

e Extension of auction routine
The extension of auction routine is proposed to
be for 5 minutes to allow market participants to
analyze market conditions and review their
orders.

e Hybrid model
Time extensions will apply for the opening and
mid-day routines while a price collar will be
applied on the closing routine.

The consultation is open till August 15, 2019.

K 32 5 Fir 15 T 2 SRR B AN 5 UE 35 T 35 3 A 36
181

2019 7 B 15 H, FIMKR AT E A S LA KT
REEFILSTOMNENIIGNRER UEEREKENTIT
o

BN N5E IR TR T T 35 E I 89 R RS BT LE AR 4% K 1
MR AL H R IR B E D,

BRI ISR =
o EMXEAILHE
REENMLETR 30%EEATAHIMNEN
AL FTHH R A TR BN ARG8T 10%.

o EMUEMMIEK
BWEMENEK 5 28, UETHS5EST
IR FIERBATAIT R

o REER
AFFHEIAF TR EKZMNIERNA 8], T
X E$&E A F AR EDN .
BEFMEST 20198 B 15 H.

Source &j&: sgx.com/media-centre/20190715-sgx-reqco-

consults-proposed-enhancements-securities-trading-auction-
mechanism

China Seeks Public Comments on the Optimization
of the Business Environment Regulations (Draft for
Comment)

On July 14, 2019, China's National Development and
Reform Commission (NDRC) published announcement
to seek public comment on the Optimization of the
Business Environment Regulations (Draft for Comment)
to promote the creation of a stable, fair, transparent and
predictable business environment.

Opinions will be solicited from the general public by
August 12, 2019.
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Shanghai Stock Exchange Replies to Inquiries on
2018 Annual Reports of Corporate Bond Issuers

On July 5, 2019, the Shanghai Stock Exchange (SSE)
answered the questions about the examination of the
2018 annual reports of corporate bond issuers and the
regulation-related work.

An overview of the disclosure of the 2018 annual
reports on corporate bonds

The production and operation of the corporate bond
issuers mainly show the following characteristics:

First of all, the issuers’ operations and profitability
improved. In 2018, the issuers recorded a total operating
income of RMB45.04 trillion, an increase of 12.12% over
the previous year; the net profit was RMB2.28 trillion, up
by 8.45% from a year earlier. Specifically, the operating
incomes of private enterprises increased more
significantly, and the total annual operating income and
net profit respectively increased by 18.35% and 11.61%
year-on-year. In addition, the industry profit structure
demonstrated some changes, and the profits of the
upstream industries showed remarkable improvement,
as the mining industry, for example, registered a year-
on-year increase of 57.41% in net profit.

Secondly, the size of the issuers’ debts remained stable,
but the proportion of short-term debts increased. In 2018,
the total interest-bearing debt of corporate bond issuers
grew by 11.52% compared with the previous year, which
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was consistent with the gains in assets and incomes on
the whole. At the end of the year, the asset-liability ratio
averaged 60.78%, an increase of only 0.44 percentage
point from the previous year, and the debt level was
generally stable. From the perspective of debt structure,
the short-term interest-bearing debt accounted for
32.67% of the total on average at the end of the year, an
increase of 3.11 percentage points over the previous
year. Specifically, the average proportion of the short-
term interest-bearing debt of private enterprises went up
by 6.2 percentage points from a year earlier, with the
pressure on the liquidity management increased.

Thirdly, the size of investment and financing of
enterprises contracted, and the operating cash flow
improved significantly. In 2018, the issuers enhanced
their “hematopoietic” capacity by improving operational
efficiency. In the whole year, the cash flow from
operating activities was RMB3.91 trillion, an increase of
135.76% year-on-year, with the industries in the real
economy such as real estate, construction, and
transportation recording more gains. The net cash
outflow from investing activities totaled RMB5.70 trillion,
a decrease of 7.51% from the previous year, and more
than 60% of the issuers shrank the scale of investment.
The net financing amount also posted a drop from the
previous year, with some companies in the face of
refinancing pressure.

The main changes in the SSE’s requirements for the
disclosure of the 2018 annual reports compared with
those in previous years

First of all, the SSE has strengthened the regulation of
information disclosure for privately offered corporate
bonds. In order to solve the problem of some issuers of
privately offered bonds lacking information disclosure in
duration, in the latest “Rules of Shanghai Stock
Exchange for Listing and Transfer of Non-publicly
Offered Corporate Bonds”, the SSE clearly requires the
issuers of privately offered bonds to disclose the annual
report and the semi-annual report, thus providing
institutional guarantee for the investors in the privately
offered bonds to learn about the issuer's credit status.

Secondly, the SSE has intensified requirements for non-
financial information disclosure so as to further enhance
the comprehensibility of the annual reports. The SSE
has always attached great importance to the integrity of
disclosure of non-financial information, which is taken as
an effective supplement to financial information. Based
on the earlier research and surveys in the investors and
the daily regulatory practices, the SSE has further
specified the disclosure requirements for non-financial
information in the annual report template. For example,
it is required that the issuers should disclose in detail the
products and services generating more than 10% of their
net profit or income, and should also disclose the
reasons for the changes and the impact on important

financial indicators when the company adds new
subsidiaries or disposes of important subsidiaries.

Thirdly, the SSE has refined the information disclosure
requirements for specific bond products. As there have
been more and more innovative bond products in recent
years, the SSE has continued to refine the information
disclosure requirements for the specific bond products
in duration, calling for the issuers to more relevantly
demonstrate the changes in credit levels and the
differential arrangements for specific products. For
example, regarding the exchangeable corporate bonds,
the issuer should disclose the latest share-swap price,
the ratio of the market value of the shares to be used for
exchange to the balance of the exchangeable bonds, the
basic situation of pledge, the repayment pressure that
may be caused by stock price fluctuations, and so on.

The key points in the regulation of the 2018 annual
reports

First of all, the SSE focused on the companies’
disclosure of solvency. The SSE especially reviewed the
latest credit status of the issuers with short-term debt
repayment pressure, and paid special attention to the
overall debt burden, the quality of assets that guarantee
the debt repayment, cash flow, monetary funds and
other factors of the companies, so as to assess the
feasibility of their plans and arrangements for debt
repayment. With regard to the issuers in the major
sectors such as real estate, construction and
manufacturing, the SSE, according to the rules of the
changes in the industry cycles, followed the issuer's
rankings and competition situations in the industry; as
for the issuers with large proportions of trade in the
income or profit sources, the SSE paid further attention
to the specific impact of the business model, regional
distribution and changes in the external economic
environment on the issuer's operating performance.

Secondly, the SSE paid special attention to the
disclosure of the supplements to the annual reports. In
the situation where the annual report was supplemented
or corrected, the SSE cross-checked the relevant
adjustments in comparison with the original documents,
temporary announcements, financial reports and other
previously disclosed documents. The SSE earnestly
examined the key information that would affect the
issuer's solvency, involved significant adjustments in
financial data, or might trigger the insurance terms, paid
necessary attention to the issuers who were suspected
of violations in the compliance of information disclosure
or fulfilling responsibilities for risk management, and
took regulatory measures according to the
circumstances.

Thirdly, the SSE tightened the responsibilities that the
intermediaries should take in the disclosure of the
annual reports. In the cases of major errors or omissions
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or accounting problems found in the review, the SSE
issued the regulatory inquiries to the issuers while
requiring the trustees and the accounting firms to
conduct self-examination of and explain their
performance of duties, so as to urge the intermediaries
to effectively fulfill their responsibilities and continuously
improve the internal restraint mechanism of the market.

The follow-up arrangements of the SSE for the daily
regulation of corporate bonds

Focusing on risk management and investor protection,
the SSE will continue to make effective efforts in the
daily regulation of information disclosure for corporate
bonds and give full play to the role of information
disclosure in revealing risks. In the near future, the SSE
will take necessary self-regulatory measures for the
violations in information disclosure and initiate the
preparation and supervision for the disclosure of the
2019 semi-annual reports. At the same time, by
summarizing and analyzing the data of the annual
reports and considering the relevant circumstances
reflected in the risk management report, the SSE will pay
close attention to the relevant credit status of the issuers
in certain regions and specific industries, and urge the
market participants to complete the necessary work in
risk investigation and monitoring and effectively manage,
warn of, defuse and dispose of credit risks for bonds.

Going forward, the SSE will further optimize the modes
of regulatory cooperation, enhance measures for risk
prevention and control, advance the coordination of
relevant institutions, and promote settlement and
disposal of the relevant credit risks in an orderly manner.
At the same time, the SSE will intensify regulation over
violations found in the self-regulation, especially the
matters of bond risk management that are related to the
interests of investors, and resolutely investigate and
deal with all violations.
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Shanghai Stock Exchange Implements Opinions on
Judicial Guarantee for Launching the Sci-Tech
Innovation Board and Piloting the Registration-
Based IPO System

On July 10, 2019, Shanghai Stock Exchange (SSE) and
the Shanghai Financial Court jointly held a symposium
on implementing the opinions on the judicial guarantees
for launching the Sci-Tech Innovation Board (Star
Market) and piloting the registration-based IPO system.

The "Several Opinions of the Supreme People's Court
on Providing Judicial Guarantee for Launching the SSE
Star Market and Piloting the Registration-based IPO
System Reform" and the "Several Opinions of the
Shanghai High People's Court on Serving and
Guaranteeing the Launch of the SSE Star Market and
the Pilot Program of the Registration-based IPO System”
are comprehensive and all-round judicial guarantee
documents introduced by the Supreme People's Court
and Shanghai High People's Court specially for
launching the SSE Star Market and piloting the
registration-based IPO system.

The SSE said that the relevant opinions on judicial
guarantee provide strong support and guarantee for the
SSE to carry out the review for stock issuance and listing
and the self-regulation on the SSE Star Market. The
SSE will implement the requirements of the opinions on
judicial guarantee, prudently carry out the issuance and
listing review for the stocks on the SSE Star Market, and
pay full attention to the quality of the issuers’ information
disclosure and the quality of the intermediaries’ practice,
while strengthening the self-regulation in all processes
such as issuance, underwriting, listing and trading, so as
to maintain the market order of openness, fairness and
justice and protect legitimate rights and interests of
investors.
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Shanghai Stock Exchange Releases
“Memorandums on Information Disclosure of
Companies Listed on Sci-Tech Innovation Board”
and Supporting Guidelines for Announcement
Formats

On July 12, 2019, Shanghai Stock Exchange (SSE)
promulgated the “Memorandums on Information
Disclosure of Companies Listed on SSE Sci-Tech
Innovation Board (Star Market)” (Memorandums) and
guidelines  for  announcement  formats. The
Memorandums is the main lower-level rule for
implementing and refining the requirements for
information disclosure in the “SSE Rules for Listing
Stocks on SSE Star Market”.

In the process of formulation, the SSE summarized the
useful experience in the regulation on information
disclosure on the main board, followed the guidelines for
focusing on key points and optimizing details, and
strived to develop the Memorandums into a specific
guide for the Star Companies to fulfill their information
disclosure obligation. First of all, the requirement for
differentiated information disclosure in key systems was
implemented. In the aspects such as delisting, equity
incentives, continuous supervision, operation
information disclosure and risk alert, the differentiated
arrangements for the companies listed on the SSE Star
Market (Star Companies) were made on the basis of the
actual situations, with the relevant requirements for
information disclosure to be adjusted and improved
accordingly. Second, the details of the rule system for
information disclosure were optimized. On the basis of
the problem-oriented system of rules for information
disclosure accumulated for a long time on the main
board, the rules for the SSE Star Market were
adequately integrated according to the types of the
information disclosure businesses, so as to achieve
conciseness and clearness and facilitate the application.
Third, the requirements for information disclosure were
simplified relevantly. For the matters or businesses not
involved in the SSE Star Market, the relevant guidelines
are no longer applicable; for some matters characterized
by the mature and stabilized practices formed in long-
term market operation, such as the announcement on
the resolutions of the board of directors, no uniform
disclosure format is required, and the companies may
refer to the template provided by the business
management system for the companies on the SSE Star
Market in disclosure. The Memorandums includes a total
of 8 parts, mainly involving the following matters:

The “Memorandum 1 - Guide for Handling Information
Disclosure” and the “Memorandum 2 - Guide for
Businesses of Information Reporting and Filling in
Documents” provide for the requirements for handling
the information disclosure businesses and reporting the
information on the SSE Star Market. The “Memorandum
1" mainly specifies the procedures for handling the
information disclosure on the electronic system,
including the reporting requirements and operational
procedures for ordinary information disclosure
documents, application for trading suspension and
resumption as well as disclosure of other information
and handling the information disclosure business under
special circumstances; the “Memorandum 2" mainly
stipulates the procedures for online filing for the
information of non-public disclosure, such as the related
parties and the relationships with the related parties,
holders of insider information, commitment matters and
surveys.

The “Memorandum 3 - Guide for Daily Information
Disclosure” and the attached guidelines for
announcement formats cover the matters for daily
information disclosure of the listed companies such as
major transactions, connected transactions, external
investments, abnormal fluctuations in stock trading,
shares pledge, shareholding lessening, business
performance prediction, and flash reports on business
performance, which are characterized by high frequency
of use and close attention in the market. Specifically,
based on the characteristics of the Star Companies, the
format guidelines for the “Announcement on Alert for
Industry and Operation Risks of Companies Listed on
SSE Star Market” are formulated to guide the Star
Companies in disclosing the industry information and
major business risks that may arise in daily operations
and implementing the requirements for disclosing the
outstanding industry information and operation risks on
the SSE Star Market; in response to the phenomenon of
colluding in speculating on stock prices by using hot
issues in the market, the format guideline for the
“Announcement of Companies Listed on SSE Star
Market on Conducting New Businesses” are formulated
to guide the Star Companies in making special
information disclosure when they enter a new industry or
there are changes in their main businesses; to cope with
the risk of shares pledge, the format guideline for the
“Announcement of Companies Listed on SSE Star
Market on Equity Pledge (Freezing, Lifting of Pledge and
Unfreezing)” are formulated to intensify the disclosure of
the risks of the controlling shareholders involved in the
high-proportion pledge and forced liquidation or transfer,
with the requirement added for the intermediaries to
conduct continuous supervision.

The “Memorandum 4 - Guide for Disclosure of
Information on Equity Incentives” is matched with the
more flexible and convenient equity incentive system of
the SSE Star Market. In view of the innovative
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mechanisms for the restricted shares’ granting price,
registration time and implementation procedures in the
equity incentive system of the SSE Star Market, the
guidelines for two announcement formats are
formulated to specify the decision-making procedures,
information disclosure requirements and business
handling procedures for related matters.

The “Memorandum 5 - Guide for Disclosure of
Information on Delisting” is linked with arrangements for
delisting on the SSE Star Market. According to the
institutional arrangements for delisting on the SSE Star
Market, the guidelines for 4 announcement formats are
formulated for the implementation of delisting risk
warning, cancellation of delisting risk warning, risk alert
of listing termination and termination of listing, so as to
provide for the information disclosure obligations that the
Star Companies should fulfill in different types of
circumstances of forced delisting.

The “Memorandum 6 - Operation Matters” specifies the
business operation matters involved in the information
disclosure on the SSE Star Market and guides the
companies in handling business operations and
releasing announcements as required. Specifically, in
order to facilitate the exercise of the over-allotment
option by the Star Companies in the listing stage, the
format guideline for the “Implementation of Over-
allotment Option for Companies Listed on SSE Star
Market” is specially formulated.

The “Memorandum 7 — Annual Report-related Matters”,
on the basis of the integration of the three periodic report
memorandums on the main board of the SSE, provides
the rules for the preparation of the internal control report
related to the annual report, the requirements for
disclosing the capital occupation and transfer of the
related parties, and the duty performance requirements
for the independent directors during the annual report
period.

The “Memorandum 8 — Requirements for Disclosure of
Information on Margin Trading and Securities Lending,
and Refinancing” specifies the principles for the
consolidated calculation of the securities held by special
securities trading accounts, the disclosure requirements
for changes in equity or acquisitions, and the
arrangements  for rule applicability in special
circumstances of securities trading.

Going forward, the SSE will revise and improve relevant
memorandums and guidelines for announcement
formats in a timely manner according to the market
operation and demands for information disclosure after
the official listing and trading of the companies on the
SSE Star Market. In the daily regulation, the SSE will
continue to implement the regulatory concept focusing
on information disclosure, perform the duties in the

frontline regulation, and support the Star Companies in
improving their quality.
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Source &j&:
sse.com.cn/aboutsse/news/newsrelease/c/4865493.shtml

Shenzhen Securities Information Co., Ltd Joins the
Index Industry Association

On July 10, 2019, Shenzhen Stock Exchange (SZSE)
announced its wholly-owned subsidiary, Shenzhen
Securities Information Co., Ltd (SSIC), joins the Index
Industry Association (IlA). This shows that the
professionalism, standardization and
internationalization of SZSE's index business are highly
recognized by authoritative international industry
organizations. SZSE will integrate into the international

index industry at a higher level and in more expanded
dimensions, promote the formulation of industry
standards, participate in discussions about the direction
of industry development, popularize the concept of long-
term rational investment, and drive the sound
development of the domestic index industry.

SSIC is the fifteenth member of II1A and the third Chinese
member after Hang Seng Indexes and China Central
Depository & Clearing Co., Ltd.
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Source EjE&:
szse.cn/English/about/news/szse/t20190711 568618.html

Export-Import Bank of China's Financial Bonds
Debut on Shenzhen Stock Exchange

On July 12, 2019, the Export-Import Bank of China
(China Exim Bank) successfully issued CNY 5 billion of
financial bonds through the bidding and issuance
system of Shenzhen Stock Exchange (SZSE). The
debut of China Exim Bank financial bonds on the
exchange market further has diversified market interest
rate bond varieties of SZSE and is of great significance
to enhancing the exchange bond market's ability to
serve the Belt and Road Initiative and real economy. So
far, SZSE's bond market has covered all development
and policy banks.

Under the leadership of China Securities Regulatory
Commission, SZSE will give full play to its market
advantages and resource allocation function, strongly
support the financial bond innovation of policy banks to
serve national strategies, and continuously enhance the
services for bond issuance to promote the high-quality
development of its bond market.
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Australian Securities and Investments Commission
Consults on Proposal to Intervene to Stop
Consumer Harm in Short Term Credit

On July 9, 2019, the Australian Securities and
Investments Commission (ASIC) has released a
consultation paper on the first proposed use of its new
product intervention power. ASIC is looking to address
significant consumer detriment in the short term credit
industry.

The product intervention power allows ASIC to intervene
where financial and credit products have resulted in or
are likely to result in, significant consumer detriment.

ASIC seeks the public’s input on the proposed
intervention order by July 30, 2019. ASIC anticipates
making a decision on whether to make a product
intervention order in relation to short term credit during
the course of August 2019.

BEMIESERETERZASRTREHERHLERE
REMEBHFEWATEE

2019 F 7 R 9 B, WIMESERAKEZRS (RIMEE
) KA XREERERH R TIRABNEE XM
/K/ME”’“AET—EHK%EJ%L HERTV X ERFENE

RIRERY )

FRTRRAOATFEMEESEERTER"RELS
B TR SBENEREREFNER THT T

;‘ﬁ;‘ﬂ JFMS<7E 2019 £ 7 B 30 HZ B FRARN BN F
RS HENL. BMIESSTITE 2019 £ 8 BHEm 2
75@%}31:.,\% T MaSERAE.

Source 3&;&: asic.gov.au/about-asic/news-centre/find-a-
media-release/2019-releases/19-177mr-asic-consults-on-
proposal-to-intervene-to-stop-consumer-harm-in-short-term-
credit

Australian Securities and Investments Commission
Finds Unacceptable Sales Practices, Poor Product
Design and Significant Remediation Costs in
Consumer Credit Insurance Sold by Major Banks
and Lenders

On July 11, 2019, the Australian Securities and
Investments Commission (ASIC)’s review of the sale of
consumer credit insurance (CCI) by 11 major banks and
other lenders has found that the design and sale of CCI
has consistently failed consumers.

ASIC's review found that:
e CClis extremely poor value for money — for CCI
sold with credit cards, consumers received only
AUD 11 cents in claims for every Australian
dollar paid in premiums.

e CCl sales practices caused consumers harm:

o consumers were sold CCI despite the
fact they were ineligible to claim under
their policy

o telephone sales staff used high-
pressure selling and other unfair sales
practices when selling CCl, and

0 consumers were given non-compliant
personal advice to buy unsuitable
policies.

e Consumers were incorrectly charged for CCl,
including being charged ongoing CCI premiums
even though they no longer had a loan.

e Many lenders did not have consumer-focused
processes to help consumers in hardship make
a claim under their CCI policy.

ASIC is undertaking investigations into the suspected
misconduct of several entities involved in the CCI
product market, with a view to enforcement action.

ASIC expects lenders and insurers to design and offer
products with significantly higher claims ratios and will
continue to collect and publish data to measure
improvements.
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Source K& : asic.gov.au/about-asic/news-centre/find-a-
media-release/2019-releases/19-180mr-asic-finds-
unacceptable-sales-practices-poor-product-design-and-
significant-remediation-costs-in-cci-sold-by-major-banks-and-
lenders

Caldwell Investment Management Ltd. Pays CAD1.8
Million to Settle Ontario Securities Commission of
Canada's Charges for Violating Trade Execution
Rules

On July 19, 2019, the Ontario Securities Commission
(OSC) of Canada approved a settlement agreement with
Caldwell Investment Management Ltd. (CIM) in
connection with failures to comply with its best execution
obligation.

CIM admits that from January 1, 2013 to November 15,
2016, it failed to provide best execution of equity and
bond trades for its clients.

As part of its settlement with the OSC, CIM has agreed
to pay an administrative penalty of CAD1,800,000, plus
a further CAD250,000 towards the cost of the OSC's
investigation.
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Source Ej&:

osc.gov.on.ca/en/NewsEvents nr 20190719 caldwell-
investment-management-to-pay-for-violating-trade-execution-
rules.htm

Financial Services and Markets Authority of Belgium
Authorizes European Money Markets Institute as
Administrator of the EURIBOR Benchmark

On July 2, 2019, the Financial Services and Markets
Authority (FSMA) of Belgium has authorized European
Money Markets Institute (EMMI) as the administrator of
EURIBOR under the Benchmark Regulation (BMR).
This means that European Union supervised entities will
be able to use EURIBOR also after the end of the
applicable BMR transitional period.

EMMI already informed the FSMA of its intention to
apply for authorization as administrator of the EONIA
benchmark in September 2019.
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Source EjE:
fsma.be/en/news/fsma-authorises-emmi-administrator-
euribor-benchmark

Abu Dhabi Global Market Partners with Ajman
Department of Land and Real Estate Regulation to
Enhance Economic Integration between Abu Dhabi
and Ajman
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On July 3, 2019, the Registration Authority of Abu Dhabi
Global Market (ADGM), has signed a cooperation
agreement with the Department of Land and Real Estate
Regulation in Ajman (ARRA) to foster new business
opportunities and strengthen closer economic
integration between Abu Dhabi and Ajman.

Through the agreement, companies registered in ADGM
will be able to own property in freehold areas within
ARRA’s legal framework and jurisdiction. Ownership of
Ajman lands and properties by ADGM registered
companies and entities will be in line with the Ajman
laws and regulations.

The signing of the agreement looks to build trust with
investors as ADGM works towards its goal of promoting
Abu Dhabi as a destination of choice for both start-ups
and large corporations.
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Source 3&;E: adgm.com/media-center/announcement-listing-

page/media-releases/adgm-partners-with-ajman-department-
of-land-and-real-estate-regulation

Thailand Securities and Exchange Commission
Seeks Public Comments on Proposed Amendments
to Term Fund Rules

On July 15, 2019, the Securities and Exchange
Commission, Thailand is seeking public comments on
the proposed amendments to the rules governing
supervision of term funds to mitigate concentration risks
through diversified asset allocation, and ensure
sufficient and appropriate information for decision
making to prevent the misunderstanding that term funds
are deposits in commercial banks.

The proposed amendments would also require the
presentation of a risk spectrum that reflects levels of risk
in proportion to investment concentration in any country
or any sector.

The public consultation ends on August 8, 2019.
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Source Ej&:
sec.or.th/EN/Pages/News Detail.aspx?SECID=7563&NewsN
0=85&NewsYear=2019&Lang=EN

Hong Kong Securities and Futures Commission
Takeovers and Mergers Panel Rules against Waiver
of General Offer Obligation in Proposed Maanshan
Iron & Steel Company Limited Acquisition

On July 22, 2019, the Hong Kong Securities and Futures
Commission (SFC) Takeovers and Mergers Panel
(Panel) has ruled that a waiver of the general offer
obligation under the Takeovers Code will not be granted
to China Baowu Steel Group Corporation Limited (China
Baowu) if it proceeds with the proposed acquisition of a
controlling shareholding interest in Maanshan Iron &
Steel Company Limited (Maanshan Iron) from the State-
owned Assets Supervision and Administration
Commission of the People’s Government of Anhui
Province (Anhui SASAC) at nil consideration.

The Panel considered, among other things, that nothing
has been provided by the parties to demonstrate that
China Baowu and Anhui SASAC had been acting in
concert at any relevant time prior to the proposed
acquisition. Even if they had been acting in concert,
China Baowu would become the new leader of a concert
group and there would be a fundamental change in the
balance of the shareholding in Maanshan Iron.

The Panel has also ruled that the applicable offer price
would be the volume-weighted average price of
Maanshan Iron’s H shares on the last trading day before
the company’s announcement on June 2, 2019, under
Rule 3.7 of the Takeovers Code.
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Source 3;&: sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=19PR71

Hong Kong Securities and Futures Commission and
Independent Commission Against Corruption
Operation Leads to Charging of Ex-Convoy Global
Holdings Limited Executive Directors and Broker’'s
General Manager

On July 22, 2019, the ICAC charged five other
individuals with conspiracy to defraud following the joint
operation of the Securities and Futures Commission
(SFC) and the Independent Commission Against
Corruption (ICAC) in December 2017.

This came after the ICAC charged Mr Cho Kwai Chee,
a former executive director of Convoy Global Holdings
Limited (Convoy Global), formerly known as Convoy
Financial Holdings Limited, with conspiracy to defraud in
May 2019.

Ms Chan Lai Yee and Mr Byron Tan Ye Kai, both former
executive directors of Convoy Global, were charged by
the ICAC with conspiring with Cho to defraud the Stock
Exchange of Hong Kong Limited (SEHK), Convoy
Global and its board of directors and shareholders
between April 1, 2016 and December 7, 2017 by causing
Convoy Global's subsidiary to acquire an investment
company owned by Cho at a consideration of over
HK$89 million.

Chan was also alleged to have conspired with three
individuals — Mr Mak Kwong Yiu, a former executive
director of Convoy Global; Ms Wong Shuk On, a former
manager of Convoy Global; and Mr Lee Yick Ming, a
general manager of Gransing Securities Co., Limited
(Gransing) — to defraud SEHK, Convoy Global and its
board of directors and shareholders between June 1,
2014 and December 7, 2017 by inducing Convoy Global
to pay over HK$49.6 milion as commission for
placement of bonds via Gransing to a brokerage firm of
which Mak was a shareholder and director.

Cho, along with the five individuals, will appear before
the Eastern Magistracy on July 24, 2019 for mention.

The SFC will continue to collaborate with the ICAC on
this matter.
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24


https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=19PR71
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=19PR71
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=19PR72
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=19PR72

J M L

China Banking and Insurance Regulatory
Commission Continues Preferential Treatment to
Hong Kong Reinsurance Industry

On July 22, 2019, the China Banking and Insurance
Regulatory Commission (CBIRC) announced an
agreement to continue the preferential treatment to
Hong Kong under the “China Risk Oriented Solvency
System”, allowing lower capital requirements for
Mainland insurers who cede businesses to qualified
Hong Kong professional reinsurers.

The CBIRC said the continuation of the preferential
treatment has played a positive role in promoting the
prosperous development of and achieving mutual
benefits for the reinsurance markets in both the
Mainland and Hong Kong.

The Insurance Authority of Hong Kong said the
preferential treatment has strengthened the cooperation
of the cross-border insurance business and
demonstrated that Hong Kong has actively participated
and assisted in constructing the infrastructure along the
Belt and Road, positioning Hong Kong as a risk
management center.
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Facebook Inc. Settle with U.S. Securities and
Exchange Commission and Federal Trade
Commission

On July 24, 2019, the U.S. Securities and Exchange
Commission (SEC) announced charges against
Facebook Inc. (Facebook) for making misleading
disclosures regarding the risk of misuse of Facebook
user data. For more than two years, Facebook’s public
disclosures presented the risk of misuse of user data as
merely hypothetical when Facebook knew that a third-

party developer had actually misused Facebook user
data.

The SEC’s complaint alleges that Facebook discovered
the misuse of its users’ information in 2015 but did not
correct its existing disclosure for more than two years.
Without admitting or denying the SEC’s allegations,
Facebook has agreed to the entry of a final judgment
ordering a US$100 million penalty.

On July 24, 2019, the U.S. Federal Trade Commission
(FTC) announced that Facebook will pay US$5 billion
penalty, and submit to new restrictions and a modified
corporate structure that will hold the company
accountable for the decisions it makes about its users’
privacy, to settle FTC's charges that the company
violated a 2012 FTC order by deceiving users about their
ability to control the privacy of their personal information.
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China Implements Measures for Further Opening Up
the Financial Sector

On July 20, 2019, in order to implement the decisions
and arrangements of the CPC Central Committee and
the State Council of China on further advancing
opening-up, and according to the principle of taking
actions “faster rather than slower and sooner rather than
later”, the Office of Financial Stability and Development
Committee announced that the following 11 measures
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for further opening up the financial sector are released
on the basis of thorough research and assessment:

1. Foreign-funded institutions will be permitted to
conduct credit rating business on all types of bonds in
China’s inter-bank and exchange bond markets.

2. Overseas financial institutions will be encouraged to
participate in the establishment of and equity investment
in asset and wealth management subsidiaries of
commercial banks.

3. Overseas asset management institutions will be
permitted to co-establish foreign- controlled asset
management companies together with subsidiaries of
Chinese banks or insurers.

4. Overseas financial institutions will be permitted to
invest in the establishment of or make equity investment
in pension management companies.

5. Foreign capital will be supported in wholly-owned
currency brokerage establishment and equity
participation.

6. The transitional period for raising the foreign
ownership cap on life insurers from 51 percent to 100
percent will be brought forward to 2020 from 2021.

7. The requirement that the total share of an insurance
asset management company held by domestic insurers
shall be no less than 75 percent will be removed, and
the shareholding of foreign investors will be permitted to
exceed 25 percent.

8. Entry conditions of foreign insurers will be eased by
removing the requirement of over-30-year operation.

9. The removal of foreign ownership limits on securities,
fund management and futures companies will be
advanced by one year to 2020.

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

11. China will further facilitate the investments in the
inter-bank bond market by foreign institutions.
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The First Batch of 25 Companies Debuts on
Shanghai Stock Exchange STAR Market

On July 22, 2019, the listing ceremony of the first batch
of companies on the Shanghai Stock Exchange (SSE)
STAR Market is held in Shanghai.

The listing of the first batch of companies on the SSE
STAR Market marks the official opening of the SSE
STAR Market and the launch of the pilot registration-
based IPO system, a major reform task. Going forward,
the SSE will continuously propel the reform on setting up
the SSE STAR Market and piloting the registration-
based IPO system, and make greater contribution to
comprehensively advancing the reform of the capital
market, better serving the innovation-driven
development strategy and the high-quality economic
growth, and supporting the construction of building
Shanghai into an international financial center and a sci-
tech innovation center.

BetREH 25 RASDELBIESZHA LT

26


http://www.pbc.gov.cn/en/3688110/3688172/3863256/index.html

J M L

2019 7 A 22 H, LBIESR S (L0 BelkEit
N EHURE LEED.

BEMREMASEM ETR S, REERIMERFILR
EMHX—ERBEEFEREM. T—F, LB
SRR I BRI ROEM B E T A2 EIR
UKEATHHE. EFRFSEFBHEREBNEFS
RERRE. X#HF LEEFRER P OB EF ORI,
(5N SE NSNS

Source j&:
sse.com.cn/aboutsse/news/newsrelease/c/4867619.shtml

Shanghai Stock Exchange Replies to Inquiries on
Trading Mechanism of STAR Market in the Initial
Stage of Opening

On July 19, 2019, the Shanghai Stock Exchange (SSE)
answered the questions on trading mechanism of SSE
STAR Market in the Initial Stage of Opening.

Compared with the main board, what are the
changes in the trading mechanism of the SSE STAR
Market and what risks should investors pay special
attention to?

Based on learning from the experience of overseas
developed markets, the SSE has introduced a series of
innovative mechanism for trading on the SSE STAR
Market in comparison with that for the main board, which
require the investors to pay attention to the changes in
the following four aspects.

First of all, the price limitis liberalized / relaxed. No price
limit is set for the stocks on the SSE STAR Market in the
first 5 trading days after the listing, which is different from
the main board, and after the period, the daily price limit
is relaxed from the 10% for the main board to 20%. The
main purpose of relaxing the price limit is to achieve
adequate game in the market, form equilibrium prices as
soon as possible, and improve pricing efficiency. It
should be noted that in the initial stage of the trading of
the newly listed stocks, the intraday trading volatility may
be significantly higher than that on the main board. It is
suggested that individual investors should participate
cautiously and avoid following suit blindly.

Secondly, the order price limit is introduced. The “order
price limit” introduced on the SSE STAR Market means
that during the consecutive auction, the buy order price
of the limit orders shall not exceed 102% of the
benchmark bid price; the sell order price shall be no
lower than 98% of the benchmark ask price. For
example, if the current best buy order price of a stock is
RMB10, the sell order price shall be no lower than
RMB9.8; if the current best sell order price is RMB10,

the buy order price shall not exceed RMB10.2. It should
be noted that for the reasons such as the rapid price
changes and the quotation delay, the orders placed by
some investors may be invalid because of exceeding the
above-mentioned order price limit. It is suggested that
the investors wishing to get the orders filled as soon as
possible should use the best market order on their own
side or on the counterparty’s side.

Thirdly, the intraday temporary trading suspension
mechanism is optimized. According to the
characteristics of the companies listed on the SSE
STAR Market, the SSE has optimized the existing
temporary trading suspension mechanism of the A
shares in the following two aspects. First of all, the
thresholds for triggering the temporary trading
suspension are relaxed and are raised by 10% and 20%
to 30% and 60% respectively, so as to avoid the
situation where the trading suspension is frequently
triggered on the first day of the listing. Secondly, the
lengths of both the two trading suspensions are
shortened to 10 minutes. It should be noted that during
the temporary trading suspension, the investors can
continue to place or cancel orders, but the quotation will
not be displayed in real time. When the trading
suspension is over, the SSE will conduct the centralized
matching for the existing orders.

Fourthly, the protective price limit is set for the market
orders. When placing a market order, the investor must
enter a protective price limit at the same time, otherwise
the order will be invalid. The price limit protection set for
market orders is mainly out of the following two
considerations: first of all, in the case of poor market
liquidity, it can prevent significant price fluctuations
caused by market orders, and can also provide a
protection instrument for the investors to control the cost
of placing orders; and then, it helps the securities
companies to conduct the front-end control of funds for
the market orders without any price limit.

In addition, the after-hours fixed-price trading is
introduced on the SSE STAR Market, two types of
market orders are newly added, the securities lending
mechanism is optimized, and the minimum quantity of
an order is increased.

What risks should the investors pay special
attention to when investing in the companies listed
on the SSE STAR Market?

The companies listed on the SSE STAR Market are
usually characterized by significant uncertainty in
performance and remarkable difficulty in valuation.
Therefore, in the initial stage of the listing, the new
stocks tend to see the prices fluctuate sharply in the
secondary market. From the perspective of overseas
markets, there are also large fluctuations in the initial
stage of the trading of the new stocks. In the first half of
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2019, the stocks newly listed on the Nasdaq recorded a
maximum daily increase of 316.5% and a maximum
daily drop of 52.0% in the first 20 days of listing. On the
main board in Hong Kong, the largest daily increase was
218.6%, and the largest daily decline was 48.0% in the
first 20 days of listing. In terms of the individual stocks,
for example, the NIO was listed on the Nasdaq in
September last year with the issue price at US$6.26.
The stock price once rose to US$13.80 in the first three
trading days, an increase of 120.44%, and then began
to plunge, falling below the issue price within 10 trading
days. Another example is the Luckin Coffee, which was
listed on the Nasdaq in May this year, dropping all the
way below the issue price on the fifth trading day after
experiencing a 52% surge on the first trading day.

As the companies listed on the SSE STAR Market are
different from the traditional enterprises in technological
content and corporate development model, the investors
should also break away from the previously adopted
“theory of only measurement by price-earnings ratio”
when judging the investment value of a company on the
SSE STAR Market. Instead, the investors should
conduct rational investment and advanced investment
by finding the most suitable indicators for value
judgment based on the different models of the
companies, making multi-dimensional examinations and
conducting multi-angle demonstrations. At the same
time, SSE also calls on market institutions to abandon
the trading mode of “cutting leeks” which will hurt the
retail investors’ profits. They should make rational
investments and shrewd decisions with judgments
based on a company’s fundamentals.
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Shanghai Stock Exchange STAR Market 50
Component Index Will Be Released

On July 19, 2019, the Shanghai Stock Exchange (SSE)
and China Securities Index Co., Ltd. announced that
they will officially release the SSE STAR Market 50
Component Index on the 11th trading day when the
number of stocks and depositary receipts listed on the
SSE STAR Market reaches 30. The launch of the index
will reflect the overall price performance of the listed
companies on the SSE STAR Market in a timely manner,
further demonstrate the structure as well as the
development and changes of the market and enrich the
SSE index system.

In order to represent the multi-level market system and
highlight the investment function, and reflect the overall
performance of companies listed on the SSE STAR
Market, the compilation the SSE STAR Market 50
Component Index will fully draw on the experience from
domestic and overseas market indexes and the
development of indexed investment products. First of all,
the number of samples in the component index is
determined, as all the stocks and depositary receipts
listed on the SSE STAR Market will be included when
the number of them is less than 50, and the number of
samples will be fixed at 50 after the total number of
stocks and depositary receipts exceeds 50, which is
conducive to effectively reflecting the stock price
performance of the core listed companies as well as
facilitating tracking the index by index-based products.
Secondly, the index is weighted by free-float market
capitalization with an upper limit of weight set for
individual stocks, so as to avoid excessively large
weights of individual stocks and enhance the investment
function of the index, which is also in line with the
mainstream mode of compiling a component index.

The listed companies on the SSE STAR Market are
mainly from high-tech and strategic emerging industries,
and most of them are from the next-generation
information  technology,  biomedicine,  high-end
equipment and other industries. Highly characterized by
scientific and technological innovation, the companies
have higher proportions of R&D investment and
personnel than those in other sectors on the domestic
market. Operating in line with the direction of national
strategies and economic restructuring, those listed
companies are mostly in a stage of rapid growth. With a
sound investment function, the index is conducive to
forming a good demonstration effect from the most
influential leading companies.

The stocks and depositary receipts on the SSE STAR
Market will be included in the SSE Composite Index in

accordance with the existing index rules starting on
January 22, 2020. The rules for inclusion in the sample
space of the SSE Component Index will be announced
after the review by the Index Expert Committee.
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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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