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Stock Exchange of Thailand Welcomes the First
Hang Seng Index Derivative Warrants in Thailand

On August 13, 2019, the Stock Exchange of Thailand
(SET) announced the listing of the first Hang Seng Index
(HSI) derivative warrants (DW) issued by Macquarie
Securities (Thailand) Limited on August 14, 2019.

SET said that the listing of foreign index DW marks a
milestone of SET's product development that links to
overseas and broadens investors' trading opportunity in
foreign stock market.

The Stock Exchange of Hong Kong is a gateway to
investment in China and it provides a platform for trading
of the shares of many global companies. Hong Kong’s
stock market carries great potential to further develop in
depth and breadth.
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Hong Kong Securities and Futures Commission and
Independent Commission Against Corruption Sign
Memorandum of Understanding to Strengthen
Cooperation in Combating Financial Crime

Financial Services
Regulatory Update
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On August 19, 2019, the Hong Kong Securities and
Futures Commission (SFC) and the Independent
Commission Against Corruption (ICAC) entered into a
Memorandum of Understanding (MoU) to formalize and
strengthen cooperation in combating financial crime.

The enhanced collaboration between the SFC and the
ICAC under the MoU, which covers referral of cases,
joint investigations, exchange and use of information,
mutual provision of investigative assistance, and
capacity building, will augment the overall effectiveness
of both organizations in combating wrongdoings and
illegal activities affecting the integrity and reputation of
Hong Kong’s securities and futures markets.
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Hong Kong Securities and Futures Commission
Issues Circular to Licensed Corporations on
Managing the Liquidity Risk of Funds

On August 23, 2019, the Hong Kong Securities and
Futures Commission (SFC) issued a circular to highlight
deficiencies or inadequacies noted by it in fund
managers’ liquidity risk management practices.

The SFC's survey and inspections noted inadequacies
or deficiencies on the part of some Authorized Fund
Managers in maintaining proper liquidity risk
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management systems and controls in the following
areas:

(a) overall liquidity risk management framework;

(b) assessments of liquidity profiles of fund assets and
liabilities;

(c) stress testing;

(d) governance structure for risk management;

(e) risk management reports; and

(f) documentation.

Where appropriate, the SFC will provide further
guidance to fund managers to assist them in enhancing
their systems and controls and will not hesitate to take
action against fund managers which fail to comply with

the regulatory requirements or meet expected standards.
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Hong Kong Securities and Futures Commission
Bans Samuel Lee Kwok Tung for Eight Months

On August 19, 2019, the Hong Kong Securities and
Futures Commission (SFC) has banned Mr Samuel Lee
Kwok Tung (Lee), a former account executive of DBS
Vickers (Hong Kong) Limited (DBSVHK), from re-
entering the industry for eight months from August 17,
2019 to April 16, 2020.

The disciplinary action follows an SFC investigation
which found that Lee falsely stated that he was the client
when confirming orders or acknowledging executed

orders after placing such orders for a client via the
telephone in 84 transactions between April 2015 and
November 2015. As a result, the telephone records of
DBSVHK gave the appearance that the trade
instructions came directly from the client and that the
trades had been confirmed with the client personally.
The SFC considers that Lee’s dishonest act by falsely
claiming to be the client called into question his fitness
and properness to be a regulated person.

In deciding the penalty, the SFC took into account all
relevant circumstances, including Lee’s otherwise clean
disciplinary record.
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High Court Extends Interim Injunctions Freezing
Assets of Suspected Manipulators of GEM Stock in
A Prosecution Brought by Hong Kong Securities
and Futures Commission

On August 27, 2019, the Hong Kong Securities and
Futures Commission (SFC) informed that regarding
proceedings (the proceedings) commenced under
section 213 of the Securities and Futures Ordinance
(SFO) against a group of local and overseas investors
suspected of manipulating the shares of GEM-listed
Ching Lee Holdings Limited (Ching Lee) through a large
scale and highly organized manipulative scheme, High
Court ordered on August 26, 2019 that the interim
injunctions granted to the SFC on July 15, 2019 be
continued, freezing assets of up to HK$124.9 million
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held by 15 local and overseas entities. This represents
the combined profit made by them and their nominees in
their alleged manipulation activities involving Ching Lee
shares. The injunctions against several overseas
entities cover their assets worldwide.

The SFC’s application for interim injunctions was made
as part of the proceedings against 20 individuals and
corporate entities (the defendants) alleging that they had
devised, executed, or were otherwise involved in a
scheme to manipulate Ching Lee shares, contrary to the
SFO.

The SFC alleged that the manipulative scheme was
planned and commenced before Ching Lee’s listing on
March 29, 2016, and lasted for more than five months,
resulting in the artificial inflation of the share price and
turnover of Ching Lee shares between March 29, 2016
and September 6, 2016 and the collapse of the Ching
Lee’s share price by 90% on September 7, 2016.

The SFC is also seeking orders against the defendants
to disgorge their profits and/or restore the affected
counterparties to their pre-transaction positions if the
Court finds the defendants in contravention of the
relevant provisions of the SFO.

The Court of First Instance further ordered that the
interim injunctions against 15 of the defendants be
continued until a substantive or directions hearing for the
injunctions or further order.

BEERRERBIISRARESKREZRSRHENRE
FEAC I e 55 151 IR 45 81 M AR RR Y B9 S5 R IR A B B9 7

2019 £ 8 B 27 H, BRI ERARESLEZRS (F
Bo) BERRRE (EERIAREE) £ 213 £RAX
— A RIBIMIRBIERERER (ZAERER) REEft
1B — TR R A R ZF AR R RIITR, BHT
VAR _EH A EFIRBE A BRA F (IEF) MBS, 5555 TE
2019 fE 8 A 26 H#p4, T 2019 4 7 B 15 HEIEASM
MG SRFI SR BELER, DUREHR 15 NAM R E
SSEIFHNARS T 1.249 {ZBTHEE, £5HE S T A1)
RERBAEWE SR EFBRMDOBRWNENFERENE
T, X NEIILEAERT S REMINESIRDN
",

IEESBRIENIRESRH S 23 20 BALRRASERE (]
&) RIFEEEFN—87 . ILESERNEME. T
HIUEM TS 5—THRIEN BT, ER7T CGE
FRHATEB) .

WSS IZTHRITRIELER T 2016 £3 B 29 HE
zauE%&ﬁiﬁJZzEﬁ HEFEBIRNA, SEMNBBRN

M ZENTE 2016 £ 3 B 29 HE 2016 £ 9 A 6 HEAEIY
AAFRFA, URSEEFRNE 2016 FE9 B 7 H
A 90%,

IERRIFEFRER BB EER <, O RAEERR
EREER QESEAEEG) THIEXHNBERT, &
RBMMHF AR/ LEZEWANFITREEZFRE
BTEYIRAL o

BINEEHR—FMS, &5t 15 2SN ERESSBEES
WA HERE XIF \JﬁﬁyLBrﬁE’\ﬁL_HaTE’\lﬂ‘k%
<A1k,

Source EjE:
sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=19PR81

Hong Kong Monetary Authority Issues Circular on
One-year Extension of the Final Implementation
Phase of the Margin Requirements for Non-centrally
Cleared Derivatives

On August 16, 2019, the Hong Kong Monetary Authority
(HKMA) issues a circular to inform that the Basel
Committee on Banking Supervision and the
International Organization of Securities Commissions
recently issued a joint statement on extending the final
implementation of the initial margin requirements for
non-centrally cleared derivatives by one year.

To facilitate the extension, HKMA announce that the
current final phase of initial margin requirements
originally scheduled on September 1, 2020 will be
postponed to September 1, 2021.
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Hong Kong Monetary Authority Updates
Requirements for Opening of Accounts Following
Amendments to Paragraph 5.1 of the Code of
Conduct

On August 23, 2019, the Hong Kong Monetary Authority
(HKMA) issued a circular to update requirements for
opening of accounts following amendments to
Paragraph 5.1 of the Code of Conduct.

As set out in the paragraph 5.1 of the Code of Conduct,
intermediaries should take all reasonable steps to
establish the true and full identity of each of their clients.
Where an account opening procedure other than a face-
to-face approach is used, it should be one that
satisfactorily ensures the identity of the client. The
acceptable approaches for opening accounts are
published on the Hong Kong Securities and Futures
Commission’s designated webpage
(https://www.sfc.hk/web/EN/rules-and-
standards/account-opening).
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Hong Kong Monetary Authority Provides Liquidity
Facilities Framework for Banks

On August 26, 2019, the Hong Kong Monetary Authority
(HKMA) announced that it has completed a review of its
framework for the provision of Hong Kong dollar liquidity
to banks.

A new Resolution Facility is introduced and a number of
refinements have been made to various established
arrangements within an updated Liquidity Facilities
Framework.

A key objective of the review, which was started in 2018
following the commencement of the Financial
Institutions (Resolution) Ordinance, is to ensure that the

HKMA's Liquidity Facilities Framework can support
Hong Kong's resolution regime.

The_Liquidity Facilities Framework can be found on the
HKMA website.
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Hong Kong Exchanges and Clearing Limited
Consults Market on Proposed Microstructure
Enhancements in the Securities Market

On August 16, 2019, Hong Kong Exchanges and
Clearing Limited (HKEX) published a consultation paper
on proposed enhancements to the Pre-opening Session
(POS) and Volatility Control Mechanism (VCM) in the
securities market.

Overview of POS Enhancements

The proposal to enhance the POS auction mechanism
involves adopting relevant features in the Closing
Auction Session, which was introduced in 2016. The
proposed enhancements include:

Adjusting securities coverage to include all equities and

funds;

e Introducing randomized auction matching;

¢ Allowing at-auction limit orders throughout POS;

e Allowing short selling orders with a price not lower
than the previous closing price; and

e Setting a two-stage price limit - apply a fixed £15 per
cent price limit with reference to the previous closing
price during order input period, followed by a second
stage price during no cancellation and random
matching periods in which order prices will be limited
to within the lowest ask and highest bid prices
recorded at the end of order input period.
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Overview of VCM Enhancements

Since the introduction of the stock-level VCM
mechanism in the securities market in 2016, further
guidance was issued by International Organization of
Securities Commissions (I0OSCO) in August 2018 asking
regulated markets to review and adjust their volatility
controls from time to time, to ensure that they stay
relevant with respect to the latest market developments.
Accordingly, working in conjunction with the Securities
and Futures Commission, HKEX seeks to consult the
market on the following VCM enhancements in the
securities market:

e Expanding VCM stock coverage from constituent
stocks of the Hang Seng Index and Hang Seng
China Enterprises Index (80+ stocks) to constituent
stocks of Hang Seng Composite LargeCap, MidCap
and SmallCap Indexes (total of nearly 500 stocks);

e Applying a tiered structure of triggering thresholds at
+10 per cent, +15 per cent, and +20 per cent to the
last traded price five minutes ago respectively for the
constituent stocks of the three Hang Seng
Composite Indexes; and

e Allowing multiple triggers per trading session for
each VCM stock.

Interested parties are encouraged to respond to the
consultation paper by September 27, 2019.
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The Stock Exchange of Hong Kong Limited Issues
Announcement in Relation to the Matter of Shenji
Group Kunming Machine Tool Company Limited
Cancellation of Listing

On August 21, 2019, the Stock Exchange of Hong Kong
Limited (the Exchange) announced that with effect from
9:00 am on August 26, 2019, the listing of the shares of
Shenji Group Kunming Machine Tool Company Limited
(Company) (Stock Code: 300) will be canceled under
Rule 6.01A of the Listing Rules (Rule 6.01A).

Trading in the Company’s securities has been
suspended since March 23, 2017. Under Rule 6.01A,
the Exchange may delist the Company if trading does
not resume by July 31, 2019.

On August 6, 2018, the Securities and Futures
Commission exercised its power under section 8(1) of
the Securities and Futures (Stock Market Listing) Rules
to direct the Exchange to suspend dealings in the shares
of the Company.

The Company failed to resume trading in its securities
by July 31, 2019. On August 9, 2019, the Listing
Committee decided to cancel the listing of the
Company’s shares on the Exchange under Rule 6.01A.

The Exchange has requested the Company to publish
an announcement on the cancellation of its listing.
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The Exchange advises shareholders of the Company
who have any queries about the implications of the
delisting to obtain appropriate professional advice.
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The Stock Exchange of Hong Kong Limited Issues
Announcement in Relation to the Matter of Zhejiang
Prospect Company Limited Cancellation of Listing

On August 28, 2019, the Stock Exchange of Hong Kong
Limited (the Exchange) announced that with effect from
9:00 am on September 2, 2019, the listing of the shares
of Zhejiang Prospect Company Limited (Company)
(Stock Code: 8273) will be canceled under Rule 9.14A
of the GEM Listing Rules.

Trading in the Company's securities has been
suspended since April 3, 2018. Under GEM Rule 9.14A,
the Exchange may delist the Company if trading does
not resume by July 31, 2019.

The Company failed to resume trading in its securities
by July 31, 2019. On August 16, 2019, the GEM Listing
Committee decided to cancel the listing of the

Company'’s shares on the Exchange under GEM Rule
9.14A.

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

The Exchange advises shareholders of the Company
who have any queries about the implications of the
delisting to obtain appropriate professional advice.
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Cantor Fitzgerald & Co. and BMO Capital Markets
Corporation Settle U.S. Securities and Exchange
Commission's Charges for Improper Handling of
American Depositary Receipts

On August 16, 2019, the U.S. Securities and Exchange
Commission (SEC) announced that Cantor Fitzgerald &
Co. (Cantor Fitzgerald) and BMO Capital Markets
Corporation (BMO Capital) will settle charges of
improper handling of “pre-released" American
Depositary Receipts (ADRS).

Without admitting or denying the SEC's findings, Cantor
Fitzgerald agreed to pay over US$359,000 in
disgorgement of ill-gotten gains, over US$88,000 in
prejudgment interest, and a US$200,000 penalty,
totaling more than US$647,000.
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Without admitting or denying the SEC's findings, BMO
Capital agreed to pay over US$2.2 million in
disgorgement of ill-gotten gains, over US$546,000 in
prejudgment interest, and a US$1.2 million penalty,
totaling more than US$3.9 million.
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U.S. Securities and Exchange Commission Charges
ICO Rating with Failing to Disclose it was Paid to
Tout Digital Assets

On August 20, 2019, the U.S. Securities and Exchange
Commission (SEC) announced that Russian entity ICO
Rating has agreed to settle charges that it failed to
disclose payments received from issuers for publicizing
their digital asset securities offerings.

The SEC's order found that between December 2017
and July 2018, ICO Rating produced research reports
and ratings of blockchain-based digital assets, including
“tokens” or “coins” that were securities, and published
this content on its website and on social media.

Without admitting or denying the SEC's findings, ICO
Rating agreed to cease and desist from committing or
causing any future violations of these provisions, to pay
disgorgement and prejudgment interest of US$106,998,
and a civil penalty of US$162,000.

EEIEHXHZE RS ICO Rating R AHEH IR
MARERFH™

2019 £ 8 B 20 H, XEIEAXSZERS REIIES) E
A, BT /A F) ICO Rating EREMA B BEHKWEEA T
ANBEREN U B F R = IEE R TR ISIA A& .

XEIEBSMe SR, #2017 F£ 12 BE 2018 7 7
HAlal, ICO Rating %17 7 & TXREMNBFH = RR
SR, BIEERNIESR KT S @ED", FEEME
HITEEERBHRE.

ERFRINEBNEEELRSHIAEERNERLT, ICO
Rating B R {F 1L L [F & ki RIOX LR E, X+ 106,998
EITHYHRFHE AR A, XK 162,000 ETHREST
E=d

TAo

Source EjE:
sec.gov/news/press-release/2019-157

U.S. Securities and Exchange Commission Charges
RSM US LLP with Violating Auditor Independence
Rules

On August 27, 2019, the U.S. Securities and Exchange
Commission (SEC) charged public accounting firm RSM
US LLP (RSM US) with violations of the SEC's auditor
independence rules in connection with more than 100
audit reports involving at least 15 audit clients.

The SEC found that RSM US or its associated entities,
provided non-audit services to, and had an employment
relationship with, affiliates of RSM US audit clients,
which violated the SEC’s auditor independence rules.

RSM US consented to the SEC's order without admitting
or denying the findings and was ordered to cease and
desist from future violations. RSM US agreed to pay a
US$950,000 penalty and be censured.
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Financial Conduct Authority of the United Kingdom
Agrees Plan for a Phased Implementation of Strong
Customer Authentication

On August 13, 2019, the Financial Conduct Authority
(FCA) of the United Kingdom agreed a plan that gives
the payments and e-commerce industry extra time to
implement Strong Customer Authentication (SCA).

From September 14, 2019, new European Union rules,
which called SCA, will start to apply that impact the way
in which banks or payment services providers verify their
customers identity and validate specific payment
instructions. The FCA has agreed an 18-month plan to
implement SCA with the e-commerce industry of card
issuers, payments firm and online retailers.

The FCA will not take enforcement action against firms
if they do not meet the relevant requirements for SCA
from September 14, 2019 in areas covered by the
agreed plan, where there is evidence that they have
taken the necessary steps to comply with the plan. At
the end of the 18-month period, the FCA expects all
firms to have made the necessary changes and
undertaken the required testing to apply SCA.
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Source Ejg:
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Financial Conduct Authority of United Kingdom
Requests Claims Management Companies to Raise
Advertising Standards

On August 23, 2019, the Financial Conduct Authority of
the United Kingdom has introduced a number of new

rules in relation to financial promotions issued by claims
management companies (CMCs) to ensure that CMCs
provide information to consumers that is fair, clear and
not misleading. These rules require CMC firms to:

o identify themselves as a claims management
company

e prominently state if a claim can be made to a
statutory ~ ombudsman/compensation  scheme
without using a CMC and without incurring a fee

e include prominent information relating to fees and
termination fees

These rules are designed to help consumers make an
informed choice whether to use the services of a CMC.
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Source EjE:
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Singapore Cryptocurrency and Blockchain Industry
Association Launches Four-week Public
Consultation on Code of Practice for the Digital
Asset Industry

On August 13, 2019, the Singapore Association of
Cryptocurrency Enterprises and Start-ups invites public
feedback for its newly developed ‘Code of Practice’
under its Standardization of Practice In Crypto Entities
(SPICE) initiative.

Aimed at complementing Singapore’s Payment Services
Act, SPICE standardizes the approach to tackling Anti-
Money Laundering and Counter Financing of Terrorism,
Know-Your-Customer best practices, as well as other
key issues relevant to crypto-asset and blockchain
companies.

The public can submit feedback over a four-week period
from August 13, 2019 to September 10, 2019.
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China Announces to Build Shenzhen into Socialist
Demonstration Area

On August 18, 2019, China announced to build
Shenzhen into a pilot demonstration area of socialism
with Chinese characteristics.

By 2025, Shenzhen will become one of the leading cities
in the world in terms of economic strength and quality of
development. Its research and development input,
industrial innovation capacity, and the quality of its public
services and ecological environment will be first-rate in
the world.

By 2035, Shenzhen will become a national model of
high-quality development, as well as a hub of innovation,
entrepreneurship and creativity with international
influence.

By mid-21st century, Shenzhen will become one of the
top cosmopolis in the world and a global pacesetter with
outstanding competitiveness, innovative capacity and
influence.

It is also conducive to the implementation of the
Guangdong-Hong Kong-Macao Greater Bay Area plan.
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China Unveils New Financial Opening-up Measures

On July 20, 2019, China has announced a slew of new
measures to further open up its financial markets.

e China will allow foreign-funded institutions to
conduct credit rating business with all kinds of bonds
in China’s inter-bank and exchange bond market.

e Overseas financial institutions will be encouraged to
participate in setting up and investing in the asset
management subsidiaries of commercial banks.

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

e Overseas financial institutions will be allowed to
invest in setting up or holding stakes in old-age
pension management companies.

e It supports foreign capital to establish or hold stakes
in currency brokerages.

e The upper shareholding limits for foreign investors
in domestic insurers will be allowed to exceed 25
percent.

e China will facilitate foreign institutional investors in
investing in the inter-bank bond market by
greenlighting them in obtaining type-A underwriting
licenses in the market.
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China Securities Regulatory Commission Releases
the Revised Measures for the Administration of
Representative Offices of Foreign Stock and Futures
Exchanges in China

On July 30, 2019, the China Securities Regulatory
Commission (CSRC) has officially released the revised
Measures for the Administration of Representative
Offices of Foreign Stock and Futures Exchanges in
China (the Measures, CSRC Decree No. 157), which is
based on its previous version referenced CSRC Decree
No. 44, with focuses on strengthening ongoing and ex
post oversight of the representative offices of foreign
stock and futures exchanges in China (representative
offices) to comport with the reform towards a
registration-based regulatory framework.

The Measures comprises of eighteen articles in six
chapters, covering general provisions, establishment
registration of representative offices, changes and
termination, regulatory oversight and administration,
legal liabilities, and ancillary provisions. The main
revisions are as follows.

First, defining scope of applicability. In implementing the
decisions of the National Financial Work Conference,
representative offices of foreign stock and futures
exchanges shall be brought under regulatory oversight
so as to fill the regulatory vacuum.

Second, instituting an ex post registration-based
procedure for establishing a representative office as part
of the administrative reform to replace the approval-
based system. In addition to specific requirements on
registration documents and process, the Measures also
prescribes that application information be made
available on the CSRC's official website for public
inquiries.

Third, delineating the range of activities permitted for
representative offices for risk management purposes.
The Measures clearly defines a representative office as
an entity of not-for-profit operations, such as liaison and
market research. Market promotion activities, which now
require ex post report instead of ex ante approval, are

specified with a negative list barring introductions to
specific products and trading related information, such
as account opening, trading channels, and trading fees.
In addition, The Measures also provides for prohibited
undertakings of representative offices and their staff,
such as entering into agreements or contracts with any
legal or natural person that may generate income to the
representative office or its offshore exchange, engaging
in explicit or implicit profit-making activities, providing
direct trading access for entities or individuals in
Chinese Mainland, and other activities prohibited by
related laws and regulations.

Fourth, strengthening ongoing and ex post oversight.
Aiming to improve regulatory transparency and protect
the public's right to know, the Measures improves
procedural clarity of registration, changes, and
termination, includes clear provisions that lawbreaking
conduct committed by representative offices will be
reported to the public and their foreign authorities, and
specifies the representative offices' legal liabilities for
misconduct.
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Source EJE:
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Australian Securities and Investments Commission
Action Leads to Allianz Australia Insurance Limited
Refunding over AUD8 Million in Consumer Credit
Insurance Premiums and Fees

On August 27, 2019, the Australian Securities and
Investments Commission announced that Allianz
Australia Insurance Limited (Allianz) will refund over
AUD8 million in consumer credit insurance (CCI)
premiums and fees including interest to more than
15,000 consumers.

Allianz’s refund relates to the sale of cover to consumers
who were ineligible to make a claim for unemployment
or disability, the sale of death cover to customers under
21 years of age who were unlikely to need that cover,
and the charging of fees to customers who paid
premiums by the month without adequate disclosure.

Allianz will stop issuing new CCI policies from
September 30, 2019. It will continue to fulfill its
obligations to existing CCI policyholders.
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Source 3&;&: asic.gov.au/about-asic/news-centre/find-a-
media-release/2019-releases/19-227mr-asic-action-leads-to-
allianz-refunding-over-8-million-in-consumer-credit-insurance-
premiums-and-fees

Australian Securities and Investments Commission
Updates Guidance on Climate Change Related
Disclosure

On August 12, 2019, the Australian Securities and
Investments Commission (ASIC) published updates to
clarify the application of ASIC’'s existing regulatory
guidance to the disclosure of climate change related
risks and opportunities.

The recommendations included to:

e adopt a probative and proactive approach to
emerging risks, including climate risk;

¢ develop and maintain strong and effective corporate
governance which helps in identifying, assessing
and managing risk;

e comply with the law where it requires disclosure of
material risks; and

e disclose meaningful and useful climate risk related
information to investors.

In the coming year, ASIC will conduct surveillances of
climate change related disclosure practices by selected
listed companies.
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Source KJ&:
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climate-change-related-disclosure

Australian Securities and Investments Commission
Proposes Ban on the Sale of Binary Options to
Retail Clients and Restrictions on the Sale of
Contracts for Differences
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On August 22, 2019, the Australian Securities and
Investments Commission (ASIC) has released a
consultation paper on over the counter (OTC) binary
options and contracts for differences (CFDs).

ASIC is concerned that retail investors have suffered,
and are likely in future to suffer, significant detriment
from binary options and CFDs.

ASIC proposes to:

e ban the issue and distribution of OTC binary options
to retail clients, and

e impose conditions on the issue and distribution of
OTC CFDs to retail clients.

ASIC seeks the feedback on its proposed product
intervention orders by October 1, 2019.
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Shanghai Stock Exchange Answers Questions on
Operation of STAR Market in First Month of Trading

On August 21, 2019, the Shanghai Stock Exchange
(SSE) answered questions on operation of SSE STAR
Market in first month of trading.

An overview of the operation of the SSE STAR
Market in the first month of trading

Overall, the SSE STAR Market has been generally
stable since its opening, the market enthusiasm has
been at a high level, and the investor sentiment has
gradually become more rational. From the perspective
of the general trend, after the increases with fluctuations

and the return to rationality, all the 28 companies listed
on the SSE STAR Market have seen their stock prices
rising so far, with an average gain of 171% over the
issue price and a median increase of 160%. In terms of
the industries, the stocks in the sectors of biomedicine
and new generation information technology were among
the top gainers; the stocks with small and medium-sized
market capitalizations grew higher than those with larger
market capitalizations.

According to the performance of individual stocks, the
volatility was within the expected reasonable range. In
the first month of trading, the SSE STAR Market
recorded a total turnover (including after-hours fixed and
bulk transactions) of RMB 585 billion, with an average
daily volume of RMB 25.4 billion, accounting for 13.8%
of the total in the SSE market. Currently the turnover rate
has stabilized in the 10%-15% range from 78% on the
first day of trading. From the perspective of the structure
of investors, nearly 40% of the investors authorized to
trade on the SSE STAR Market participated in the
trading during the first month. Individual investors as
natural persons were the main group participating in the
trading on the SSE STAR Market, taking up 89% of the
total transactions, compared with 11% for the
specialized institutions. In the future, with the supply of
new stocks normalized and the enthusiasm of investors
stabilized, the valuation on the SSE STAR Market will
gradually return to rationality.

An overview of the margin trading and securities
lending as well as refinancing on the SSE STAR
Market

In the first month of trading on the SSE SATR Market,
the business of margin trading and securities lending
operated well, with the balance of the business
stabilizing after gradual increases. By August 20, the
balance of the margin trading and securities lending
amounted to RMB 6.032 billion, accounting for 6.54% of
the listed tradable market value of RMB 92.286 billion.
Specifically, the balance of margin trading stood at RMB
3.297 billion, accounting for 54.66% of the total balance
of the margin trading and securities lending and 3.57%
of the total listed tradable market value The margin
amount of securities lending was RMB 2.735 billion,
accounting for 45.34% of the total balance of margin
trading and securities lending and 2.96% of the total
listed tradable market value. In the first month of trading,
the margin amount of the securities lending was
stabilized on the whole in the range of 40% to 50% of
the total balance of the margin trading and securities
lending. In the same period, by August 20, the balance
of the margin trading and securities lending on the SSE's
main board was RMB 459.946 billion, accounting for
1.66% of the listed tradable market value of RMB 27.68
trillion, in which the margin amount of securities lending
stood at RMB 3.942 billion, only accounting for 0.86% of
the total balance of margin trading and securities lending.
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By August 20, the margin of the securities lending in the
business of securities lending of refinancing (securities
lending) on the SSE STAR Market was 153 million
shares, amounting to RMB 4.574 billion, accounting for
4.96% of the total listed tradable market value of the
SSE STAR Market. In the same period, by August 20,
the margin of the securities lending on the main board of
SSE stood at 125 million shares with an amount of RMB
1.441 billion, only accounting for 0.005% of the total
listed tradable market value of the SSE’s main board.

An overview on the companies whose applications
for going public on the SSE STAR Market have been
accepted

By August 21, a total of 152 companies had their
applications for issuance and listing on the SSE STAR
Market accepted, and the overview is as follows. From
the perspective of industry distribution, as the SSE
STAR Market adheres to the mission of supporting the
national strategies, the companies are concentrated in
the areas defined in the implementation opinions of the
SSE STAR Market. Specifically, there are 57 companies
in the sector of new-generation information technologies,
34 in the sector of biomedicines, 28 in the sector of high-
end equipment, 14 in the sector of new materials, and
19 in the energy-saving and environmentally-friendly
new energy and other sectors. In terms of the listing
standards, there are 129, 4, 1, 11 and 4 companies
respectively choosing the listing standard sets 1 to 5 for
the SSE SATR Market, and the other 3 companies
selected the second set of indicators of “market value
plus income” that is applicable to the differentiated
voting/red-chip companies, with inclusiveness shown
clearly. In terms of financial status, the average
compound growth rate of income was 49% in the past
three years. With regard to research and development,
the R&D investment recorded an average percentage of
11.45% in the total revenue over the past one year.
Overall, the companies with their applications accepted
reflect the current development of China's enterprises of
scientific and technological innovation on the whole,
which is consistent with the development trend of
modern technology companies characterized by high
growth, strong capacity for research and development
and scarcity.

An overview of the issuance of the companies on
the SSE STAR Market

In terms of the static P/E ratio, in 2018 the range of the
P/E ratios before deducting non-recurring gains and
after dilution for the 28 companies was from 18 to 269
times, with the median at 45 times; the range of the P/E
ratios after deducting non-recurring gains and dilution
was from 19 to 468 times with the median at 48 times.
Judging from the dynamic P/E ratio, the 28 companies
have a median dynamic P/E ratio of 34 times based on

the estimated earnings per share in 2019. The issuance
P/E ratios of the vast majority of the companies were
lower than those of comparable companies and were
within the sellers’ recommended valuation ranges on the
whole, which was in line with market expectations. The
issuance P/E ratios of the 28 companies were different,
reflecting the differentiated value judgments in the
market for varied industries and companies.

In terms of the pricing of the 28 companies, the market-
based issuance mechanism of the SSE STAR Market
has achieved initial results. Through the measures such
as increasing the proportions for offline institutions, and
piloting the skin-in-the-game system, the constraint
mechanism of investment value research report and the
mechanism of eliminating the highest quote, an
issuance and underwriting environment characterized
by relative rationality, independent judgment and
tightened responsibilities has been formed. At present,
the median numbers of the allocated amounts in the
subscription of each offline account and each investor of
the 28 companies have increased to RMB 390,000 and
RMB 1.09 million respectively, which are 37 times and
62 times respectively those of the existing sector in the
past three years. As a result, the constraints of offline
quotes have been intensified effectively. The skin-in-the-
game investment amounts of the 28 companies were
from RMB 26 million to RMB 210 million, and a vast
majority of the sponsoring institutions conducted rounds
of negotiations with the issuers in pricing, reflecting the
effect of skin-in-the-game mechanism.

An overview on the continuous regulation of the
SSE STAR Market since its opening

Since the opening of the market, the SSE has strived to
improve the quality of the companies listed on the SSE
STAR Market and prevent all kinds of disorders from
happening on the market. In reality, the information
disclosure has been in a stable order on the whole, and
the continuous regulation got off to a good start. First of
all, the advantage of the SSE STAR Market has been
brought into full play. There are a number of important
institutional innovations in the continuous regulation
process, such as simplifying disclosure of redundant
information and tightening the sponsors’ responsibility
for continuous supervision, which have been
implemented and played their roles in improving the
effectiveness of information disclosure, clarifying the
guestions in the market and ensuring the market order
in information disclosure at the early stage of the market
launch. Secondly, the investors' concerns have been
addressed in a timely manner. The announcements of
the companies were reviewed promptly. As the core
technologies of some companies listed on the SSE
STAR Market were involved in patent lawsuits, under the
guidance of the Listed Company Regulation Department
of the China Securities Regulatory Commission, the
SSE worked with relevant agencies to timely take
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regulatory action, urging the companies to make clear
explanations to the market and pushing the sponsoring
institutions to issue verification opinions, so as to fully
satisfy investors' right to know and alleviate market
concerns. Thirdly, effective efforts have been made in
regulating and serving the information disclosure. In the
early stage of the launch of the market, the SSE
organized and completed the first workshop on the
qualification of secretaries to the directorate for the
companies listed on the SSE STAR Market, so as to
specify the red lines and mine fields in regulated
operation and information disclosure. At the same time,
the SSE carried out “one-on-one” communication with
the first batch of companies listed on the SSE SATR
Market and guided the companies in grasping the
information disclosure business face-to-face, so as to
ensure “zero error” in information disclosure and
business operations.

An overview on the regulation of abnormal trading
behaviors in the first month

Since the listing of the first batch of companies on the
SSE STAR Market, the SSE has strengthened the
monitoring of the violations in accordance with the
“Detailed Rules for Real-time Monitoring of Abnormal
Trading of Stocks on the SSE STAR Market (for Trial
Implementation)”, so as to ensure the orderly operation
of market trading. On the whole, although the
enthusiasm of the investors is at a high level, most
investors have stood in awe of the rules, with few
violations of the “red lines”. During the period, a total of
8 cases of abnormal trading were found, including 5
cases of pushing up or pulling down stock prices and 3
cases of false order placing, on which the self-regulatory
measure of written warning was imposed.
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Source FK&:
english.sse.com.cn/aboutsse/news/newsrelease/c/4887482.s
html

Shanghai Stock Exchange Reports on Actions
against Listed Companies’ Violations in Information
Disclosure in H1 2019

On July 30, 2019, the Shanghai Stock Exchange (SSE)
reports that in the first half of 2019, it focused on
investing and dealing with the following six types of
violations.

The first type included the serious violations of capital
occupation and illegal guarantee committed by
controlling shareholders and their related parties.

The second type included the violations of failing to fulfill
the high-performance commitment in mergers and
acquisitions and reorganizations.

The third type was the misconduct that the company's
management team made unreasonable decisions in
major transactions.

The fourth type included the violations of the listed
companies using the sensitive information for concept
scalping.

The fifth type included the violations of the
intermediaries that did not perform their duties in a
diligent manner.

The sixth type included the behaviors of using or
managing the raised funds in an unregulated way. The
non-compliance management and use of raised funds is
one of the main manifestations of the irregular operation
of listed companies, and may also pose hidden dangers
of loss to the investors' interests.

In the first half of 2019, the SSE seriously investigated
and dealt with all kinds of violations, -effectively
safeguarded the interests of small and medium-sized
investors, and further purified the environment of the
capital market, with the order of information disclosure
maintained. Going forward, the SSE will, in accordance
with the arrangements and requirements of the China
Securities Regulatory Commission, strive to enhance
the deterrence of self-regulatory measures, improve the
accuracy and effectiveness of regulation, increase the
costs of violations for the listed companies, and push
and urge the listed companies to return to their main
businesses, focus on operations, and work hard to
improve quality. At the same time, the SSE will continue
to strengthen beforehand prevention and in-process
regulation, integrate the regulation in the service, step
up the service through training, microlecture, Q&A on
regulation and other means, and reduce unintentional
violations of the listed companies.

L5325 iR 2019 £ £ 4F Ei A S EHRER L
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Source &j&:
english.sse.com.cn/aboutsse/news/newsrelease/c/4885791.s
html

Shenzhen Stock Exchange Reports Punishments
for Violations of Listed Companies in 2019

On August 18, 2019, Shenzhen Stock Exchange (SZSE)
reported that since the beginning of 2019, SZSE has
made 62 disciplinary decisions against listed companies’
violations in information disclosure and operation, a
notable increase of 25 year-on-year.

SZSE focuses on the following six areas:

e imposing strict punishment on capital occupation of
controlling shareholders and related parties, and
illegal guarantee provided by listed companies.

e imposing strict punishment on failures to fulfill
commitments on performance compensation and
share increase and other violations.

e taking serious actions against violations in major
information disclosure.

e severely cracking down on periodic reports-related
violations such as financial fraud and accounting
errors.

e imposing strict punishment on intermediaries for not
performing due diligence.

e (getting tough with irregular internal operation and
poor responsibility fulfilment of directors,
supervisors and senior management members.

HRYINESR 32 7 Pk 2019 SF UK LA SEM L 2185

2019 £ 8 A 18 H, RYNEHEX HFr (R3ZFT) BIRE ¥ £
TASEERENNEEZEAENBIMRER, R
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Source Ej&:
szse.cn/English/about/news/szse/t20190821_569511.html

Canadian  Securities  Administrators Issues
Guidance on Climate Changed-related Disclosure

On August 1, 2019, the Canadian Securities
Administrators (CSA) issued guidance on Reporting of
Climate Change-related Risks.

The guidance is intended to assist issuers, particularly
smaller issuers, in identifying and improving their
disclosure of material risks posed by climate change.

The CSA said that many investors are seeking improved
disclosure on the material risks, opportunities, financial
impacts and governance processes related to climate
change. The guidance will enable issuers to improve
their disclosure of material climate change-related risks
affecting their business.
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Source EjR&:
securities-administrators.ca/aboutcsa.aspx?id=1833

Cyprus Securities and Exchange Commission
Provides Guidance on Treatment of the Additional
Cash Buffer of Investors Compensation Fund

On August 7, 2019, the Cyprus Securities and Exchange
Commission (CySEC) provides guidance to the Cyprus
Investment Firms (CIFs) on the treatment of the
additional cash buffer of CIF when calculating their
capital requirements.

The members of CIF are required to keep a minimum
cash buffer of 3 per thousand of the eligible funds and
financial instruments of their clients as at the previous
year in a separate bank account and this should not be
used for any other purpose.

CIFs are expected to complete the prescribed form for
the period ended September 30, 2019 which needs to
be submitted to CySEC by November 11, 2019.

BEERMNIFEX P ZERSRBRAZFNEZESTINAER
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CySEC,

Source Xj&:
cysec.gov.cy/CMSPages/GetFile.aspx?guid=573fcf64-7b76-
4h98-9b5c-aaOb5a35a350

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