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China Takes Measures to Promote and Facilitate
Cross-border Trade and Investment

On October 25, 2019, the State Administration of
Foreign Exchange (the Administration) said that it will
implement 12 measures to facilitate cross-border trade
and investment in an effort to deepen the reform to
streamline administration and optimize government
services.

According to the new measures, China will expand the
pilot reform of foreign exchange receipt and payment
facilitation for trade from the current scope of Shanghai,
Zhejiang province and the Guangdong-Hong Kong-
Macao Greater Bay Area to other regions.

The Administration will also simplify the procedure of
receipts and payments for trade in goods for small cross-
border e-commerce companies whose annual volume of
trade in goods is below US$200,000. Registration in the
directory of enterprises with foreign exchange receipts
and payments in trade will be facilitated for branches of
enterprises. Project contractors will be allowed to put
their overseas funds under unified management.

The reporting processes on foreign exchange
businesses for trade in goods will be improved.
Enterprises can make their own decisions on whether or
not to set up verification accounts.

Registration for writing-off of companies' borrowings
from foreign lenders will be delegated to banks. Pilot
programs will be carried out where registration for each
individual foreign borrowing may not be required.

Limitation on the number of foreign currency accounts
under capital accounts will be removed to facilitate
foreign exchange settlement under certain capital
accounts.

In terms of cross-border investment and financing
facilitation, the Administration will allow foreign non-
investment enterprises to make domestic equity
investment with their own capital.
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The new measures are expected to clarify the principles
and directions for improving foreign exchange
management to promote cross-border trade and
investment.
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ChinalIntroduces 16 Policy Measures to Promote the
Development of the Guangdong-Hong Kong-Macao
Greater Bay Area

On November 6, 2019, China Introduced 16 policy
measures to promote the development of the



J M L

Guangdong-Hong Kong-Macao Greater Bay Area
(Greater Bay Area).

The 16 policy measures are set out below:

Policies and measures benefiting members of the
public

e Facilitating property purchases by Hong Kong
residents in the Mainland cities of the Greater
Bay Area

e Supporting the use of mobile electronic payment
by Hong Kong residents on the Mainland

e Pilot scheme for Hong Kong residents to open
Mainland personal bank accounts in the Greater
Bay Area remotely by attestation

e Ensuring that the children of Hong Kong and
Macao residents enjoy the same education as
those of Mainland residents

e Exploring the establishment of a cross-
boundary wealth management scheme

e Facilitating non-Chinese Hong Kong permanent
residents to travel to and from the Mainland
cities in the Greater Bay Area

e Permitting the use of Hong Kong-registered
drugs and common medical devices in
designated Hong Kong-owned healthcare
institutions in the Greater Bay Area

Policies and measures supporting professional
services
e Measures on partnership associations by Hong
Kong and Mainland law firms, legal consultants
and special examination
e Further extending the scope of mutual
recognition of qualifications for construction
professionals
e Expanding the scope of liberalization measures
for construction professionals from Hong Kong
and Macao to practice on the Mainland
e Preferential treatment on insurance regulation
e Removing the requirement on years of
operating experience for Hong Kong service
suppliers to provide insurance loss adjusting
services on the Mainland
e Supporting bond market development in Hong
Kong and Macao (catastrophe bonds)

Innovation and technology

e Supporting the development of the Shenzhen-
Hong Kong Innovation and Technology Co-
operation Zone

e Facilitating customs clearance of imported
animal-derived biomaterials

e Relaxing the limitation on exporting Mainland
human genetic resources to Hong Kong and
Macao

The 16 policy measures would help strengthen and
improve Hong Kong's traditional strengths in areas such
as finance, medicine and professional services, as well
as develop new focuses of economic growth such as
innovation and technology.
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Hong Kong Securities and Futures Commission
Reprimands and Fines China Rise Securities Asset
Management Company Limited HK$6.3 Million for
Regulatory Breaches and Internal Control Failures

On October 31, 2019, the Hong Kong Securities and
Futures Commission (SFC) has reprimanded China
Rise Securities Asset Management Company Limited
(China Rise), formerly known as China Rise Securities
Company Limited, and fined it HK$6.3 million for internal
control failures and regulatory breaches related to short
selling orders, cross trades and keeping of records.

The SFC found that China Rise’s then chief executive
officer and responsible officer, Mr Sammy Shiu Kin
Keung (Shiu), placed 199 illegal short selling orders on
listed securities for his personal account and a client’s
discretionary account from January to May 2014
unbeknown to China Rise.

China Rise was not aware of the short selling orders
placed by Shiu until the Hong Kong Exchange and
Clearing Limited made enquiries about some of the
transactions. Nevertheless, even after receiving the
enquiries, China Rise still failed to detect and prevent
further short selling activities in Shiu’s account.

Shiu was eventually convicted on June 8, 2017 for illegal
short selling in the shares of three listed companies
between April and May 2014.

China Rise also executed a number of cross trades
between the account of a member of its senior
management (X) and a client’s discretionary account
pursuant to X's instructions, with the result that the
transactions were executed at a price to X's advantage
and to the client’s detriment when compared with the
nominal price at the time of the transactions.

The SFC'’s investigation revealed that China Rise failed
to:

e put in place adequate system and control
procedures to detect and prevent illegal short
selling by its staff;

o implement effective internal controls to monitor
cross trades between its staff members and
clients that gave rise to conflicts of interest, and
ensure fair treatment of clients; and

e report the relevant cross trades to The Stock
Exchange of Hong Kong Limited (Exchange) in
compliance with the Rules of the Exchange on
four occasions.

Furthermore, the SFC found that China Rise failed to
maintain proper records of order instructions and its
compliance checks. Specifically, China Rise failed to
locate the dealing tickets in relation to at least 100 orders
placed by X from January to May 2014 and keep records

of order instructions for over 1,000 client orders between
February and August 2016.

The SFC is of the view that China Rise was in breach of
the Code of Conduct and the Management, Supervision
and Internal Controls Guidelines.

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

e has taken steps to remediate some of the above
internal control deficiencies;

e cooperated with the SFC in accepting the SFC’s
findings and resolving the disciplinary
proceedings;

e has an otherwise clean disciplinary record.
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Hong Kong Securities and Futures Commission
Issues Guidance on External Electronic Data
Storage

On October 31, 2019, the Hong Kong Securities and
Futures Commission (SFC) issued a circular to licensed
corporations on the use of external electronic data
storage providers (EDSPs).

The circular sets out requirements for when regulatory
records are kept exclusively with an EDSP without a
duplicate set of records at the premises of the licensed
corporation, including the need to seek approval from
the SFC. It also conveys the SFC’s expectations for the
mitigation of cyber and operational risks when electronic
data storage is outsourced to an EDSP, regardless of
whether regulatory records are kept with it exclusively.

In particular, the circular emphasizes that the
authenticity, integrity and reliability of regulatory records,
as well as the ability to access them promptly, are crucial
if the records are required to be produced in legal
proceedings initiated by the SFC or the Department of
Justice.
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Hong Kong Securities and Futures Commission
Commences Market Misconduct Tribunal
Proceedings against China Medical & Healthcare
Group Limited and its Senior Management for
Alleged Late Disclosure of Inside Information

On October 31, 2019, Hong Kong Securities and
Futures Commission (SFC) has commenced
proceedings in the Market Misconduct Tribunal (MMT)
against China Medical & Healthcare Group Limited for
allegedly failing to disclose information in relation to its
significant gains in securities trading as soon as
reasonably practicable in 2014.

China Medical & Healthcare Group Limited was known
as COL Capital Limited (COL) when the alleged breach
of the statutory corporate disclosure requirements
regime occurred.

The SFC has also commenced proceedings in the MMT
against six individuals who were COL'’s directors at the
material time for their reckless or negligent conduct
causing the alleged breach.

They are: Ms Chong Sok Un, COL’s Chairman and
Executive Director; Mr Wong Peng Chong and Mr Kong
Muk Yin, COL’s Executive Directors; Mr Lau Siu Ki, Mr
Ma Wah Yan and Mr Zhang Jian, COL'’s Independent
Non-Executive Directors (collectively, COL Directors).

The SFC’s investigation found that COL's internal
financial report for March 2014, which was made
available to the COL Directors in April 2014, stated,
amongst other things, that COL made a profit of around
HK$360 million in March, bringing the cumulative profit
for the nine months ended March 31, 2014 to around
HK$894 million, in comparison to a loss of around
HK$33 million for the same period ended March 31,
2013.

However, COL did not disclose this information until
September 10, 2014 when it issued a profit alert
announcement in which it stated that COL and its
subsidiaries expected to record a substantial profit
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attributable to shareholders approximately between
HK$840 million and HK$980 million for the year ended
June 30, 2014.

COL’s share price rose 12.39 per cent to close at
HK$2.63 on September 11, 2014 following the profit
alert announcement.

The SFC also found that the significant gains reflected
in the COL’s March financial report was contributed by
its investment in the shares of ChinaVision Media Group
Limited (ChinaVision), now known as Alibaba Pictures
Group Limited.

Specifically, COL made significant gains from its trading
in ChinaVision shares between March 12, 2014 and
March 18, 2014 after ChinaVision shares jumped 186
per cent to close at HK$1.83 after trading resumption on
March 12, 2014 following the company’s announcement
on March 11, 2014 on a plan to allocate around 12 billion
new shares to Alibaba Investment Limited.

However, COL did not disclose the information
pertaining to the gains from trading in ChinaVision
shares, nor its March 2014 profit figures to the public,
until September 10, 2014 when it issued the profit alert.

The SFC alleges that the information pertaining to the
gains from trading in ChinaVision shares or the March
2014 profit figures was specific information regarding
COL and not generally known to the persons who were
accustomed to or would be likely to deal in the listed
securities of COL. Had the information been generally
known to them, it would have been likely to materially
affect the share price of COL.
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Hong Kong Securities and Futures Commission
Adopts New Approach to Virtual Asset Trading
Platforms
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On November 6, 2019, the Hong Kong Securities and
Futures Commission (SFC) issued a position paper
setting out a new regulatory framework for virtual asset
trading platforms. Platforms which operate in Hong Kong
and offer trading of at least one security token may now
apply to be licensed by the SFC.

The position paper emphasizes that the SFC will only
grant licenses to platform operators which are capable
of meeting robust regulatory standards. These
standards are comparable to those which apply to
licensed securities brokers and automated trading
venues but also incorporate additional requirements to
address specific risks associated with virtual assets.

The SFC’s new regulatory framework is aligned with the
recommendations of international standard setting
bodies. It will help investors identify trading platforms
which agree to be regulated or supervised. However, the
SFC would like to make clear that virtual assets traded
on licensed platforms will not be subject to the same kind
of regulation which applies to traditional offerings of
securities or collective investment schemes. Moreover,
the SFC has no power to grant a license to or supervise
platforms which only trade virtual assets or tokens which
do not qualify as securities under Hong Kong law.

The SFC issued a statement warning investors about
the risks associated with the purchase of virtual asset
futures contracts, as they are largely unregulated, highly
leveraged and subject to extreme price volatility.
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Hong Kong Securities and Futures Commission
Issues Restriction Notice to Hong Kong Wan Kiu
Investment Company Limited

On November 5, 2019, the Hong Kong Securities and
Futures Commission (SFC) has issued a restriction
notice to Hong Kong Wan Kiu Investment Company
Limited (HKWK) prohibiting the firm, without prior written
consent from the SFC, from (i) carrying on any business,
whether directly or through agents, which constitutes
regulated activities for which it is licensed under the
Securities and Futures Ordinance; and (i) disposing of,
dealing with, assisting, counselling or procuring another
person to dispose of or deal with any property held by it
or held on behalf of its clients until further notice.

The SFC considers that the issue of the restriction notice,
which preserves the client assets held by HKWK, is
desirable in the interest of the investing public or in the
public interest.

The SFC'’s investigation is ongoing.
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Former staff of Hong Kong Television Network
Limited Jailed for Insider Dealing in a Prosecution
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Brought by Hong Kong Securities and Futures
Commission

On November 7, 2019, the Eastern Magistrates’ Court
sentenced Mr Ken Yiu Ka Lun (Yiu) to two and a half
months of imprisonment after he was convicted of
insider dealing in the shares of Hong Kong Television
Network Limited (HKTV) in a prosecution brought by the
Securities and Futures Commission (SFC).

Yiu was also ordered to pay a fine of HK$165,000 and
the SFC's investigation costs in the sum of HK$147,560.

The Court heard that Yiu purchased 101,000 HKTV
shares on December 19 and 20, 2013 when he was
involved in HKTV's acquisition of a mobile television
license in his capacity as the company’s senior
regulatory affairs manager.

Yiu subsequently disposed of all his HKTV shares after
the announcement of HKTV's acquisition of the mobile
television license on December 20, 2013 and made a
profit of HK$163,810.
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Hong Kong Securities and Futures Commission
Bans Song Baojun for 12 months

On November 6, 2019, the Hong Kong Securities and
Futures Commission (SFC) has banned Mr Song Baojun
(Song), a former relationship manager of The Hongkong
and Shanghai Banking Corporation Limited, for 12
months from November 6, 2019 to November 5, 2020.

The disciplinary action follows an SFC investigation
which found that Song:
e used incomplete application forms pre-signed
by a client to effect four unit trust transactions
for her on July 16, 2013 and August 19, 2013
without first obtaining her specific authorization
for the transactions; and
o failed to advise the client to adopt a lower cost
option when he effected two other unit trust
transactions for her on April 23, 2013, with the
result of the client having to incur an extra cost
of around HK$5,000.

The SFC considers that Song’s conduct calls into
question his fitness and properness to be a licensed or
registered person.

In deciding the sanction, the SFC took into account all
relevant circumstances, including Song’s otherwise
clean disciplinary record.

The case was referred to the SFC by the Hong Kong
Monetary Authority.
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Hong Kong Securities and Futures Commission
Obtains Court Orders against Former Chairman and
Directors of Minth Group Limited

On November 7, 2019, the Securities and Futures
Commission (SFC) has obtained an order in the Court
of First Instance against Mr Chin Jong Hwa (Chin), the
former Chairman and Executive Director of Minth Group
Limited (Minth), ordering him to pay a sum of RMB 20.3
million as compensation to Minth’'s wholly-owned
subsidiary, Decade (HK) Limited (Decade), following
findings of misconduct in connection with the loss
suffered by Decade in the acquisition of two companies
in 2008.

Chin, together with three former Executive Directors, Mr
Shi Jian Hui (Shi), Mr Mu Wei Zhong (Wu) and Mr Zhao
Feng (Zhang), have also been disqualified from being
directors or being involved in the management of any
listed or unlisted corporation in Hong Kong for a period
of three to six years, effective from November 27, 2019.

The orders were made following admissions that they
were in breach of their fiduciary duties and common law
duties to exercise due and reasonable skill, care and
diligence in the course of acting as directors of Minth.

Specifically, Chin accepted that he had failed to:

e procure Decade to negotiate for the lowest
possible price for the plots of land acquired in
the acquisition of the two companies;

o fully disclose his conflict of interests to the board
and shareholders of Minth as required by Listing
Rules of the Stock Exchange of Hong Kong
Limited (SEHK), namely, his family relationship
with the sellers in the acquisition, his significant
control of the two companies in the acquisition,
the full terms of the acquisition, and the manner
in which the consideration for the acquisition
was eventually dealt with; and

e take action to prevent Minth from making
numerous false and/or misleading
representations, as well as material non-
disclosure to the SFC, the SEHK and the
investing public.

It was notable that the acquisition was not a transaction
with independent third parties, as disclosed, in that Chin
had significant control at all times over the two
companies in the acquisition and in turn the plots of land
acquired through his nephew and niece, Mr Hsu Chun
Wei and Ms Hsu Hsiao Ling, both of whom were the
sellers at the time.

In addition, Chin had failed to fully disclose the full terms
of the acquisition, including the fact that the actual total
consideration for the acquisition was RMB 88,593,000
instead of RMB 25,917,000 as disclosed, that Minth's

subsidiary would be responsible for the estimated
construction fees of RMB 29,380,000 under a
construction contract for the plots of land acquired, and
that the bulk of the total consideration for the acquisition
ended up in bank accounts controlled by Chin or related
to him.

Shi, Mu and Zhao admitted that they had failed to make
further inquiries which should have revealed Chin’s
conflict of interests in the acquisition and may have
prevented Minth from making numerous
misrepresentations to the SFC, the SEHK and the
investing public.
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Hong Kong Monetary Authority Issues Circular on
High-level Principles on Artificial Intelligence by
Banks

On November 1, 2019, the Hong Kong Monetary
Authority (HKMA) issues a circular on high-level
principles on artificial intelligence (Al) by banks.

Governance

Board and senior management accountable for the
outcome of Al applications - Some Al applications have
self-learning capabilities from experience and examples
(e.g. via reinforcement learning and deep learning) and
may be able to make automated decisions on behalf of
their banks. The board and senior management of banks
should appreciate that they remain accountable for all
Al-driven decisions. Accordingly, they should ensure
that proper governance framework and risk
management measures are put in place to oversee the
use of Al applications within their institutions.

Application design and development

e Possessing sufficient expertise - Given that
designing and developing Al applications
requires specific expertise, banks should
ensure that their developers have the requisite
competence and experience.

e Ensuring an appropriate level of explainability of
Al applications — Trustworthy and robust Al
applications should be explainable (i.e. no
black-box excuse) to all relevant parties.

e Using data of good quality - As the accuracy and
performance of Al applications depend heavily
on the data used to train the Al models, banks
should adopt an effective data governance
framework to ensure that the data used are of
good quality and relevance.

e Conducting rigorous model validation -

Rigorous validation and testing of trained Al
models should be performed to confirm the
accuracy and appropriateness of the Al models
before they are deployed for production use.

e Ensuring auditability of Al applications - There is
a need to track the outcome of Al applications
on a continuous basis and where necessary
gather evidence to support investigations when
incidents or unfavorable outcomes arise.

e Implementing effective management oversight
of third-party vendors — Where banks rely on
third-party vendors to develop Al applications,
they should perform proper due diligence on
these vendors having regard to the applicable
principles set out in this letter. They should also
implement effective vendor management
controls including periodic reviews of the
services provided to manage the associated
risks.

e Being ethical, fair and transparent - Banks
should ensure that Al-driven decisions do not
discriminate or unintentionally show bias
against any group of consumers.

On-going monitoring and maintenance

e Conducting periodic reviews and on-going
monitoring - Since Al applications can learn
from live data and their model behaviour may
hence change after deployment, banks should
conduct periodic reviews (e.g. re-validation of
the Al model where appropriate) and on-going
monitoring to ensure that the applications
continue to perform as intended.

e Complying with data protection requirements -
Considering the data-intensive nature of Al
applications, banks should implement effective
data protection measures. If personal data are
collected and processed by Al applications,
banks should ensure that they comply with the
Personal Data (Privacy) Ordinance and any
other applicable local and overseas regulatory
requirements.

o Implementing effective cybersecurity measures
- The use of Al applications may expose banks
to new cybersecurity threats. These include, for
example, such methods as data poisoning and
adversarial attacks, which exploit Al models
through data manipulation.

e Risk mitigation and contingency plan — Apart
from subjecting their Al-driven activities to
appropriate risk-mitigating controls, banks
should implement contingency measures that
can promptly suspend Al applications and
trigger fall back procedures.
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The HKMA plans to issue separate guidance on the
principles relating to consumer protection aspects
involved in the use of Al applications.
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Source Ej&:
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Hong Kong Monetary Authority Issues Circular on
Consumer Protection in respect of Use of Big Data
Analytics and Artificial Intelligence by Authorized
Institutions

On November 5, 2019, the Hong Kong Monetary
Authority (HKMA) issued a circular to provide authorized
institutions (Als) with a set of guiding principles on
consumer protection aspects in respect of the use of big
data analytics and artificial intelligence (BDAI).

e Governance and accountability
The board and senior management of Als
should remain accountable for all the BDAI-
driven decisions and processes.

e Fairness
Als should ensure that BDAI models produce
objective, consistent, ethical and fair outcomes
to customers.

e Transparency and disclosure
Als should provide appropriate level of
transparency to customers regarding their BDAI
applications through proper, accurate and
understandable disclosure.

e Data privacy and protection

Als should implement effective protection
measures to safeguard customer data.

10



ERASHEERMANTNMRRAXLREIMTRALE
BEHRERBREBER

2019 F 11 B 5 H BHLHEER £ER) AHERXR,
X AREBIES TR ALEEE BDA) EEHERELTE
AT IR —FERSEN.

s ERSER
NTHMNEEFSASREEARANNAR
BDAI S1m) fRBARIEN T

° /A\/

NS R B3R BDAI R AT sk B, — 2L,
HFEEMATHNER.

o EHEMKE
INT MY EETEY, AR IERAKENR
FIRMEE X H XY A BDAI OB HEE,

o HRRAMSHEIP
NI RIE M RIPIERRFRIFEAE
1.

Source &j&:
hkma.gov.hk/media/eng/doc/key-information/guidelines-and-
circular/2019/20191105e1.pdf

Hong Kong Monetary Authority Highlights a Series
of Initiatives Aimed to Foster the Fintech Ecosystem

On November 6, 2019, the Hong Kong Monetary
Authority (HKMA) highlighted a series of initiatives
aimed to foster the fintech ecosystem.

1.

Blockchain collaboration with the subsidiary of
Institute of Digital Currency of People’s Bank of
China (PBoC)

A Memorandum of Understanding (MoU) was
signed between the subsidiaries of Hong Kong
Interbank Clearing Limited and Institute of Digital
Currency of the PBoC to conduct a Proof-of-
Concept (PoC) trial, which aims to connect
eTradeConnect and the PBoC Trade Finance
Platform. The PoC is expected to begin in Q1 2020.
Once the connection has successfully been
established, it will provide firms in both places with
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As a follow-up to the MoU signed between the
HKMA and the Bank of Thailand in May 2019, the
two authorities are conducting a joint research
project named Project LionRock-Inthanon to study
the application of Central Bank Digital Currency to
cross-border payments, with a view to facilitating
HKD-THB payment-versus-payment among banks
in Hong Kong and Thailand. A joint report is
scheduled to be released in Q1 2020.

Bank of International Settlements (BIS) Innovation
Hub Hong Kong Centre

The first ever Innovation Hub of BIS commenced its
operation in Hong Kong in November 2019. The
HKMA believes that the Innovation Hub Hong Kong
Centre will serve as a focal point for regional fintech
collaboration and bring the application of innovative
technologies among central banks to a new level.
Initially, the HKMA will explore with the Hong Kong
Centre on the use of Distributed Ledger Technology
to digitalize trade finance processes and study the
impact of big tech to financial markets.

Artificial Intelligence (Al) in Banking

The HKMA is conducting a study on the application
of Al technology in the banking industry and will
release a series of publications. To begin with, the
HKMA published a fact sheet to highlight the key
facts and figures revealed in an industry-wide
survey conducted in Q3 2019. One of the key
findings shows almost 90% of the surveyed retail
banks have adopted or plan to adopt Al applications.

Fin+Tech Collaboration Platform to accelerate
innovation and collaboration

The HKMA jointly launched the Fin+Tech
Collaboration Platform with the Hong Kong Science
and Technology Parks to support fintech
development in a technology-centric approach.
Industry players can make use of the platform to
organize fintech-related activites such as
accelerators and hackathons to explore innovative
solutions, identify talents, and seek collaboration
opportunities. The HKMA will also make use of the
platform’s hardware and software facilities for some
of its fintech projects (including Project LionRock-
Inthanon).

more convenient trade finance services and enable
banks in Hong Kong to expedite the expansion of
their trade finance business.
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2. Joint research with Bank of Thailand — Project
LionRock-Inthanon
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Hong Kong Exchanges and Clearing Limited Signs
Memorandum of Understanding with Shaanxi
Province

On October 25, 2019, Hong Kong Exchanges and
Clearing Limited (HKEX) and Shaanxi Province signed
a Memorandum of Understanding (MOU) to strengthen
mutual communication and capital market cooperation,
as well as to encourage more Shaanxi-based
enterprises to list in Hong Kong.

As of the end of September 2019, a total of 12 Shaanxi-
based companies have listed on HKEX, raising HK$16
billion, and with a total market value of HK$31 billion.
With the signing of the MOU, HKEX and Shaanxi
Province will further strengthen cooperation to facilitate
listings of Shaanxi-based enterprises in Hong Kong.
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Source Ej&:
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Hong Kong Exchanges and Clearing Limited
Enhances Guidance for Overseas Companies
Seeking to List in Hong Kong

On October 29, 2019, the Stock Exchange of Hong Kong
Limited (the Exchange) and Hong Kong Securities
Clearing Company Limited (HKSCC), both wholly-
owned subsidiaries of Hong Kong Exchanges and
Clearing Limited (HKEX), announced enhancements to
guidance materials for overseas companies seeking to
listin Hong Kong.

e The Exchange has published alternative
procedures for U.S. ‘Domestic Issuers’ within
the meaning of the U.S. Securities Act with an
offering of a security subject to Regulation S.

e The Exchange has published standardised
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template for first movers from jurisdictions new
to listing in Hong Kong.

e HKEX has introduced the following materials:
Simplified Central Clearing and Settlement
System (CCASS), operated by HKSCC, related
information and revised CCASS admission
forms available on HKEX website; and
Frequently Asked Questions with respect to
CCASS services, shareholding structure within
CCASS and CCASS admission criteria.
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Hong Kong Exchanges and Clearing Limited Signs
Memorandum of Understanding with SMM
Information & Technology Co Ltd

On October 31, 2019, Hong Kong Exchanges and
Clearing Limited announced that it has signed a
Memorandum of Understanding (MOU) with Chinese
metals market data provider SMM Information &
Technology Co., Ltd. to establish a strategic partnership
in the commodities business. The MOU also seeks to
promote mutual business development in the financial
and commodities markets, with the aim of raising the
international influence of Mainland China’s commodities
prices.
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Financial Conduct Authority of the United Kingdom
Confirms Help for Mortgage Prisoners

On October 28, 2019, the Financial Conduct Authority
(FCA) of the United Kingdom has confirmed that it has
removed barriers that stop some mortgage customers
from finding a cheaper mortgage deal. The new rules
allow lenders to use a different and more proportionate
affordability assessment for customers who meet certain
criteria.

The FCA has also confirmed that customers of inactive
lenders and firms not authorized for mortgage lending
(who are unregulated) will have to be contacted and told
that it has become simpler and easier for them to switch
to another lender.

The FCA wants customers to benefit from these
changes as soon as possible so the new rules are
coming into force immediately.
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Source 3k;&: fca.org.uk/news/press-releases/fca-confirms-
help-mortgage-prisoners

European Union Grants Brexit Delay to United
Kingdom

On October 30, 2019, the European Union (EU) and the
United Kingdom (UK) have agreed to extend the date for
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the UK’s departure from the EU to January 31, 2020. As
a result, firms do not need to take action to implement
Brexit contingency plans for October 31, 2019.

The Financial Conduct Authority (FCA) of the UK will be
extending the date by which firms and funds should
notify it for entry into the temporary permissions regime
to January 30, 2020. Fund managers will have until
January 15, 2020 to inform the FCA if they want to make
changes to their existing notification.
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Australian Securities and Investments Commission
Extends Relief for Portfolio Holdings Disclosure

On October 29, 2019, the Australian Securities and
Investments Commission announced to defer the first
reporting day for portfolio holdings disclosure from 31
December 31, 2019 to December 31, 2020.

This will allow further time for Government to develop
and make the regulations. It also provides industry in
particular superannuation trustees with certainty about
the commencement date and time to finalize their
reporting processes and disclosures.
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Source 3&;E:asic.gov.au/about-asic/news-centre/find-a-
media-release/2019-releases/19-295mr-asic-extends-relief-
for-portfolio-holdings-disclosure

People’s Bank of China and State Administration for
Market Regulation Jointly Incorporate Fintech
Products into the National Certification System

On October 29, 2019, to implement the important spirit
of “pushing for the establishment of a management
system based on government supervision and led by
standards where corporate responsibilities are fulfilled”
raised at the executive meeting of the State Council the
People's Republic of China on August 28, 2019, the
People’s Bank of China and the State Administration for
Market Regulation jointly released an announcement to
incorporate fintech products into the unified national
certification system. By doing so, they seek to put
standards in place to continuously strengthen the safety
and quality management of fintech, guard against the
transmission of risks caused by quality deficiencies of
fintech products to the financial sector, and better enable
fintech to be innovative while promoting good
governance and comprehensive management.
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Shenzhen Stock Exchange Answers Questions from
Reporters about Amendments to Format of
Announcement on Equity Pledge by Shareholders of
Listed Companies

On October 25, 2019, the Shenzhen Stock Exchange
(SZSE) amended and issued the Format of
Announcement on Equity Pledge (Freeze, Auction, etc.)
by Shareholders of Listed Companies (Pledge
Announcement). SZSE answered the questions from
reporters based on the background and contents of the
amendments to the Pledge Announcement.

What is the background of the amendments to the
Pledge Announcement?

In the early stage, due to various internal and external
factors, the risk of stock pledge has drawn market
attention. As various bail-out projects have been phased
in and played a role, the risk of stock pledge was
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generally mitigated. However, in view of the excessive
credit expansion by shareholders, especially high-
proportion pledge financing by controlling shareholders
of some listed companies, it is necessary to improve the
market-oriented binding mechanism which manages
stock pledge at both the supply and demand sides, and
take targeted measures from the capital demand end
(namely shareholders of listed companies), in a bid to
further regulate stock pledge.

In order to implement the plans put forward at the
symposium on comprehensively deepening capital
market reform held by China Securities Regulatory
Commission and effectively mitigate risks in stock
pledge and other key areas, SZSE, after conducting
sufficient market surveys and listening to opinions of all
parties, played its role as the regulator of information
disclosure and revised the Pledge Announcement. The
amendments were made to improve the information
disclosure rules of stock pledge, in an effort to
standardize information disclosure of stock pledge by
shareholders, urge listed companies and major
shareholders to hold the “Four Bottom Lines” (bottom
line of not disclosing false information, not engaging in
insider trading, not manipulating stock prices, and not
damaging the interests of listed companies) and adhere
to the “Four Awes” (awe of the market, rule of law,
professions, and risks), and maintain the stable
operation of the capital market.

What are the main idea and contents of the
amendments to the Pledge Announcement?

The amended Pledge Announcement centers on
information disclosure and is oriented to the needs of
investors, which is committed to improving the
effectiveness and pertinence of information disclosure.
On the one hand, the hierarchical and differentiated
information disclosure system has been improved.
Different disclosure requirements have been proposed,
which are tailored to the controlling shareholders’
different pledge proportions, thus strengthening
restriction on high-proportion pledge by controlling
shareholders; on the other hand, efforts have been
made in clearly defining the principles and application
scenarios of information disclosure, refining the
disclosure requirements of relevant elements of equity
pledge, deepening the mechanism for risk reveal and
warning, and intensifying “third-party” verification.
Through sufficient information disclosure, the rights of
funders, investors and other parties concerned to be
informed are further safeguarded, and their capabilities
of identifying and supervising risks in stock pledge are
enhanced.

Specific amendments include the following four aspects:

First, setting up a hierarchical mechanism for pledge
risks and increasing the information disclosure

requirements for high-proportion pledge. In the
amendments, the pledge proportion of the controlling
shareholder or the largest shareholder (controlling
shareholder) is used as the standard to classify the
pledge risk, and differentiated information disclosure
requirements are formed at different hierarchies, so as
to disclose risks in a targeted manner. If the pledge
proportion of the controlling shareholder exceeds 50%,
the repayment plan within a certain period as the pledge
falls due, the source of repayment funds, whether there
is encroachment of the company’s interests, and impact
on the production and operation, corporate governance,
and fulflment of the obligation to compensate
performance of listed companies shall be disclosed, and
the pledge financing funds of shareholders is
encouraged to be used preferentially to meet the
relevant needs regarding main businesses of listed
companies; if the pledge proportion of the controlling
shareholder exceeds 80%, other information concerning
the specific use of pledge financing, shareholders’ credit
position, reasons and necessity for high-proportion
pledge, and transaction with listed companies shall be
disclosed, so as to guide the controlling shareholder to
form the awe of risks, reasonably control the pledge
proportion, and handle the risks from the source.

Second, further clarifying the principles and application
scenarios of disclosure and continuing to regulate
information  disclosure by shareholders. First,
determining the principle of merging calculations for
persons acting in concert. The stock pledge of
shareholders of listed companies as well as their
persons acting in concert often has the characteristics of
“increasingly similar actions, risk linkage, and joint
disposal’. In view of this, the amendments have
incorporated shareholders of listed companies as well
as their persons acting in concert into the scope of
supervision and regulation. Second, defining the
disclosure criteria for the risk of closing a position. As
per the amendments, when shareholders and their
persons acting in concert have to sell or transfer more
than 5% of the stocks held by them in a listed company,
relevant shareholders’ ability to perform their duties and
to provide additional guarantees shall be disclosed, so
as to reveal the risk information to the full. Third, adding
disclosure requirements for freezing the equity.
Considering that the freezing of the equity of the
controlling shareholder or the largest shareholder as
well as their persons acting in concert may affect the
stability of the right of control over listed companies, the
amendments include three additional application
scenarios of disclosure, including the possible impact of
the large-scale freezing of equity of the controlling
shareholders on the right of control, and require
shareholders concerned to fully disclose overdue debts,
capital occupation, etc., as well as the impact on the
production and operation of listed companies. Further,
shareholders and their persons acting in concert
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intending to pledge equity may perform voluntary
disclosure prior to the pledge.

Third, detailing the use of equity pledge, performance
compensation obligations and other disclosure
requirements to fully protect the investors’ right to know.
The Pledge Announcement lists various potential uses
of pledge, requires shareholders to fully disclose the
restriction on sales and freeze of pledged and
unpledged shares held by them to ensure that sponsors
and investors totally understand and analyze the
potential risks of equity pledge, and clarifies the specific
disclosure requirements for equity pledge concerning
performance compensation obligations combining with
new regulations of M&As.

Fourth, increasing efforts to inspect controlling
shareholders’ risks on closing position by “the third
party”, and urge the parties to fulfill their duties. When
the controlling shareholder’s shares are closed or forced
to be transferred, a “third party” inspection mechanism
will be introduced, requiring the board of directors, the
board of supervisors, independent directors, sponsor
institutions and financial consultants in the continuous
supervision period to conduct inspections and to
comment on the risk of change in the de facto control or
the largest shareholder of listed companies, and on the
impact of listed companies’ production and operation,
corporate governance, the completion of performance
compensation obligations, etc., so as to strengthen the
responsibility of intermediary agency, urge all market
entities to fulfill their duties, and effectively protect the
legitimate rights and interests of listed companies and
small and medium shareholders.

After the amendments to the Pledge Announcement,
how to apply the disclosure requirements to the
existing equity pledge of shareholders?

The amendments are in compliance with the principles
of fully disclosing the pledge of additional equity strictly
according to the Pledge Announcement, and detailedly
disclosing the pledge of existing equity according to the
Pledge Announcement only when its pledge status
changes.

Does SZSE has any specific plans to defuse the
risks of equity pledge?

Defusing risks in key areas such as equity pledge is a
major task for comprehensively deepening the capital
market reform. In recent years, SZSE has continued to
improve its basic systems, actively use the market-
oriented mechanism to help resolve equity pledge risks
through connection and coordination, publicity and
guidance, and support for problem resolution. As of
October 15, 2019, the market value of SZSE’s equity
pledged was down 20.12% from the beginning of the
year, and the number of companies with more than 80%

of equity pledged by the largest shareholder decreased
by 68 from the beginning of the year. The risk of closing
position for equity pledge has been eased to some
extent, but the scale of equity pledge and the risk from
high proportion of pledge by controlling shareholders are
still worthy of attention.

SZSE has taken suggestions of various parties into
consideration, adhered to the principles of marketization
and legalization, accurately identified problems and
adopted  practicable  solutions, started  from
strengthening the management of supply and demand
of financial institutions and major shareholders, and
urged securities companies and other financial
institutions to optimize and adjust the positioning of
equity pledge business, focus on credit risk
management, enhance internal control mechanism,
study and improve the self-restraint mechanism of listed
companies and controlling shareholders, and
concentrate on controlling the risk of pledging increased
equity; SZSE has improved the basic systems including
those concerning equity transfer, M&As, and refinancing
to better provide policy support and help defuse the risk
of existing equity pledge.

Furthermore, the Shanghai Stock Exchange has also
revised the “No. 46 Guidelines for Formats of Provisional
Announcements -- Announcements on Shares Pledge
(Freezing, Pledge Termination and Unfreezing) of Listed

Companies”.
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Shenzhen Stock Exchange Answers Questions from
Reporters about Amendments to Industry
Information Disclosure Guidelines

On October 27, 2019, the Shenzhen Stock Exchange
(SZSE) completed the adaptability assessment of
industry information disclosure guidelines on all fronts,
of which 18 guidelines have been amended and taken
effect. SZSE answered the questions of reporters with
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respect to the amendments to industry information
disclosure guidelines.

SZSE's industry information disclosure guideline
system

SZSE has been continuously and steadily advancing
regulation by industries since 2011. In early 2013, it
firstly released information disclosure guidelines for film
and TV and medicine on ChiNext Board, standardizing
and refining industry-specific information disclosure
requirements. On the basis of pilot implementation on
ChiNext Board and through continuously summarizing
regulatory experience and industry characteristics,
SZSE has successively published 22 information
disclosure guidelines for emerging industries and some
traditional industries with prominent characteristics and
gradually established two industry information
disclosure guideline systems. Firstly, the guidelines for
ten emerging industries on ChiNext Board cover film and
TV, drug and biological product, photovoltaic industry
chain, energy conservation and environmental
protection service, Internet game, Internet video, e-
commerce, Internet marketing, LED industry chain and
medical device. Secondly, the guidelines for 12
industries on SZSE cover livestock and poultry
aquaculture, solid mineral resource, real estate, seed
industry and planting, engineering machinery,
decoration, civil engineering, retail, express delivery
service, civil explosion, jewelry, and software and
information technology service.

The implementation status of industry information
disclosure guidelines

SZSE has assessed the implementation adaptability of
22 industry guidelines. The assessment showed that
industry guidelines have been well implemented on the
whole. About 90% companies have disclosed industry
information according to guidelines, most companies
have disclosed information in a full and accurate manner
and conducted thorough analysis, with information
disclosure  becoming more  transparent  and
understandable, and the guideline implementation has
met  expectations.  Firstly, increasing market
transparency. Industry guidelines have enriched non-
financial information disclosure contents (such as
business model and technical level). They can help
investors deeply understand companies and better
understand and see through listed companies and
promote market perception of emerging industries.
Secondly, making disclosure more convenient. The
opinions of institutional investors were fully solicited for
the formulation of guidelines. More information of their
concern was increased. This practice not only cut the
cost of communication between companies and them
but also reduced on-site survey frequencies and
improved information disclosure fairness. Thirdly,
raising regulation efficiency. Industry guidelines are an

important foundation and way to carry out industry
regulation. They can help regulatory personnel grasp the
nature of corporate business, identify major risks and
make regulation better targeted and more effective.

It is also found in comprehensive assessment that the
disclosure by a few companies was too brief and general
and guidelines were implemented incompletely or
perfunctorily, which was arising from deviation in
understanding provisions and difficulty in implementing
particular provisions and indicated weak awareness and
initiative of industry information disclosure. Industry
information is an important basis for investors to judge
the value and risk of listed companies. Full disclosure of
industry information is helpful to enhance corporate
reputation and image, strengthen communication with
investors, and facilitate the discovery of corporate
market value.

The main revisions to industry guidelines

SZSE has amended and issued 18 industry guidelines
in total, ten for industries listed on ChiNext Board and
eight for industries listed on SZSE. Specifically, they
have the following four characteristics:

Firstly, adhering to the market-oriented and law-based
principles and making rules more adaptable. With the
rapid development of the market, laws, policies,
business models and operation characteristics have
changed greatly. Some provisions are no longer
applicable to the status quo of industry development.
Therefore, guidelines should be adjusted.

Secondly, upholding the concept of boosting
development via regulation and refining some provisions.

Thirdly, balancing information disclosure effect and cost
to reduce burden on enterprises. Some provisions
whose implementation is costly and implementation
effect is not good and that is of low usefulness to
decision-making were deleted or adjusted. The
understandability of disclosure contents was highlighted.

Fourthly, making information disclosure deeper and
more accurate and highlighting the disclosure
requirements for key industry information and risk
matters. Relevant provisions were improved based on
industrial development trends, new cases and problems
arising in market and regulatory practice.

SZSE's action to make the industry information
disclosure guidelines more effective

SZSE will prioritize both regulation and service, perform
the first-line regulatory responsibilities, continuously
improve the supply of rules and policies, improve the
service efficiency, guide and urge the implementation of
these guidelines, and help listed companies achieve
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high-quality development. Firstly, by means of Board
secretary training, regular report training and issuance
of exemplary annual reports, SZSE will guide the listed
companies to attach importance to these guidelines,
accurately understand their requirements and improve
the quality of information disclosure. Secondly, SZSE
will continue to follow up the implementation of these
guidelines, and in case of inadequate implementation,
will urge the listed companies to strengthen disclosure
by taking measures such as strengthening inquiry and
calling for supplementary disclosure. Thirdly, based on
market development and the new changes in the
industrial structure, and by learning the in-depth
characteristics of the industry and summarizing
regulatory experience, SZSE will continue to promote
the disclosure rules system for the industry, and improve
the fundamental systems of the capital market.
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Shenzhen Stock Exchange Releases Guidelines on
Interim Information Disclosure of Asset-Backed
Securities to Improve |Institutional System and
Promote Normative Development of the Market

On November 1, 2019, the Shenzhen Stock Exchange
(SZSE) released the Guidelines of Shenzhen Stock
Exchange on Information Disclosure of Interim Reports
on Asset-Backed Securities (Guidelines).

The Guidelines has seven chapters consisting of 32
articles, including such chapters as General Provisions,
Significant Events, Circular Buying, Holders’ Meeting,
Information Disclosure on Other Events, Self-discipline
Regulation and Supplementary Provisions, and provides
the templates for announcement of 25 types of interim
reports in the annex, realizing effective connection to the
Information  Disclosure  Guidelines  for  Asset
Securitization Business of Securities Companies and
Subsidiaries of Fund Management Companies
(Information Disclosure Guidelines) issued by the China
Securities Regulatory Commission. The main content of
the Guidelines includes:

First, defining the responsibilities of information
disclosers. The Guidelines clearly designates managers
and credit rating agencies as direct obligors for
information disclosure, and on the basis of CSRC’s
Information Disclosure Guidelines, the Guidelines states
that important providers of cash flow of underlying
assets, asset appraisal agencies, cash flow forecast
agencies and regulating banks are subjects who have
the obligation to promptly provide relevant information to
obligors for information disclosure.

Second, refining information disclosure requirements for
significant events. The Guidelines has refined Article 19
Significant Events in CSRC’s Information Disclosure
Guidelines, and added some significant events that are
required to be disclosed, including changes in main
provisions of special plan documents, failure to fulfill
commitments, changes in ownership of underlying
assets, attachment or freezing of relevant account and
important adverse reports in the market.

Third, laying down procedural requirements for
significant events. The Guidelines has further defined
convening process of asset-backed securities holders’
meeting, resolution methods and announcement types,
and requires the holders’ meeting to be witnessed by a
lawyer. The Guidelines also requires relevant
announcements to be promptly released before and
after circular buying, suspension or resumption of
trading and execution of cum rights articles, so as to
effectively protect investors’ rights and interests.

SZSE will ensure the implementation of rules, further
improve the effectiveness and normalization of

disclosure of information on asset-backed securities and
promote high-quality development of the market.
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Shenzhen Stock Exchange Issues Information
Disclosure Guidance for Employee Stock
Ownership Plan

On November 3, 2019, Shenzhen Stock Exchange
(SZSE) issued the Guidance No. 4 of Shenzhen Stock
Exchange on Information Disclosure by Listed
Companies — Employee Stock Ownership Plans (ESOP)
(Guidance). It is the latest progress made by SZSE in
comprehensively streamlining and integrating the
system of self-discipline rules and consolidating the
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basic regulations of the capital market, and also an
important measure to improve the quality of listed
companies and release the vitality of market players.

Dealing with new situations and new problems, and
shoring up weaknesses

The Guidance has strengthened the disclosure of
information about source of funds, source of shares,
involvement of relevant parties in employee stock
ownership, and management mechanisms in stock
ownership platforms, aiming to fully reveal risks and
prevent rule-breaking operations.

Focusing on effective information, and doing
subtraction in a moderate, orderly way

The Guidance, with investors’ demand as the orientation,

is committed to improving the pertinence and
effectiveness of information disclosure and alleviating
the burden on listed companies. First, the Guidance has
deleted the information disclosure requirements with
high execution cost and low decision usefulness.
Second, the Guidance has deleted repeated content
involving substantive provisions in the former
Memorandum and upper regulations, so as to focus on
normalizing information disclosure. Third, the Guidance
no longer requires listed companies to disclose ESOP
abstract to reduce information redundancy.

Carrying out comprehensive integration and
improving “whole-chain” information disclosure

The Guidance has refined information disclosure
requirements on all links. For the preparation link, the
Guidance requires listed companies to release prompt
announcements in accordance with the principle of free
will and strengthen insider information management. For
the review link, the Guidance has defined avoidance
situations in board meeting and shareholders’ meeting.
For the implementation link, the Guidance has laid down
arrangements during the purchase period of underlying
stocks, six months before the purchase is completed or
the expiry, stock holding upon expiry, etc. and has
distinguished applicable disclosure requirements for
share changes and equity changes. For the termination
link, the Guidance has required disclosure of information
on all shares held in the company after the
underweighting of ESOP is completed. The Guidance
has also refined relevant requirements on disclosure of
legal opinions and urges intermediaries to fulfill their
responsibilities conscientiously.
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Shenzhen Stock Exchange Releases Four Industry
Information Disclosure Guidelines

On November 3, 2019, Shenzhen Stock Exchange
(SZSE) has formulated and released four industry
information disclosure guidelines for the industries of
industrial robotics, integrated circuits, lithium batteries
and non-metallic building materials.

For the industrial robotics industry, as the market is
generally concerned about companies’ product
performance and application fields, the guidelines
require relevant companies to disclose key technical or
performance indicators that reflect the core
competitiveness of products, such as the technological
type of speed reducers, the category of industrial robots,
application field, function, etc.

For the integrated circuit industry, as the market focuses
more on companies’ independent R&D capability, the
guidelines require relevant companies to fully disclosure
information  that can reflect their product
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competitiveness and R&D and innovation capability,
including product type, application field, performance,
patented technology, R&D orientation, R&D personnel,

development status of new products or new process, etc.

The guidelines also specify the requirements for
disclosure by category based on the characteristics of
sub-industries such as integrated circuit design, wafer
fabrication and encapsulation testing.

For the lithium battery industry, the industrial chain links
of the industry, which has seen rapid growth with the
development of new energy and electronic industry,
include anode and cathode materials, diaphragm,
electrolyte, wunit cells, battery pack and battery
management system, relevant manufacturing
equipment, recycling, etc. and involve many technical
terms and technological concepts. Therefore, the
guidelines require relevant companies to fully disclose
industry situation, their market positions and key
technical or performance indicators of their main
products and business, and to promptly disclose the
impact of policy changes.

For the non-metallic building materials industry, as it is
closely related to factors like macroeconomic policy and
changes in the cost of upstream raw materials and fuel,
has cyclic, seasonal and regional features and have big
impact on the environment, the guidelines require
relevant companies to specify whether their business
conditions match the development of the industry based
on macroeconomic data, the raw materials and energy
of their main products and their supply and specific
measures on environmental protection and to promptly
disclosure environmental accidents.

SZSE will continue to uphold the “information disclosure-
based” regulation idea, upgrade basic regulations,
optimize the system of rules, enhance the enforcement
effect of industry guidelines and improve the information
disclosure quality of listed companies to lay a solid
foundation for the building of a law-based, transparent,
open, dynamic, resilient capital market.
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International Organization of Securities
Commissions Publishes Report Setting out
Governance of Key Over-the-Counter Derivatives
Data Elements

On October 9, 2019, the International Organization of
Securities Commissions (I0OSCO) published a report
which identifies key criteria, functions and bodies for the
governance arrangements for a set of critical data
elements for over-the-counter derivative transactions
reported to trade repositories.

The move aims to improve transparency, mitigate
systemic risk and prevent market abuse.

IOSCO recommend that jurisdictions take steps to
implement the relevant governance arrangements
across jurisdictions within three years from the
publication of the report.
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Canadian Securities Administrators Proposes
Changes to Auditor Oversight Rules

On October 3, 2019, the Canadian Securities
Administrators published for comment proposed
amendments to provide the Canadian Public
Accountability Board (CPAB) with improved ability to
perform audit inspections.

Under the proposed new securities requirements,
reporting issuers will be required to direct audit firms
who are not subject to CPAB oversight, but complete a
significant portion of audit work for a reporting issuer’s
audit, to enter into an agreement with CPAB to access
their files and inspect their work if such firms are not
prepared to provide access to CPAB voluntarily upon
request.

The comment period will close on January 2, 2020.
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Abu Dhabi Global Market Publishes Regulatory
Guidance for Application Programming Interfaces

On October 14, 2019, the Financial Services Regulatory
Authority (FSRA) of Abu Dhabi Global Market (ADGM)
issued its guidance on the development and use of
Application Programming Interfaces (APIs) in the ADGM.

The guidance sets out the FSRA's standards around the
design, documentation, security, data governance,
maintenance and use of APIs for firms setting up in or
operating from the ADGM, with the objective of
promoting the following:
e Interoperability: to promote the adoption of
globally recognized and accepted standards for
the sustainable growth of the digital economy;

e Resilience: to  promote internationally
recognized security and governance practices
to safeguard consumers and the integrity of the
financial services market;

e Innovation and collaboration: to drive and
encourage a culture of innovation and
collaboration amongst financial services firms
and technology ecosystems.
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Abu Dhabi Global Market Enters Partnership with
Toronto Finance International

On October 23, 2019, the Financial Services Regulatory
Authority of Abu Dhabi Global Market and Toronto
Finance International signed a Memorandum of
Understanding (MoU) to facilitate the increased
collaboration and efforts to bolster the growth of the
financial markets in Abu Dhabi and Toronto.

The MoU establishes a strategic platform for both

financial centers to share expertise and exchange
industry insights such as financial services legislation,
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regulatory frameworks, and best practices to better
serve the needs of stakeholders in each jurisdiction.
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U.S. Securities and Exchange Commission
Proposes Amendments to Modernize Shareholder
Proposal Rule

On November 5, 2019, the U.S. Securities and
Exchange Commission (SEC) proposed amendments to
modernize the rule that governs the process for
shareholder proposals to be included in a company’s
proxy statement.

The proposed amendments would update the criteria
that a shareholder must satisfy to be eligible to require a
company to include a proposal in its proxy statement. In
the proposed amendments, the SEC has maintained the
US$2,000 minimum ownership threshold. However, the
proposed amendments would require that a proponent
must have held the shares for at least three years in
order to demonstrate long-term investment in the
company.

The proposed amendments would also update the “one
proposal”’ rule to clarify that a single person may not
submit multiple proposals at the same shareholder’s
meeting on behalf of different shareholders.

The proposed amendments would update the levels of
shareholder support a proposal must receive to be
eligible for resubmission at the same company’s future
shareholder  meetings. Under the  proposed
amendments, for example, a proposal would need to
achieve support by at least 5 percent of the voting
shareholders in its first submission in order to be eligible
for resubmission in the following three years. Proposals
submitted two and three times in the prior five years
would need to achieve 15 percent and 25 percent
support, respectively, in order to be eligible for
resubmission in the following three years.

The public comment period will remain open for 60 days
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Source 3kj&: sec.gov/news/press-release/2019-232

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