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Hong Kong’s Role in Environmental, Social, and
Governance Digitalization and Inclusion under the
Belt and Road Initiative

Hong Kong is a global financial hub that has been at the
forefront of many financial innovations. With the
proposed mandatory environmental, social, and
governance (ESG) reporting (including Scope 3
disclosure) for Hong Kong’s listed companies, the
financial ecosystem is set to fundamentally change in
the future. The market is at a juncture where ESG-driven
changes are to quantum leap like how international
accounting technologies have drastically changed the
financial world. Hong Kong is well-positioned to lead the
way in ESG digitalization and inclusion under the Belt
and Road Initiative.

ESG Reporting in Hong Kong

Hong Kong has been taking steps to promote ESG
reporting in the region. The Stock Exchange of Hong
Kong Limited (Exchange) has introduced new
requirements for all listed companies and new stock
issuers. Starting from January 2022, ESG funds and
climate-focused funds products will also be required to
disclose how they incorporate ESG factors. The
mandatory disclosure rules are expected to come into
effect and apply to ESG reports in respect of financial
years commencing on or after January 1, 2025.

Hong Kong's Unique Capability

Hong Kong has a unique capability to leverage its close
ties with the international financial ecosystem and its
strategic participation under China's trend-setting
policies and functionalities. Hong Kong is able to and
should help establish the world’s digitalized ESG data
collection, analysis, and reporting system, starting with
contributing towards the digitalized ESG infrastructure
under the Belt and Road Initiative. Hong Kong should
now team up with Shenzhen in fostering the
establishment of an effective and efficient ESG data
collection, analysis and reporting system that can,
initially, serve the needs of the Guangdong-Hong Kong-
Macau Greater Bay Area.
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Hong Kong's Policy Address 2023

The Chief Executive of the Hong Kong Special
Administrative Region delivered the 2023 Policy
Address, which focused on technological innovation and
development. The government's strategic vision is to
harness the power of technology to enhance Hong
Kong's long-term competitiveness and improve people's
livelihood. The policy address proposed a number of
measures on digital economy and cybersecurity for
critical infrastructure, including energy, communications,
transportation, and financial institutions. The
government is pressing ahead with the digitalization of
government services, developing the 'Digital Bay Area'
through collaborating with the Guangdong Provincial
Government, and launching the Digital Transformation
Support Pilot Programme.

Singapore Monetary Authority’s Greenprint Project

Singapore's Monetary Authority (MAS) has launched
Greenprint Project (Gprnt), an integrated digital platform
that harnesses technology to simplify how the financial
sector and real economy collect, access, and act upon
ESG data to support their sustainability initiatives. It
functions as an inclusive and interoperable data layer,
enabling businesses to automatically convert their
economic data into sustainability-related information.
Gprnt pursues integrations with various digital systems
used by businesses, allowing for the automatic
computation of basic sustainability metrics and the
translation of source data into ESG-related outputs.
Additionally, the platform provides businesses with the
discretion to decide whom to share their ESG
information with, including financial institutions, industry
partners, government or regulatory bodies, and
international platforms.

The Gprnt platform will be managed by a newly-created
entity, Greenprint Technologies Pte Ltd. Strategic
partners HSBC, KPMG in Singapore, MAS, Microsoft,
and MUFG Bank will bring capabilities and expertise to
support commercialization of the platform and
onboarding of further partners in due course. The Gprnt
platform will expand its cross-border capabilities to
better serve the more sophisticated data needs of larger
multi-national entities and other regional economies.
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Hong Kong Voluntary Code of Conduct for ESG Ratings
and Data Products Providers

Hong Kong's Securities and Futures Commission has
announced that it will support and sponsor the
development of the Voluntary Code of Conduct (VCoC),
a code of conduct for voluntary adoption by ESG ratings
and data products providers providing products and
services in Hong Kong, via an industry-led working
group, namely the Hong Kong ESG Ratings and Data
Products Providers VCoC Working Group (VCWG). The
VCoC will provide guidance to ESG ratings and data
products providers in Hong Kong on the disclosure of
their methodologies, data sources, and assumptions, as
well as the management of conflicts of interest. The
VCoC will also promote transparency and comparability
of ESG ratings and data products, and enhance the
quality and reliability of ESG information.

Remarks

Hong Kong is well-positioned to lead the way in ESG
digitalization and inclusion under the Belt and Road
Initiative. The proposed mandatory ESG reporting,
including Scope 3 emissions disclosure covering a
corporation's upstream and downstream value chain
(e.g. suppliers and distributors), for Hong Kong's listed
companies will fundamentally change the financial
ecosystem, similar to how international accounting
technologies have drastically changed the financial
world. Hong Kong should seize the opportunity to
collaborate with Shenzhen to establish an ESG data
collection, analysis and reporting system to, initially,
serve the Guangdong-Hong Kong-Macau Greater Bay
Area. Singapore MAS’s Gprnt is an example of how
technology can simplify ESG data collection and
management, while the VCoC will guide ESG ratings
and data products providers on disclosure, management
of conflicts of interest, and enhancement of ESG
information quality and reliability. Hong Kong's policy
address has proposed measures on digital economy
and cybersecurity  for  critical infrastructure,
demonstrating its commitment to technological
innovation and development. Hong Kong should
proactively promote and implement ESG digitalization.
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The Stock Exchange of Hong Kong Limited’s Update
on Consultation on Enhancement of Climate
Disclosures under Environmental, Social, and
Governance Framework

On November 3, 2023, The Stock Exchange of Hong
Kong Limited (Exchange) provided an update on
consultation on enhancement of climate disclosures
under Environmental, Social, and Governance
framework in relation to a consultation paper
(Consultation Paper) published by the Exchange in April
2023 with a proposed implementation date of January 1,
2024.

The proposals were informed by the IFRS S2 Climate-
related Disclosures (ISSB Climate Standard) exposure
draft published by the International Sustainability
Standards Board (ISSB) and their subsequent
deliberations. The Exchange stated that it would take
into account the final ISSB Climate Standard when
finalising the Listing Rule amendments.

In June 2023, the ISSB published the final IFRS
Sustainability Disclosure Standards, comprising the
IFRS S1 General Requirements for Disclosure of
Sustainability-related Financial Information and the
ISSB Climate Standard. The ISSB has further indicated
that an adoption guide (ISSB Adoption Guide) will be
published to support jurisdictional regulators to help
them in their implementation considerations and to
advise on scalability and phasing-in measures for the
application of the ISSB standards. The ISSB Adoption
Guide is expected to be available before the end of 2023.

The Exchange intends to take into account the
recommended approaches on the scaling and phasing-
in of requirements available under the ISSB Adoption
Guide when finalising the Listing Rule amendments. The
implementation date of the Listing Rule amendments will
therefore be postponed to January 1, 2025, to allow
issuers more time to familiarise themselves with the new
climate-related disclosure requirements.

As seen in the “Policy Measures” of the Hong Kong
Chief Executive’s 2023 Policy Address, the Hong Kong
Government will work with relevant financial regulators
and stakeholders to develop a roadmap on the
appropriate adoption of the ISSB standards for Hong
Kong’s financial services to align with international
standards. As a member of the Hong Kong Green and
Sustainable Finance Cross-Agency Steering Group
(CASG), Hong Kong Exchanges and Clearing Limited
will continue to work closely with the Government and
other members of the CASG on the development of the
roadmap. Established in May 2020, the CASG is
committed to co-ordinate the management of climate
and environmental risks to the financial sector,
accelerate the growth of green and sustainable finance
in Hong Kong and support the Hong Kong Government's
climate strategies. It is co-chaired by the Hong Kong
Monetary Authority and the Hong Kong Securities and
Futures Commission; members include the Environment
and Ecology Bureau, Financial Services and the
Treasury Bureau, Hong Kong Exchanges and Clearing
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Limited, Insurance Authority and the Mandatory
Provident Fund Schemes Authority.
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Hong Kong Securities and Futures
Commission Supports and Sponsors the
Development of an Industry-Led Voluntary Code of

Conduct for Environmental, Social, and Governance
Ratings and Data Products Providers

On October 31, 2023, the Hong Kong Securities and
Futures Commission (SFC) announced that it supports
and sponsors the development of a code of conduct for
voluntary adoption by ESG ratings and data products
providers providing products and services in Hong Kong.
The Voluntary Code of Conduct (VCoC) will be
developed via an industry-led working group, namely the
Hong Kong ESG Ratings and Data Products Providers
VCoC Working Group (VCWG).

The SFC also welcomed the International Capital Market
Association (ICMA) to act as the Secretariat of the
VCWG. The Secretariat will convene and lead the
VCWG, which comprises representatives from Hong
Kong, Mainland China and other international ESG
ratings and data products providers as well as key users
from the Hong Kong financial industry.

The proposed VCoC will align with international best
practices as recommended by the International
Organization of Securities Commissions (I0OSCO) and
relevant expectations introduced in other major
jurisdictions. The SFC, the Hong Kong Monetary
Authority and the Insurance Authority will sit as
observers to the VCWG. Further details are available in
the terms of reference and participation list of the VCWG
published by the ICMA.

The initiative is the culmination of the SFC's fact-finding
exercise and industry outreach conducted since mid-
2022 to understand matters related to the ESG ratings
and data products providers, which are not regulated by
the SFC. The exercise found that surveyed asset
managers highlighted common concerns about data
quality, transparency, and conflicts of interest
management of the providers, and that the IOSCO
recommendations should be encouraged for adoption
by ESG ratings and data product providers. The key
observations from the exercise and proposed way
forward for these providers are summarised in a report
published by the SFC on October 31, 2023.

The proposed VCoC, which will be open for ESG ratings
and data products providers to sign up voluntarily, is
expected to provide a streamlined and consistent basis
for asset managers to conduct due diligence or on-going
assessment on ESG service providers.

The SFC considered that the VCoC would help
strengthen the transparency, quality and reliability of
ESG information used by licensed corporations in their
investment decisions, and was an important initiative to
mitigate the risk of greenwashing in investment products.


https://www.hkex.com.hk/News/Regulatory-Announcements/2023/231103news?sc_lang=en
https://www.hkex.com.hk/News/Regulatory-Announcements/2023/231103news?sc_lang=en

J M L

ERISRYBRESHRERASIIFNRBAFE. 4
SR E R ESCG WEAMBIE~ Rt EHIT —Eh LT
SHBRERTAEN

2023 £ 10 A 31 H, FAUHFERNRESEEZRS
(EEE) ERXFNREAETERESREREHN
KiE. < X EHB (Envionmental , Social and
Governance, f&jf#% ESG) R MEIE™ mHENE, FiT
—ERTANEREERET. ZERBRTENEEH—
MRS TR/ NAFIT, BIE B ESG FRE LR~
MmN FERRETAENIENE ZITENE) .

IEBERIRRD E R R AT S BEZ TR NANBSE.
EfFRRAATHMSEA— M RATHNEREEARM
Tlths, —EMkSE5ZMEERIFESMEN,

Bl (FefEERNY | BRIAEEE ESG HIEMTR
T /4R (ESG Data and Ratings Working Group) £
Hp—A#H, AR ESG IFRFEIE =R EREHITT
—EERETEN. BPRKBEMRNSZIHENE, H
MRBIEREAM. A&k EthE R ESG L FEHE>
MmN EHAR, UEREMEEYHFE>RERSE.

BUNERRTENBR SERESESERERSE
L (HRLERAR) BN ERFRREELFIEMEAM
TEEEEREXSINNEXHERT -8 LE%.
FHETHMEERERRIVEERBUAERE NS 5%
THNA.

WENZIESESH 2022 FE, ATHREARIEERE
EH ESG WRIEIE” RN HA XNEEMIHITAISE
SFERWFSINRAMIAR. ZAELIR, BEXAE
MEFEEAD LB HEEFNEERRE. EREEF
HAREERTRE, URNER ESG ITRMEIE ™ M
HEBXPEREESARNRY. IEESRRNRE
BHANFAENRZ N ERETRE Xt ESG TFRMEIE
7 e B TR AV WCR SR )

ESG WERMEBEE” ML EHR T B REZETEWN
BEREN. BB RRTENSRE— M BEEm—
BEE, ERFEERSX ESG WRMEHE > m it
N BT R BT EEIT AL,

TR B R A NS A 338 A T iR
REM ESC AMMBRE . RERTERE. XRAER
B RGNS o —RE IR,

Source EjE:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=23PR126
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD690.pdf

Hong Kong Competition Commission Takes Estate
Agencies' Price-Fixing Cartel Case to Hong Kong
Competition Tribunal

On November 14, 2023, the Competition Commission of
Hong Kong (Competition Commission) commenced
legal proceedings in the Hong Kong Competition
Tribunal (Tribunal) against Midland Property Agency
Limited, Hong Kong Property Services (Agency) Limited,
Midland Holdings Limited (collectively, Midland) and five
individuals (who are senior officers within Midland) of
participating in price-fixing conduct.

It is alleged that during the period from December 2022
to March 2023, Midland (a real estate agency) reached
an agreement with its competitors, Centaline Property
Agency Limited and Ricacorp Properties Limited
(collectively, Centaline), to fix the minimum net
commission rate for sales of first-hand residential
properties in Hong Kong at 2%, which effectively fixes or
restricts the maximum level of rebate that frontline
agents can offer to property buyers. As rebates affect
the ultimate property price that a purchaser will
ultimately pay, the Competition Commission stated that
it has reasonable cause to believe that such
arrangements  constitute  serious anti-competitive
conduct in the form of price fixing, in contravention of the
"First Conduct Rule" under the Competition Ordinance
(Cap. 619).

It is set out in section 6(1) of the Competition Ordinance
that “An undertaking must not (a) make or give effect to
an agreement; (b) engage in a concerted practice; or (c)
as a member of an association of undertakings, make or
give effect to a decision of the association, if the object
or effect of the agreement, concerted practice or
decision is to prevent, restrict or distort competition in
Hong Kong.” The “First Conduct Rule” seeks to prohibit
arrangements between market participants (whether
they are competitors or not) which prevent, restrict or
distort competition in Hong Kong. For example, it
prevents competitors colluding on key parameters of
competition such as price (i.e. price fixing), output or
how they bid to harm competition in Hong Kong.

In early January 2023, the Competition Commission
noted media reports stating that four real estate
agencies issued internal notices instructing agents to
collect a minimum net commission rate of 2% for first-
hand residential property transactions starting from
January 1, 2023, which had eventually led to a formal
investigation by the Competition Commission.

During the investigation, Centaline submitted an
application for lenient treatment under the Competition
Commission’s Leniency Policy for Undertakings
Engaged in Cartel Conduct (Leniency Policy) to fully
cooperate with the Competition Commission in
exchange for the Competition Commission not to take

5


https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=23PR126
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=23PR126
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD690.pdf

J M L

any legal proceedings against Centaline and its officers
or employees. A leniency agreement was subsequently
entered into between Centaline and the Competition
Commission.

The Competition Commission sought remedies before

the Tribunal, including:

e A declaration that Midland has contravened the
“First Conduct Rule”, and each of five individuals
has been involved in the contravention;

e An order for pecuniary penalties to be imposed on
them;

e Director disqualification orders against the five
individuals;

e Orders for the payment of the Competition
Commission’s costs of investigation and
proceedings; and

e  Orders requiring Midland to adopt an effective
compliance programme as the Tribunal considers
appropriate. .

This case underscores the Competition Commission's
determination to crack down on anti-competitive
behaviours and price manipulation by industry players.
In particular, there will be no mercy for cartels in sectors
such as the property market that affect people’'s
livelihood. such as the property market that have an
impact on livelihoods. It also highlights the significance
and benefits of the Leniency Policy in enhancing
enforcement and encouraging report and cessation of
anti-competitive conducts by cartel members. The
Competition Commission has called on businesses in all
sectors to steer clear of anti-competitive practices, while
those already involved in cartel conduct should
approach the Competition Commission for leniency or
cooperation.
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Concealing Any Conflict of Interest Related to One's
Official Duties in Order to Benefit Oneself or His
Associates May Constitute a Violation of Hong
Kong's Prevention of Bribery Ordinance (Cap. 201)
or Other Criminal Offences

In November 2023, the Hong Kong Independent
Commission Against Corruption (ICAC) prosecuted two
cases involving conflict of interest of civil servants in the
execution of their official duties. The first case involved
a former manager of the Hong Kong Design Centre
(HKDC) concealing a conflict of interest in awarding
contracts to vendors operated by her husband to provide
marketing services in five projects sponsored by the
Hong Kong Government. The second case involved two
former staff members of New World Property
Management Company Limited (NWP) allegedly
concealing a conflict of interest in the award of HK$2.1
million worth of engineering work orders to a contractor
set up by the duo.

Ex-manager of HKDC charged by ICAC guilty of
concealing husband’s conflict of interest in service
contracts

A former manager of HKDC was found guilty of fraud
and other offences by the Eastern Magistrates' Courts
on November 9, 2023 for defrauding HKDC into
engaging two service vendors operated by her husband
to conduct market promotion for five government-funded
projects, with a total contract value of approximately
HK$400,000 by concealing her conflict of interest. The
defendant was found guilty of a total of five charges —
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four of fraud, contrary to section 16A(1) of the Theft
Ordinance (Cap. 210); and one of attempted fraud,
contrary to section 16A(1) of the Theft Ordinance and
section 159G of the Crimes Ordinance (Cap. 200).

The Hong Kong Design Centre is a publicly funded
agency responsible for promoting Hong Kong's creative
and design thinking. The centre requires all staff, if
having financial interests in any company or
organisation that has business dealings with the centre,
to make a declaration.

During 2019-2020, the defendant was responsible for
the marketing and promotion of two programmes funded
by public money. Four of the projects under the two
programmes were awarded to two vendors held by
and/or operated by her husband. In two annual conflict
of interest declaration forms and five procurement
application forms submitted to HKDC, the defendant
concealed her husband’'s direct or indirect financial
interests in the two vendors.

The ICAC discovered that the two vendors were either
the sole or most price competitive bidders for the
relevant contracts in the projects. It was concluded that
HKDC would not have engaged the two vendors to
provide services had it known that the defendant’s
husband had direct or indirect financial interests in the
two vendors.

Ex-property management duo charged by ICAC for
allegedly concealing conflict of interest in work orders
worth HK$2.1m

The second case involved charges made by the ICAC
against two former engineering staff of NWP who were
uncle and nephew for allegedly deceiving the company
into awarding various work orders worth totalling $2.1
million to a contractor set up by them by concealing their
conflict of interest and using false quotations. The duo
jointly faced two counts of conspiracy to defraud,
contrary to the Common Law.

All employees of NWP had to abide by the Conflict of
Interest Policy of New World Development Company
Limited and were required to declare conflict of interest
in  procurement exercises. When outsourcing
maintenance works, quotations from NWP’s listed
contractors were invited and only one non-listed
contractor was allowed to be invited. FNC (Creation)
Limited (FNC) was not NWP’s listed contractor.

Investigations found that the two defendants allegedly
conspired together to defraud NWP by concealing their
involvement in the establishment and management of
FNC and the interest of one of the defendants and his
elder brother in FNC, and with intent to defraud, induced
NWP to award 72 work orders to FNC.

Key Takeaway

The ICAC has reminded staff of business organizations
to avoid conflict of interest situations and make timely
relevant declarations to their employers. If employees
conceal any conflict of interest relating to their official
duties in order to benefit themselves or relatives, it may
constitute a contravention of Hong Kong's Prevention of
Bribery Ordinance or other criminal offences. The ICAC
advised commercial organizations to establish clear
guidelines and declaration systems on conflict of interest
with which employees should strictly comply.

BRi 5 A FIMRAXRNEFTN BN RUERBCHELR
AT ERER (PG &) sHAMmFE
17

F 2023 £ 11 B, FERBLAZEEGRS) KR RAR
RNFT ARG RFRBPRNRE, E—RIREBERIT
FILBARERBH S A RABEAT LR EZHEH. E
TR R R EIERHZME /AT AR Z SRR
FZEMRIEF 210 FRTTRITE,

BER I P EE G5 AR H R E T XX EE
R BB FEZEVRFEANES]

BEAZREFEREFEBRT PO — B EERMT
#AR, FRiZzPOREBRAXKREENMERSHAER,
ARANBUF R B #ITHIZHE, BARMEN405E
To. #ET 2023 £ 11 B 9 HARXFHHAEREHER
FERBMIL.

BERBHh o ET 2019 E 2020 FHi[E, 13w Az
IR THT TE. ERMEHEERERTH
BARBRTHRARENE PIH R=LRNBXARLX
BEERNAE. RRASBEDAIFEL T &Y,
BABEN 40 FTET. EBRITPOEAEAPIG,
MRS BENERRRIT L. ZFUOBRRAMERL,
WESZHP OB W SERMN ARG M S,
A7t H B R o

BRERFKFEXNRZAHTHBRE, FRIRWRELR
AEXBANE—HRERNE. AEREXIEMEX
ARENMKE PRI ZBZR RN FRERS .

BEZE R EYE L SRR R SR EF 2 R T 210
T TR E

BRI RESHHAYVEER BT TEAR 254
WEXR., BEBTNEANEN RS RHINSEES
AN RHEILZEEE—FREH AR SFERER I
A ERIRN XM RIZKEHR 7R GBI 210 TET



J M L

TR, ZALERBILAERNT HELERA L E,
“AT2023F 11 B 7 BHEBEEERER.

EiIEZE 5, 2017 £ & 2020 FFHi[8), it R EHIETRE
ZIBRUERAFEILPHETIETERER L THZKE
BERBRAST(ER). EETIELEZAHREEAE
RIREPSROXR. EHRER KIERFTEERH
FETEERF ULV HEE TR MRERTIHER.
MERYERERRBIUETHHRLRN [FZHR
BER| , FERBHHERFEAR. FiHERDENT
SNAAETRE, MEASRIKDBHRIFRN, HRS
R BIE—[EIERIIR D BRI

BELI RN S HREREBIERIRDEERET 72
1 TR2, XXM [a) =5 & DR R E X HBUS 56 4 T2 K
WA ERT AN, RENLE ZRREFAUER
KRERMIAEIERTE. MAT 2023 F 11 B 9 AR
B

BRERBLEVMNERANERN D AR, RENEREE
EHAXERR. BRAELERS LREFEAREAT
HORAMBIRA, BHEMIC (B &BI) sHM
MERIT. BERWB AN B R FEBM a9 ER
HMRAES| R BRG], BRIEMEXRIES].

Source EjE:
https://www.icac.org.hk/en/press/index_id 1747.html
https://www.icac.org.hk/en/press/index_id 1749.html

The Stock Exchange of Hong Kong Limited
Publishes Consultation Paper on Proposed
Amendments to Listing Rules Relating to Treasury
Shares and Guidance Letter on Issuers' Automatic
Share Buy-back Programs

On October 27, 2023, The Stock Exchange of Hong
Kong Limited (Exchange) published a consultation
paper seeking market feedback on proposed rule
amendments to introduce a new treasury share regime
(Consultation Paper). The consultation period will
conclude on December 27, 2023.

A summary of the key proposals in the Consultation

Paper is set out below:

e Requirement to cancel repurchased shares
removed, so that issuers may hold repurchased
shares in treasury subject to the laws of their places
of incorporation and their constitutional documents.
It should be noted that while most of the issuers
listed on the Exchange are incorporated in
jurisdictions which allow holding of treasury shares,
listed issuers incorporated in Hong Kong are still
prohibited from holding treasury shares under
the Companies Ordinance (Cap. 622 of Laws of
Hong Kong) ;

e Resale of treasury shares by an issuer governed in
the same manner as the Listing Rules that currently
apply to an issue of new shares;

e  Fair market maintained, mitigating the risk of stock
market manipulation and insider dealing by:

o imposing a 30-day moratorium period to
restrict (i) a resale of treasury shares (whether
on or off-market) after a share repurchase; and
(ii) an on-Exchange share repurchase after an
on-Exchange resale of treasury shares; and

o prohibiting a resale of treasury shares on the
Exchange during the Restricted Period or if it
is knowingly made with a core connected
person; and

e Consequential rule amendments made as follows:

o allowing new listing applicants to retain their
treasury shares upon listing, with any resale of
these shares subject to the same lock-up
requirement as an issue of new shares;

0 requiring issuers (being holders of treasury
shares) to abstain from voting on matters that
require shareholders' approval under the
Listing Rules;

0 excluding treasury shares from an issuer’s
issued or voting shares under various parts of
the Listing Rules (e.g. public float and size test
calculations);

O requiring an issuer to disclose in the
explanatory statement its intention as to
whether any shares to be repurchased will be
cancelled or kept as treasury shares; and

o clarifying that a resale of treasury shares by an
issuer or its subsidiary includes resale of
treasury shares through their agents or
nominees.

The Exchange also published a Guidance Letter HKEX-
GL117-23 (Guidance Letter) on a framework for granting
waivers to allow issuers' automatic share buy-back
programs conducted on the Exchange to continue
throughout a period during which an issuer is in
possession of undisclosed inside information and of one
month prior to the release of financial results (Restricted
Period). The new Guidance Letter highlights the criteria
that the Exchange will apply when assessing an issuer’s
share buy-back program and waiver application,
including the issuer’s size and liquidity of its shares and
the mechanisms in place to guard against trading with
undisclosed inside information and potential price
manipulation.

Hong Kong Exchanges and Clearing Limited stated that
they were committed to supporting the continued
vibrancy, attractiveness and quality of Hong Kong's
listed market. The proposed rule amendments and the
Guidance Letter seek to give issuers greater flexibility in
managing their capital structure through share buy-
backs and resales of treasury shares, enhancing the
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market’s competitiveness and appeal to both issuers
and investors. Proposals will include the introduction of
appropriate safeguards to maintain a fair and orderly
market in the trading of issuers’ shares, ensuring
consistent and fair shareholder treatment.

BERRAXGMERADTIREREFRNE (ETHR
WY FXEITRUHEBIXHEREXETABIKRBE
(Ehs ) NE R E

2023 10 B 27 B, BEKEXZAERAS (BT
TIEEEXH, stEUETT (LT MU HERFRKR
WIS TZEL (FEXH) . BN HE 2023 F
12 A 27 H,

KR FIRTIR 485115 HKEX-GL117-23, AR {TAER
B GRS T EX PR HUIT B s B T Bl T R T &R S 1Y
HEREMIES] ($55115) - XMESIREZ T EWRTA
HTEHMRNBETTYHNEXER, BREEER. &
FRELTERITAN#RE. 551, BX (TR F
A&, B EEMSEEARKEAREERNIBRAN
B, FRRMET HERMMETH R R R BRIEAEN . 1t
5h, ESIEBRETHENARKERNFEEHTIHM
Bit. DPEBAEMMERINERNE —REHEFRE.

BTN EERWI T
o MBEXIHEMEBMONAE, ILRTATRELE
SIS EERHEASREXE, NEFSH

A5 1 @ R4

o XHEL (LWHMN) WEEATRTHRAERNH

AMERTAEGRNBHESEE;

o HHETHAERBRISETHBRANNEI SN

R

o MTRSEFNFEI ML 30 AME LR () (A
B EBREEFRN (ReHRE
N () ERRRTRTEFRRNE
HEEBERIZFMEE R, &

0 HEEIFFERBIEINR BT 5 R HRLFEEAN
THIER TEBXHTEERNBLE, &

o X (EWHMY EHAEREIT:

0 SiFH EMEIBEAL ETTAMREHEFRY,
EEEEFRGBEEHTETS R THRAE
EIZEEENE;

0 BERERAAN (EAEERGEHEAN) 3 (L
MY MERZRFHANETNTRE,

0 & (EWHNY BAREES (Bt EALK
ERERAENRE) BEFZRMBMETAE
RTRO BB RENRS PRI,

0 ERKFTATEUL PR 4 ik B A E A RR 4
EEAWIHIRRBIEEFRNNESR, &

o ITHETASHNEASBHEETFRNER
HEREARZXIFEARDHITHET RS
BHE.

BEBEXHREREMAERAIRTHNBARAETELD
THMERE. EARMKS . BiIhe (ETH) &
XEITRIESIEARTARRESZRAR, HERTA
B ROBEREFRNBHEREERRSEN, Nh
RATHRFNURNETANKEENRS| N, Ao
TREWERSINEYNRERERE NEFEXRZTAN
BZH RN TFEF, HRERRER R ATHFFE.

Source XJE:
https://www.hkex.com.hk/News/Regulatory-
Announcements/2023/231027news?sc_lang=en

Hong Kong Securities and Futures Commission
Consults Further on Proposed Amendments for
Implementing an Uncertificated Securities Market

On October 31, 2023, the Hong Kong Securities and
Futures Commission (SFC) launched a further
consultation on implementing an uncertificated
securities market (USM) in Hong Kong, focusing on the
SFC’s codes and guidelines.

The SFC invites views on proposed amendments to (i)
the Code of Conduct for Share Registrars (to be
renamed the Code of Conduct for Approved Securities
Registrars), and (ii) the Guidelines for Electronic Public
Offerings (to be renamed Guidelines for Electronic
Public Offers). The amendments relate to the regulation
of approved securities registrars under the USM
environment. The consultation also covers further
amendments to the Stamp Duty Ordinance to reflect
changes to the arrangements for stamping and
collecting stamp duty in the USM environment.

The latest consultation follows the SFC's earlier
consultation in March 2023 on proposed subsidiary
legislation for implementing a USM. In 2019 and 2020,
the SFC, Hong Kong Exchanges and Clearing Limited
and the Federation of Share Registrars Limited jointly
consulted the market on an operational model to
implement USM in Hong Kong. In June 2021, the
Securities and Futures and Companies Legislation
(Amendment) Ordinance 2021 was enacted to put in
place a broad framework to implement the model. This
framework was to be expanded through subsidiary
legislation and the SFC's codes and guidelines. In
March 2023, the SFC consulted on the proposed
subsidiary legislation.
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Hong Kong Monetary Authority Publishes the “e-
HKD Pilot Programme Phase 1 Report”

On October 30, 2023, the Hong Kong Monetary
Authority (HKMA) published the “e-HKD Pilot
Programme Phase 1 Report” (Report) to discuss the key
findings, learnings, and the HKMA'’s assessment of 14
pilots conducted by the 16 participating firms under
Phase 1 of the e-HKD Pilot Programme, a programme
launched by the HKMA in November 2022 to explore
and evaluate the commercial viability of potential use
cases for an e-HKD. The Report also sets out the next
steps of the e-HKD Pilot Programme.

Set out below is a high-level summary of the Report:

e Phase 1 of the e-HKD Pilot Programme focused on
six categories: full payments, programmable
payments, offline payments, tokenised deposits,
Web3 settlement, tokenized assets settlement. 14
pilots were conducted with 16 firms.

e Key findings were that an e-HKD could add value
to the current ecosystem in the areas of
programmability,  tokenization, and  atomic
settlement. This includes conditional payments,
loyalty programs, fund investments, offline usage.
An e-HKD has the potential to facilitate faster, more
cost-efficient and more inclusive transactions, as

well as facilitating new types of economic
transactions.

e However, market readiness has great bearing on
the substantiation of the issuance of an e-HKD and
the realisation of its value at scale. Technology
alone may not cure all inefficiencies from business
norms and processes.

e  Careful consideration should be given to the
positioning of an e-HKD and the roles taken by the
HKMA and the industry in the implementation and
operation of an e-HKD. Further investigations on
policy and technical design and legal framework
are also needed.

The pilots under Phase 1 showed that an e-HKD could

add unique value to the current payment ecosystem in

Hong Kong in three main areas, including

programmability, tokenisation, and atomic settlement.

An e-HKD has the potential to facilitate faster, more

cost-efficient, and more inclusive transactions. It can

also enable new types of economic transactions.

However, the HKMA recognises that these pilots are

conducted on a small scale under a controlled

environment. Further investigation and evaluation are
required to determine if these benefits can be realised at

a larger scale in real-life applications.

The HKMA has not yet made a decision on whether and
when to introduce an e-HKD. The outcomes and insights
gained from Phase 1 of the e-HKD Pilot Programme will
help enrich the HKMA's perspective and refine its
approach to the possible implementation of e-HKD. The
next phase of the programme will seek to explore new
use cases for an e-HKD and delve deeper into select
pilots from Phase 1 by examining the identified business
and implementation issues in greater depth.
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Gazettal of Bankruptcy and Companies Legislation
(Miscellaneous Amendments) Ordinance 2023
(Commencement) Notice 2023

The Hong Kong Government published in the Gazette
the  Bankruptcy and Companies Legislation
(Miscellaneous ~ Amendments)  Ordinance 2023
(Commencement) Notice 2023 (Commencement
Notice). The Bankruptcy and Companies Legislation
(Miscellaneous ~ Amendments)  Ordinance 2023
(Amendment Ordinance) was enacted by the Hong
Kong Legislative Council on July 12, 2023, to provide a
legal basis for the Official Receiver's Office's (ORO)
Electronic Submission System (ESS), streamline the
publication requirements of insolvency and related
notices, and introduce miscellaneous amendments.

Upon enactment of the Amendment Ordinance, the
Financial Services and the Treasury Bureau announced
that the first phase of the ESS and the streamlined
publication requirements would be implemented starting
from the end of 2023. The Commencement Notice seeks
to appoint December 29, 2023, as the commencement
date for the relevant provisions. The Financial Services
and the Treasury Bureau stated that the ESS will enable
stakeholders to submit documents through a convenient
electronic means, thereby enhancing the ORO's
services. Streamlining the publication requirements by
making publishing the notices in the Government

Gazette the only mandatory requirement will help reduce
the publication cost.

The ESS will be implemented in phases starting from the
end of this year. The streamlined publication
requirements of insolvency and related notices will also
be implemented alongside the ESS by the end of 2023,
in order to allow sufficient time for the industry to adapt
to the new requirements.
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Information in this update is for general reference only
and should not be relied on as legal advice.

LENABRESFER TR EX ZERL

© 2023 JCHM Limited. All rights reserved.

11


https://www.hkma.gov.hk/eng/news-and-media/press-releases/2023/10/20231030-3/
https://www.hkma.gov.hk/eng/news-and-media/press-releases/2023/10/20231030-3/
https://www.hkma.gov.hk/media/eng/doc/key-information/press-release/2023/20231030e3a2.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/press-release/2023/20231030e3a2.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/press-release/2023/20231030e3a1.pdf
https://www.hkma.gov.hk/media/eng/doc/key-information/press-release/2023/20231030e3a1.pdf
https://www.info.gov.hk/gia/general/202310/20/P2023101900530.htm?fontSize=1
https://www.info.gov.hk/gia/general/202310/20/P2023101900530.htm?fontSize=1
https://www.info.gov.hk/gia/general/202307/12/P2023071100415.htm?fontSize=1
https://www.info.gov.hk/gia/general/202307/12/P2023071100415.htm?fontSize=1
https://www.oro.gov.hk/pdf/eng/compliance/bankruptcy_and_companies_legislation_2023_commencement.pdf
https://www.oro.gov.hk/pdf/eng/compliance/bankruptcy_and_companies_legislation_2023_commencement.pdf

