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China Greenlights Majority Shares for Foreign Firms
in Insurance Joint Ventures

On December 7, 2019, the China Banking and
Insurance Regulatory Commission (CBIRC) announced
to stretch the limit of foreign shares in joint-venture life
insurance companies to 51 percent, paving the way for
scraping the limit next year.

The revised version also eliminated requirements on
foreign insurance firms to have set up representative
offices for two years in China and have stayed in
operation in insurance for 30 years before they enter the
Chinese market.

Branches of foreign-invested insurance firms are subject
to the same set of rules as Chinese ones.

The CBIRC pledged to improve oversight and risk
management capacity for further opening-up.
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The Stock Exchange of Hong Kong Limited Seeks
Views on Review of Listing Regime for Debt Issues
to Professional Investors Only

On December 6, 2019, the Stock Exchange of Hong
Kong Limited (Exchange) announced the publication of
a consultation paper seeking feedback on its proposals
to review and enhance the Exchange’s listing regime for
debt issues to professional investors only.

Since 2011, Chapter 37 of the Listing Rules (Chapter 37)
has been offering an expedient and streamlined listing
process for debt issues to professional investors only.

In light of market developments over the last few years,
the Exchange is putting forward a number of proposals
for market consultation that seek to balance the need to
safeguard investors whilst maintaining an effective and
appropriate listing platform for the continued
development of the bond market in Hong Kong.

Key proposals:
e Raising the existing issuer’'s minimum net assets
requirement from HK$100 million to HK$1 billion;

Introducing a minimum issuance size of HK$100
million;

e Requiring issuers to state explicitly in the listing
document the intended investor market in Hong
Kong are professional investors only;

e Requiring publication of listing documents on the
Exchange’s website on the listing date;

e Disclosure guidance on certain special features in
Chapter 37 debt securities and other disclosure-
related matters; and

e Introducing other Rules amendments to enhance
the regulatory oversight over issuers and guarantors’
in terms of their continuing obligations.

The deadline for responding to the consultation paper is
February 7, 2020.
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Hong Kong Privacy Commissioner for Personal Data
Publishes Investigation Report on TransUnion
Limited Data Breach Incident

On December 9, 2019, the Privacy Commissioner for
Personal Data, Hong Kong (Privacy Commissioner) Mr
Stephen Kai-yi WONG published an investigation report
on the data breach incident of a local newspaper being
able to pass through the online authentication
procedures of TransUnion Limited (TransUnion) and
obtain the credit reports of a number of public figures
(the Incident).

The Privacy Commissioner found TransUnion
contravened the principle under the Personal Data
(Privacy) Ordinance relating to data security in respect
of its online authentication procedures in that it failed to

take all practicable steps to ensure that the personal
data held was protected against unauthorized or
accidental access or use on the grounds that:
e an exact match of the full name and date of birth
inputted by an individual against the records of
TransUnion’s database was not required;

e the knowledge-based authentication used (a)
questions that asked about the age range and
Chinese zodiac sign of the individuals instead of
unigue dealings with TransUnion, and (b)
outdated answers that could be easily screened
out;

e access through other websites / mobile
application was not blocked after an individual
failed the authentication procedures on one
website / mobile application; and

e two-factor authentication was not applied to all
applications.

The Privacy Commissioner made the following five
recommendations to TransUnion:
e Devise privacy-friendly default setting
Transfer of credit data to TransUnion’s partners
should not be a default setting and less privacy-
intrusive alternatives should be chosen.

e Offer individuals a choice of the types of data to
be transferred
An individual may not know the exact extent of
data that would be transferred when he is asked
to consent to the transfer of credit data from
TransUnion to the partners concerned.
TransUnion is therefore recommended to list the
data and give the individual a choice on the data
to be transferred to the partners.

e Exercise control over partners which receive
personal data from TransUnion
TransUnion is recommended to conduct audit
no less than once a year to ensure the level of
data protection afforded by the partners is
adequate.

e Conduct periodic review of online authentication
procedures
Periodic reviews with the aim to identifying and
fixing loopholes as well as improving the
authentication procedures (including assessing
the appropriateness of using biometric
authentication) in view of technology
advancements should be conducted by in-
house and / or third party experts.

e Allow individuals to access credit reports at a
lower cost
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The fee charged by TransUnion appeared on
the high side compared with that of other
jurisdictions, considering the magnitude of the
demand, and the comparable fees charged or
not charged in other jurisdictions. TransUnion is
recommended to review its fee structure and
offer individuals an option to obtain a copy of the
credit report with no provision of other auxiliary
services at a lower fee.
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Hong Kong Monetary Authority Issues Circular on
Managing ML/TF Risks Associated with Virtual
Assets and Virtual Asset Service Providers

On December 16, 2019, the Hong Kong Monetary
Authority (HKMA) issues a circular on managing ML/TF
risks associated with virtual assets (VAs) and virtual
asset service providers (VASPs) (for Authorized
Institutions (Als)).

The HKMA provides guidance to Als in relation to recent
updates by the Financial Action Task Force (FATF) to its
Recommendation 15, which clarify the businesses and
activities that the FATF requirements apply in the case
of VAs and VASPs.

Following the risk-based approach, when Als establish
and maintain business relationships with VASPs,
appropriate risk assessments should be conducted to
differentiate the risks of individual VASPs, recognizing
that there is no “one-size fits-all”. Depending on the
nature of relationship, Als may undertake additional
customer due diligence measures, including the
collection of sufficient information to adequately
understand the nature of the VASP’s business;
determining from publicly available information whether
the VASP are licensed or registered, and subject to
AML/CFT supervision; and assessing the AML/CFT
controls of the VASP as appropriate. The extent of
customer due diligence measures should be
commensurate with the assessed ML/TF risks of the
VASP.

In line with the FATF standards, before an Al offers any
new banking or investment products relating to VAs, it
should undertake ML/TF risk assessment and take
appropriate measures to manage and mitigate the
identified risks in accordance with applicable legal and
regulatory requirements including paragraph 2.11 of the
Guideline on Anti-Money Laundering and Counter
Financing of Terrorism (For Authorized Institutions).
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The HKMA will continue to participate in international
discussions on this fast evolving subject matter and
share updates of FATF's work relating to VAs and
VASPs with the banking sector from time to time. Als
should keep abreast of international and local
developments to maintain an up-to-date understanding
of risks, and apply a risk-based approach that supports
responsible financial innovation as well as effective
ML/TF risk management.

The HKMA also issued a similar circular for stored value
facility licensees.
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Australian Securities and Investments Commission
Consults on Guidance for the New Product Design
and Distribution Obligations

On December 19, 2019, the Australian Securities and
Investments Commission (ASIC) initiated consultation
on draft guidance for the new financial product design
and distribution obligations. The new obligations come
into effect in April 2021.

The obligations require financial product firms to develop
products that meet the needs of the consumers in their
intended target market.

ASIC seeks public input on the consultation documents
by March 11, 2020.
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Source Ej&:
https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2019-releases/19-369mr-asic-consults-on-guidance-
for-the-new-product-design-and-distribution-obligations

Australian Securities and Investments Commission
Bans Unfair Cold Call Sales of Direct Life Insurance
and Consumer Credit Insurance

On December 4, 2019, the Australian Securities and
Investments Commission (ASIC) announced the
implementation of a ban on unsolicited ‘cold call
telephone sales of direct life insurance and consumer
credit insurance.

The ban will address poor sales practices that have led
to unfair consumer outcomes. It will take effect from
January 13, 2020.

ASIC will intervene to stop practices that lead to poor
consumer outcomes and destroy trust in the financial
system.
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Source 3jE:
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Australian Securities and Investments Commission
Updates Responsible Lending Guidance

On December 9, 2019, the Australian Securities and
Investments Commission (ASIC) updated guidance on
the responsible lending obligations.

The changes include:

e A stronger focus on the legislative purpose of the
obligations - to reduce the incidence of consumers
being encouraged to take on unsuitable levels of
credit, and ensure licensees obtain sufficient reliable
and up-to-date information about the consumer’s
financial situation, requirements and objectives to
enable them to assess whether a particular loan is
unsuitable for the particular consumer.

¢ More guidance to illustrate where a licensee might
undertake more, or less, detailed inquiries and
verification steps based on different consumer
circumstances and the type of credit that is being
sought.

e More detailed guidance about how spending
reductions may be considered as part of the
licensee’s consideration of the consumer’s financial
situation, requirements and objectives.

e Clarity about more complex situations for some
consumers - such as income from small business,
casual employees, new employees, the gig
economy, as well as joint and split liabilities and
expenses.
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Abu Dhabi Global Market Publishes Public
Consultation on Proposed Amendments to a
Various ADGM Commercial Legislation

On December 5, 2019, Abu Dhabi Global Market
(ADGM) published a public consultation paper on its
proposed amendments to the following: Companies
Regulations 2015, Foundations Regulations 2017,
Limited Liability Partnership Regulations 2015, Limited
Liability Partnership Rules 2015 and Beneficial
Ownership Regulations 2018.

ADGM is proposing various changes to its legislation

including, but not limited to:

e Abolishing the requirement to issue paper
certificates & licenses

e Amending the definition of ‘members of the same
family’ in the Companies Regulations

e Changing the name of “Annual Returns” to be
“Confirmation Statements”

e Aligning the Beneficial Ownership Regulations with
the federal cabinet resolution concerning Anti-
Money Laundering, Counter Terrorism Financing
and Financing of Illegal Organizations.

The objectives of the amendments are to improve
efficiency in serving ADGM clients and to allow more
flexibility to family offices wishing to utilize restricted
scope companies in ADGM. These changes will also
ensure that the ADGM commercial legislation is up to

5
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date with the international best practices as well as the
mandatory onshore anti-money laundry legislation.

The deadline for providing comments on this proposal is
January 18, 2020.

BT A 3L Eb B P Rl o Ot B T R b S SR Y B WS T AR R
AR

2019 £ 12 B 5 H, [MAAfLLLER&FF /0 (ADGM) £ F
T ARBIEEI, BREN—RIGENNEIE
1T (2015 EATEHY . (2017 EELSEH) |
(2015 EEMRFTAESIKEBIY . (2015 FERFAEEK
EMEY F1 (2018 EFZFABENER) .

ADGM B KA TR MMELT, BIRERRT:

o BURERAKFULBMIFTIEANER

o BB AREEHG) PRE-REMRRHIEX

o BHEERKMBREN N FIAFR
fE (SRMAENER) SBFIEHRTRER, K
TR A AEE ARG A A B FBAVRIRTF— B

EERNEMNZRERS ADCM BFAHE, FAFE
7= ADGM HfE B RRSEE A SN RGN A ERHE R
RoAM. XEFIERKHR ADGM @AM S &#HE Fr
REKE MG MR £ REBENRFRL

Xttt BRIGR B A ELE B ¥ 2020 F 1 B 18 H.

Source FK&:
https://www.adgm.com/media/announcements/adgm-
publishes-public-consultation-on-proposed-amendments-to-
commercial-legislation

China Further Improves Environment for Foreign
Investment

On December 12, 2019, the draft Regulation on
Implementing the Foreign Investment Law (Regulation)
of the People's Republic of China was approved by at
the China State Council's executive meeting. The
Regulation specifies and clarifies matters in the form of
administrative regulation and will be implemented along
with the Foreign Investment Law starting January 1,
2020.

The Regulation specifies measures to facilitate and
protect foreign investment, to better address foreign
investors' concerns and promote opening-up at a higher
level. The Regulation requires equal treatment of
domestic and foreign businesses regarding government
funding, land supply and tax and fee cuts. Forced
technology transfer requirements, either through
administrative license or penalty, or in disguised forms,

on foreign investors and foreign companies are
prohibited.

According to the Regulation, investors from Hong Kong
and Macao should refer to the Foreign Investment Law
and the Regulation when investing in the mainland.

For investment in the mainland made by investors from
Taiwan, the Law on the Protection of Investment by
Taiwan Compatriots and its implementing regulation
should be applied and matters not covered should be
addressed by reference to the Foreign Investment Law
and the implementing regulation.
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Eurex Exchange Enhances European ETF
Ecosystem with New Product

On December 9, 2019, Eurex Exchange (Eurex)
launched EUR-denominated fixed income ETF options.
The launch is expected to be well supported as Eurex
responds to strong end client demand from across the
institutional investor base both in Europe and globally.

It is the first time that investors will have access to
options on Euro investment grade and high yield ETFs
worldwide which provide access to a new tool that is
more representative of cash bond markets for hedging
risks and taking tactical positions.

Eurex said that this gives clients access to a developing
liquidity pool and offering a listed alternative that
replicates OTC risk profiles.
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United Kingdom Financial Regulators Publish
Consultation Papers on Building Operational
Resilience

On December 5, 2019, Bank of England, Prudential
Regulation Authority and Financial Conduct Authority of
the United Kingdom published joint consultation papers
on new requirements to strengthen operational
resilience in the financial services sector.

Under the proposals, firms and Financial Market

Infrastructures would be expected to:

e identify their important business services that if
disrupted could cause harm to consumers or market
integrity, threaten the viability of firms or cause
instability in the financial system;

e set impact tolerances for each important business
service, which would quantify the maximum
tolerable level of disruption they would tolerate;

o identify and document the people, processes,
technology, facilities and information that support
their important business services;

e take actions to be able to remain within their impact
tolerances through a range of severe but plausible
disruption scenarios.

The consultation period closes on April 3, 2020.
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Hong Kong Exchanges and Clearing Limited to
Enhance Pre-opening Session and Volatility Control
Mechanism in its Securities Market

On December 13, 2019, Hong Kong Exchanges and
Clearing Limited (HKEX) published its consultation
conclusions on the proposed enhancements to the Pre-
Opening Session (POS) and Volatility Control
Mechanism (VCM) in its securities market.

Having carefully considered the responses, HKEX
concluded that there is substantial market support for
the proposed enhancements of POS and VCM in
HKEX’s securities market. As such, HKEX will proceed
with the implementation of the two initiatives.

Final POS and VCM Models

The POS and VCM models to be adopted will be
substantially the same as proposed in the consultation
paper, with fine-tuning of some features based on
market feedback. The fine-tuning includes the following:

POS model features updated to reflect consultation
feedback

e Price limit; Instead of exempting stocks which are on
their ex-dates from the application of the £15 per
cent price limit as in the original proposal, the 15
per cent price limit (with reference to the adjusted
closing price) will also be applied for these stocks to
prevent excessive and unintended price volatility at
open; and

e Product coverage: Leveraged and Inverse Products
(L&I Products) will also be included in POS for better
price discovery and liquidity. Given L&l Products are
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also funds and they trade in similar ways as
Exchange Traded Funds (ETFs), it would be
appropriate to include L&l Products in both POS and
CAS (i.e. same as ETFs) for trading liquidity and
easier communication with investors. To avoid
confusion, L&l Products, which are currently not
included in CAS, will also be included to CAS when
the POS enhancements are implemented to
maintain consistency between the two auctions.

VCM model features updated to reflect consultation
feedback

e Maximum number of VCM triggers: After the initial
VCM expansion, the maximum number of VCM
triggers will be kept at ‘one time per trading session’,
so that the market has the opportunity to experience
and practice the handling of a VCM trigger first.
Multiple triggers for each trading session will be
implemented six months after the expansion,
subject to a brief review of market operations
following the VCM expansion; and

e Dissemination of VCM market data: Trigger
thresholds applicable for each VCM security will be
made available on HKEX website after the VCM
expansion.

Implementation

HKEX will roll out the two initiatives separately: VCM
enhancements will be rolled out first; and POS
enhancements will be rolled out later, after completing
the development and testing of relevant technical
changes. Adequate preparation lead-time will be given
to the market. The rollout of VCM enhancements is
tentatively set for the second quarter of 2020, and that
for POS enhancements is tentatively set for the second
half of 2020. The timing of both rollouts on Orion Trading
Platform - Securities Market (OTP-C) is subject to the
required rule amendments and market readiness.

Additional implementation details will be announced in
due course.
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HKMC Insurance Limited Introduces SME Financing
Guarantee Scheme - 90% Guarantee Product

On December 6, 2019, the HKMC Insurance Limited, a
wholly-owned subsidiary of The Hong Kong Mortgage
Corporation Limited, announced that the 90%
Guarantee Product under the SME Financing
Guarantee Scheme will be introduced. The 90%
Guarantee Product aims to provide additional support to
smaller-sized enterprises, businesses with relatively
less operating experience, as well as professionals
seeking to set up their own practices, to obtain financing.

A total of HK$33 billion will be guaranteed by the Hong
Kong Government for the 90% Guarantee Product. Each
eligible enterprise can obtain guarantee for term loans
up to HK$6 million, with a maximum guarantee period of
five years and the same guarantee fee rate as the
existing 80% Guarantee Product.

The application period will last until June 30, 2022.
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The Stock Exchange of Hong Kong Limited Issues
Announcement in Relation to the Cancellation of
Listing of China Huishan Dairy Holdings Company
Limited

On December 18, 2019, the Stock Exchange of Hong
Kong Limited (the Exchange) announced that with effect
from 9:00 am on December 23, 2019, the listing of the
shares of China Huishan Dairy Holdings Company
Limited (in Provisional Liquidation) (Company) (Stock
code: 6863) will be cancelled in accordance with the

delisting procedures under Practice Note 17 to the
Listing Rules (Delisting Procedures).

Dealings in the Company’s shares have been
suspended since March 24, 2017. On March 27, 2018,
the Listing Department placed the Company into the first
delisting stage under Practice Note 17 to the Listing
Rules as it was of the view that the Company did not
comply with the requirement to have sufficient
operations or assets under Rule 13.24.

On September 27, 2018 and May 3, 2019, the Exchange
placed the Company into the second delisting stage and
third delisting stage respectively. Before the expiry of the
third delisting stage of November 15, 2019, the
Company did not submit any resumption proposal.
Therefore, the Exchange has decided to cancel the
listing of the Company’s shares on the Exchange.

The Exchange has notified the Company of its obligation
under paragraph 3.1 of Practice Note 17 to issue an
announcement informing the public of the cancellation
of the Company’s 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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The Stock Exchange of Hong Kong Limited
Publishes ESG Guide Consultation Conclusions
and its ESG Disclosure Review Findings

On December 18, 2019, the Stock Exchange of Hong
Kong Limited (the Exchange) published conclusions to
its consultation on the ‘Review of the Environmental,
Social and Governance (ESG) Reporting Guide (ESG
Guide) and Related Listing Rules’ (ESG Consultation
Conclusions); and the findings of its latest review of
listed issuers’ ESG disclosures (ESG Disclosure
Review).

ESG Consultation Conclusions

The Exchange will implement the consultation proposals,
with modifications, reflecting comments received. The
changes will be effective for financial years commencing
on or after July 1, 2020.

Key changes to the ESG Guide and related Listing Rules
include:
¢ Introducing mandatory disclosure requirements
to include:
0 a board statement setting out the
board’s consideration of ESG matters;
o0 application of Reporting Principles
“materiality”, “quantitative” and
“consistency”; and
0 explanation of reporting boundaries of
ESG reports;

e Requiring disclosure of significant climate-
related issues which have impacted and may
impact the issuer;

¢ Amending the “Environmental” key performance
indicators (KPIs) to require disclosure of
relevant targets;

e Upgrading the disclosure obligation of all “Social”
KPIs to “comply or explain”; and

e Shortening the deadline for publication of ESG
reports to within five months after the financial
year-end.

ESG Disclosure Review

The Exchange reviewed ESG reports for the financial
year ended on 31 March, 30 June or 31 December 2018

from 400 randomly selected issuers (Sample Issuers).
The review provides insight and guidance to issuers on
the possible improvement areas on which to focus in
their approach to assessing ESG-related risks, and
when preparing ESG reports.

Key findings and recommendations of the ESG
Disclosure Review include:
e All Sample Issuers published an ESG report
within the timeframe set out in the Listing Rules.
A majority published their ESG reports on the
same day as their annual report (63 per cent).

e Two-thirds of Sample Issuers disclosed that a
materiality assessment had been undertaken,
some described the assessment in a more
detailed manner than others. The Exchange
emphasises the importance of materiality since
it is a fundamental element for a company to
assess ESG-related risks it faces.

e ESG reports from a majority of Sample Issuers
contained little or no description of board
involvement. It is important for boards to be
meaningfully involved in assessing and
addressing ESG-related risks.

e When an issuer is required to “comply or
explain”, only 3 per cent of such provisions were
“explained”. The high percentage of reports
adopting the “comply” option may suggest that
issuers have not properly determined what is
material to them, or that the “explain” option is
believed to be a less-preferable option. Issuers
are reminded that if a “comply or explain”
provision is immaterial to them, then an
explanation to that effect may well be
appropriate. “Explanation” is not a less preferred
or secondary option.
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The Listing Committee of The Stock Exchange of
Hong Kong Limited Censures Artini Holdings
Limited for Breaching the Listing Rules

On December 11, 2019, the Listing Committee of The
Stock Exchange of Hong Kong Limited (Listing
Committee)

CENSURES:
Artini Holdings Limited (Company) (Stock Code: 789)

for breaching Rules 13.46(2)(a) and 13.49(1) of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”) for its
delay in the publication of its annual results and report
for the year ended March 31, 2017.

FACTS

The Company’s financial year end is March 31. As such
the FY2016/17 Results and FY2016/17 Report were due
to be published on June 30, 2017 and July 31, 2017
respectively.

The auditors of the Company encountered difficulties in
auditing the Company'’s financial statements because
the Company did not keep proper and adequate
accounting records of its businesses in particular its “E-
Commerce Business” relating to the development and
sale of software applications, and “Agency Business”
relating to the Company’'s concurrent design
manufacturing of fashion accessories.

The Company published the FY2016/17 Results and
FY2016/17 Report on July 17, 2017 and August 16,
2017 respectively, a delay under the Listing Rules of 17
and 16 days.

LISTING COMMITTEE’S FINDINGS OF BREACH

The Listing Committee concluded as follows:

Company'’s breaches

The Listing Committee noted that the Company admitted
it had breached Rules 13.46(2)(a) and 13.49(1) by failing
to publish the FY2016/17 Results and Report within the
time prescribed by the Listing Rules.

Internal Control Deficiencies
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The Listing Committee found there were material
deficiencies in the Company’s internal controls at the
time which had led to its breaches of the Listing Rules:

(1) The Company did not maintain any or adequate
supporting documents or records to support its revenue
or expenditure of its businesses, in particular the “E-
Commerce business” and “Agency Business”;

(2) Such lack of or limited supporting information and
documents prevented the Company’s auditors from
carrying out satisfactory audit procedures to obtain
reasonable assurance regarding inter alia the
completeness, accuracy and/or occurrence of the

revenue and expenditures of the Company’s businesses.

This led to a disclaimer of opinion being expressed in the
Company’s FY2016/17 Results and Report and a delay
in the publication of the same; and

(3) The independent internal controls review
commissioned by the Company in February 2018
confirmed the significant number of internal controls
deficiencies inter alia in the Company's corporate
governance practice and financial reporting, revenue
and receipts and purchases and payments. These
deficiencies were classified by the internal control
consultant as high to medium risk.

REGULATORY CONCERN

The Listing Committee regards the breaches in this
matter as serious:

(1) The Listing Rules are designed to ensure that
investors have a continued confidence in the market and
that they are kept fully informed by the Company. In this
regard it is important that issuers publish their financial
information in accordance with the timeframe under the
Listing Rules.

(2) In this case, it was clearly inadequate for the
Company not to have sufficient documents and records
to support its transactions, revenue and expenses, to
ensure their completeness, accuracy and occurrence.
The deficiencies in this respect prevented the
Company’s auditors from expressing an opinion on
important financial information of the Group, which is
relevant to the shareholders’ and the public’s
assessment of the Company.

(3) It is important for the Company to review its internal
controls and risk management system and to follow up
on any matters or deficiencies identified. The reviews
must be made on an ongoing basis to ensure it is
adequate and effective and should also cover all the
material aspects, including financial, operational and
compliance controls. Such failure by the Company to
review raises serious concerns and demonstrates a
disregard for sound corporate governance.
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U.S. Securities and Exchange Commission Charges
Ericsson with Foreign Corrupt Practices Act
Violations

On December 6, 2019, the U.S. Securities and
Exchange Commission (SEC) announced that Sweden-
based Telefonaktiebolaget LM Ericsson (Ericsson) was
charged with engaging in a large-scale bribery scheme
involving the use of sham consultants to secretly funnel
money to government officials in multiple countries.

The SEC’s complaint alleges that from 2011 through
2017, Ericsson subsidiaries obtained business valued at
approximately $427 million by using third parties to bribe
officials in Saudi Arabia, China, and Djibouti. The
complaint also alleges that Ericsson’'s subsidiaries

further violated the Foreign Corrupt Practice Act (FCPA)
in Vietham, Indonesia and Kuwait, by maintaining slush
funds, using code names, and creating sham
transactions and invoices. The bribes netted Ericsson
hundreds of millions in profits.

To resolve these alleged violations of the FCPA and
charges from a parallel criminal investigation, Ericsson
has agreed to pay more than US$1 billion to the SEC
and the U.S. Department of Justice and to retain an
independent compliance monitor for at least three years.
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Source 3kjE: https://www.sec.gov/news/press-release/2019-
254

MetLife Inc. Pays US$10 Million to Settle U.S.
Securities and Exchange Commission's Charges for
Longstanding Internal Control Failures

On December 18, 2019, the U.S. Securities and
Exchange Commission (SEC) charged MetLife, Inc.
(MetLife) with violating the books and records and
internal accounting controls provisions of the federal
securities laws.

According to the SEC’s order, MetLife improperly
released reserves for annuity benefits, which resulted in
an increase in income. For over 25 years, MetLife's
practice was to presume annuitants had died or
otherwise would never be found if they did not respond
to only two mailing attempts made approximately five
and half years apart.

The SEC's order also finds that MetLife overstated

reserves and understated income relating to variable
annuity guarantees assumed by a MetLife subsidiary.
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Without admitting or denying the Commission’s findings,
MetLife has agreed to cease and desist from committing
or causing any future violations of these provisions and
to pay a civil penalty of US$10 million.
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Hong Kong Securities and Futures Commission
Bans W. Falcon Asset Management (Asia) Limited’s
Former Chairman for Life and Ex-CFO for Three
Years

On December 17, 2019, the Hong Kong Securities and
Futures Commission (SFC) has banned Mr Ang Wing
Fung (Ang), the former chairman of W. Falcon Asset
Management (Asia) Limited (Falcon), and its former
chief financial officer and company secretary Mr Chan
Kam Wah (Chan), from re-entering the industry for life
and three years, respectively, in connection with their
roles in window-dressing the liquid capital of Falcon.

Ang was the mastermind of the window-dressing
scheme and its operation was facilitated by Chan.

The disciplinary action against Ang and Chan follows the
SFC'’s revocation of the license of Falcon in February
2019 for window-dressing its liquid capital and other
failures. The SFC also found that Falcon provided the
SFC with false or misleading information in its license
application and financial returns between June 2014 and
June 2017. Ang also failed to notify the SFC of Falcon’s

insufficient liquid capital and his resignation as a director.

Under Ang’s scheme, Falcon’s month-end liquid capital
was window-dressed by including in its liquid capital

computation the amount of cheques he drew on certain
bank accounts, which were subsequently dishonored.
This practice was adopted from the time of Falcon's SFC
license application in June 2014. Had the amount of
these cheques issued by Ang been excluded, Falcon
would have been denied a license to carry on regulated
activities due to a liquid capital deficit at the time of its
license application and at each of the month-ends over
a three-year period.

Chan, who reported to Ang, had full access to various
bank accounts of which Ang was a signatory. As the
person in charge of accounting, he was fully aware of
the true financial condition of Falcon. He was also aware
that cheques signed by Ang would certainly be
dishonored upon presentation due to insufficient funds
in the bank accounts on which they were drawn and
closure of some of these accounts. But he continued to
take part in the window-dressing scheme to disguise
Falcon’s failure to maintain sufficient capital as required
for as long as possible.

Ang subsequently resigned from Falcon on October 23,
2017, but he failed to provide the SFC with written
notification of such resignation within seven business
days as required.

The SFC is of the view that the misconduct of Falcon
was a result of Ang and Chan’s consent or connivance,
or attributable to neglect on their part as members of
senior management, and should also be regarded as
misconduct on their part. Their failures cast serious
doubt on their ability to carry on regulated activities
competently and call into question their fitness and
properness to be licensed by the SFC.

In deciding the penalty, the SFC took into account all
relevant circumstances, including:

e the honesty and integrity of Ang and Chan have
been impugned;

e their egregious and serious misconduct caused
Falcon to damage investors’ and the public's
confidence in market integrity;

o their otherwise clean disciplinary record; and

e the need to prohibit them from the industry in
order to protect the investing public.
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Source &;&E: B ESGC RERT+HEERF HXE, BEHR, LESY
https:/iwww.sfc.hk/edistributionWeb/gateway/EN/news-and- zl_l_i%_ﬁ'ﬁﬁﬁﬁﬁ&hﬁid—ﬁﬁ MIEs I MRELSIEE,
announcements/news/doc?refNo=19PR118 EME ARTESENYNSBETIRBEIE, FBE27F
Hong Kong Securities and Futures Commission Aﬁkiﬂﬁd\iﬂ_j”{@ SIRGEANTIRM AR BT SR
Releases the Findings of its Survey on AL REAREL
Environmental, Social and Governance, Climate
Change and Asset Management Source Kif:

https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=19PR117
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Hong Kong Securities and Futures Commission
Concludes Consultation on Margin Requirements
for Non-centrally Cleared OTC Derivatives

On December 18, 2019, the Hong Kong Securities and
Futures Commission released consultation conclusions
on proposals to impose margin requirements for non-
centrally cleared over-the-counter (OTC) derivatives.

The proposals will be adopted with some amendments
and clarifications. A licensed corporation which is a
contracting party to a non-centrally cleared OTC
derivative transaction entered into with an authorized
institution, a licensed corporation or another defined
entity would be required to exchange margin with the
counterparty if the notional amount of their outstanding
non-centrally cleared OTC derivatives exceeds
specified thresholds.

Amendments to the Code of Conduct to effect the
changes will be gazetted in due course. The initial
margin requirements will be phased in starting from
September 1, 2020, which is also the date the variation
margin requirements will take effect.

BRIISRGESEREZRASRETREEGHINIE
TRARIESHMERFRERELE

2019 12 B 18 H, EBIIERPRESKUEEZRS (I
B2) BB IEh REH I 5MT4 T AR INARIEES I
E, RRIBEBLE.

IEERZEE—EEITHERR, BEXMBEREW.
FEANARE DITATT B2 5FINT G 5 —IFEIEE
HAtEEVMH TP REEZITET AR S, TRTT
Z B RTLEIFFREFEZINTE T RN R XEEEL
TR, IZFFRRE S N F AR RRILE

HELERERMIT (REN) EEOEBITEEEY
&I, FERIEESMERH 2020 £9 B 1 HE
ERES, MEHRIEEMEI G TE B AR,

Source % P :
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=19PR119

Shenzhen Stock Exchange Issues Business Rules
and Guidelines Regarding Stock Options

On December 7, 2019, Shenzhen Stock Exchange
(SZSE) issued the Rules Governing Pilot Stock Option
Transactions of Shenzhen Stock Exchange and other
nine rules, the Brokerage Business Guidelines
Governing Securities Companies on Pilot Stock Option
Transactions of Shenzhen Stock Exchange and other
three guidelines related to stock option business, which

took effect on the same day. It indicates that SZSE has
formed a sound stock option system with rich content
and clear layers, thus laying a solid institutional
foundation for SZSE to stably roll out option business,
which shall enhance risk prevention and control and
promote the healthy development of markets.

SZSE’s business rules and guidelines regarding stock
options are basis of the system that standardize the
operation of stock options, covering contract
management, transactions and option exercise, risk
control, transaction regulation, investor suitability
management, market maker management, and other
items, specifying portfolio strategies, portfolio option
exercise, market maker bilateral quotation, facilitation of
investor account opening, etc., setting principle rules for
block transactions, security margin and other aspects,
leaving space for future business innovation. The
formulation of business rules and guidelines regarding
stock options fully drew on the existing market
experience. Recently, SZSE has adjusted the
settlement mode of ETF transactions, making it easier
for investors to trade.

Next, SZSE will ensure the steady rollout of SZSE's
stock option business, promote the sound development
of the capital market, enhance the capability to serve the
real economy.

HRYINES 32 5 P & T B R AR X b 5N R 16 v

2019 FF 12 B 7 H, ®YNEFI 5P (RPN X0 5RE
AR SR E CRYNESR ZAREHNL L5
Y % 10 BHEANFD CRINES 3 5 PSR EIR0OR SIES
REZL N FIEHE) F4TUEH, MEESL . XIRSE
AXEREARARTE. ARESR. BXEWNKREH
NHEER, ARTHANERBHEL ITLT § ZEA,
BHTRARBEHEE D I THRRRR.

RSP i SRR 55 N K 578 R ALSE IR R EARIE 4T AN
FIEWKIE ARREENEE. XH5T7R. KEgEH.
RHEE. RAESLMERE. TR EESEER, X
AEREE. BTN ALK ERREET
FEERT HBAE, ¥ARZS. IESFRIEEFHTT
JFRUMERE, ARFKW SEIFHIMET B, BRI S
WEIEENFHERDRRTTHERLR. IR
EXM ETF XS EEEXFE, EMEMNRAELS-

T—% RXABHREREICEREL, (RHEART
BRRAR RITIRSZEEFEN.

Source Ej&:
http://www.szse.cn/English/about/news/szse/t20191210_572
513.html
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Information in this update is for general reference only
and should not be relied on as legal advice.
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