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Hong Kong Legislative Council Discusses Waiver of
Stamp Duty for Transfer of REIT Units and Jobbing
Business of Options Market-makers

On July 8, 2024, the Panel on Financial Affairs of the
Hong Kong Legislative Council convened a meeting to
discuss proposals for exempting stamp duty for the
transfer of Real Estate Investment Trust (REIT) units
and the jobbing business conducted by options market
makers. The Hong Kong Financial Services and the
Treasury Bureau, along with representatives from the
Hong Kong Securities and Futures Commission, Hong
Kong Exchanges and Clearing Limited, and the Hong
Kong Inland Revenue Department, briefed the
Legislative Council Panel on Financial Affairs on these
proposals. These measures aim to foster the
development of Hong Kong's financial market and
further enhance its competitiveness.

Development of the REIT Market in Hong Kong

Hong Kong's REIT market has experienced significant
growth since 2005, with the market capitalization
increasing 4.7 times to close to HK$125 billion as of end-
May 2024. The Hong Kong government has taken
various measures to develop the REIT market, including
revising investment restrictions and broadening the
investor base. The recent incorporation of REITs under
the Shanghai-Shenzhen-Hong Kong Stock Connect is
expected to further expand the investor base and
enhance the liquidity and attractiveness of Hong Kong
REITs.

Options Market-Makers in Hong Kong

The options market-makers program operated by the
Hong Kong Exchanges and Clearing Limited has played
a crucial role in enhancing the efficiency and liquidity of
the options market. The continuous development of
Hong Kong's securities market and the increasing
diversification of investment strategies have led to a
growing demand for options trading and the services
provided by options market-makers.

Proposed Stamp Duty Exemptions
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Currently, according to the Stamp Duty Ordinance
(Chapter 117 of the Laws of Hong Kong), stamp duty is
payable on the purchase and sale of units of REIT at a
rate of 0.1% for both the buyer and seller. In most major
international markets, including the Mainland China,
Japan, Singapore, the United States, etc., stamp duty is
generally not required for the sale and purchase of REIT
units.

The Stamp Duty Ordinance also stipulates that any
person conducting jobbing business (hedging of options
contracts or trades implementing options contracts)
must prepare contract notes. Each contract note must
be levied a stamp duty of five Hong Kong dollars when
stamped, which is a fixed cost for the market-makers.

In order to promote the development of the financial
market and further enhance market competitiveness,
the 2024-25 Budget of the Hong Kong Government
proposed that the transfer of REIT units and jobbing
business of options market-makers will be exempted
from paying stamp duty.

The exemption of stamp duty on the sale and purchase
of REIT units is expected to help enhance the
competitiveness of Hong Kong REITs. Together with the
inclusion of REITs in the Shanghai-Shenzhen-Hong
Kong Stock Connect, it would support the development
of the Hong Kong’s REIT market.

Nowadays, “governance” should be understood in a
modern sense, in that it may require more than one local
government’s resources to regulate the proper conduct
of certain social activities, especially international
activities. When tackling issues with public interests at
stake, we should be looking to join forces with
international efforts. The international investment space
is a good example. Hong Kong strives to provide
internationally-aligned and attractive market conditions
to international securities investors. Hong Kong has
been an active participant in international investment
cooperation projects. The Hong Kong Securities and
Futures Commission is a member of the International
Organization of Securities Commissions Asia-Pacific
Regional Committee (APRC) and leads the APRC
working group on sustainable finance. The Hong Kong
Monetary Authority represents Hong Kong on the
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Financial Stability Board Plenary. In addition to mere
participation, Hong Kong should indeed proactively
contribute to the international bodies focusing on
financial and economic solutions and related initiatives,
and with our strategic position and unique background,
Hong Kong has a lot to offer. Recently, market
facilitation and efficiency enhancement innovations
specific to Hong Kong's unique appeal are gathering
speed. Hong Kong's markets would be benefited by its
professionals continuing to collaborate and to build upon
and enhance its internationally-attuned investment
infrastructures. When the tide goes out, you will see who
is wearing wetsuit pants.
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Source KjE:
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Hong Kong Advances Comprehensive Regulatory
Framework for Stablecoin Issuers and
Uncertificated Securities Market

On July 17, 2024, the Hong Kong Financial Services and
the Treasury Bureau (FSTB) and the Hong Kong
Monetary Authority (HKMA) jointly issued the
consultation conclusions on the legislative proposal to
implement a regulatory regime for fiat-referenced
stablecoin (FRS) issuers in Hong Kong. Concurrently,
the Hong Kong Securities and Futures Commission
(SFC) released significant conclusions on implementing
an uncertificated securities market (USM) and regulating
approved securities registrars (ASRs) in Hong Kong.

FRS Issuer Regime

During the two-month public consultation, the FSTB and
HKMA received 108 submissions from market
participants, industry associations, and stakeholders.
According to the FSTB, a vast majority of respondents
agreed on the necessity of a regulatory regime for FRS
issuers, acknowledging the increased prevalence and
evolving development of VAs. The proposed regulatory
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requirements and implementation arrangements
received general support, with suggestions for further
enhancements. The FSTB stated that the FRS issuer
licensing regime will complement the existing regulatory
regime for VA trading platforms, effectively mitigating
potential financial stability risks associated with FRS
issuance activities.

USM and ASR Regulation

The SFC's conclusions aim to facilitate the transition to
a dematerialized securities market and enhance the
regulatory framework for approved securities registrars
(ASRs) operating in this environment. Under the USM
initiative, eligible prescribed securities must become
participating securities within 5 vyears of USM
implementation, with specific deadlines determined
jointly by the issuer's ASR, Hong Kong Securities
Clearing Company Limited (HKSCC), and the Stock
Exchange of Hong Kong Limited (SEHK). Newly listed
eligible prescribed securities must be in uncertificated
form from the time of listing, except for limited
exemptions granted by the SEHK during the first year.
Standardized fees for certain ASR services, such as
transfers, dematerialization, and setting up a USI facility,
will be subject to further consultation. Incentives,
including fee waivers and differentials, will be introduced
to encourage early participation in the USM. Extensive
publicity and market-wide education efforts will be
undertaken to enhance understanding of the USM
initiative and its impact on different market participants.

Remarks

These regulatory developments have significant
implications for various stakeholders in the financial
sector. Listed companies and issuers will need to
prepare for the transition to the USM and engage with
their ASRs to ensure compliance with the new
requirements. ASRs will need to enhance their systems
and processes to meet the regulatory standards outlined
in the ASR Rules and ASR Code. Market intermediaries,
such as brokers and custodians, may need to adapt their
operations to accommodate the dematerialized
securities environment. Investors and shareholders
should be aware of the changes in the handling of
securities and the potential impact on corporate actions
and other processes.

The consultation conclusions from the FSTB, HKMA,
and SFC signify Hong Kong's commitment to fostering a
well-regulated and robust VA ecosystem while
modernizing its securities market infrastructure. These
developments position Hong Kong as a leading
international financial center embracing innovation while
prioritizing investor protection and financial stability.
Market professionals, listed companies, directors, and
relevant parties should stay informed about these
developments and prepare for the impending changes.

Timely compliance and adaptation to the new regulatory
landscapes will be crucial to ensure seamless
operations and mitigate potential risks. Hong Kong's
proactive approach to virtual asset regulation and
market modernization is expected to enhance market
integrity, increase institutional participation, and boost
public confidence in the digital asset economy.
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Hong Kong to Enhance Digital Asset Regulation in
18 Months

On August 11, 2024, at the Foresight 2024 annual
summit, David Chiu, a member of the Legislative Council
of the Hong Kong Special Administrative Region,
announced that Hong Kong is set to enhance its digital
asset regulations within the next 18 months as part of its
mission to become a global hub for financial technology.

Establishing Robust Digital Asset Framework

Chiu outlined the city's strategic plans to attract
technology talents, build new infrastructure, and
establish robust legislative supervision. According to
David Chiu, the digital asset industry has made
significant progress in the past few years, but Hong
Kong is still in a very early stage. He thinks that Hong
Kong should establish a sound exchange system and
soon introduce legislation related to stablecoins.
Stablecoins, a type of cryptocurrency pegged to stable
assets like fiat currencies, are expected to be introduced
by Hong Kong by the end of 2024. Sandbox tests have
already been carried out, and the next phase will
encourage project parties to explore more innovative
financial products in Hong Kong.

Stablecoin Sandbox

The Hong Kong Monetary Authority (HKMA) announced
the first participants in its stablecoin issuer sandbox on
July 18, 2024. Through the sandbox, the HKMA allows
institutions with plans to issue stablecoin in Hong Kong

to conduct testing on their operational plans, and also
facilitates the two-way communication on the proposed
regulatory requirements, with a view to formulating fit-
for-purpose and risk-based regulatory regime.

The HKMA has launched a stablecoin issuance sandbox
with initial participants including JINGDONG Coinlink
Technology Hong Kong Limited, RD InnoTech Limited,
Standard Chartered Bank (Hong Kong) Limited,
Animoca Brands Limited, and Hong Kong
Telecommunications (HKT) Limited. These institutions
have demonstrated commitment to developing
stablecoin businesses under the sandbox's risk-
controlled framework. Participants must adhere to
conditions like not handling public funds or soliciting
investments. The HKMA continues accepting inquiries
and will update on new participants.
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https://coingeek.com/hong-kong-to-increase-digital-asset-
regulation-in-next-18-months-with-focus-on-stablecoins/

Hong Kong Monetary Authority Publishes the
Consultation Conclusions on Review of Three-Tier
Banking System

On August 5, 2024, the Hong Kong Monetary Authority
(HKMA) published the conclusions on the public
consultation relating to the review of the three-tier
banking system (the Conclusions Paper), which
summarizes the public’s views and suggestions on the
three-tier regulatory framework for banks. The Hong
Kong Monetary Authority (HKMA) issued a consultation
paper on June 26 2023 on its proposal to simplify the
current three-tier banking system, which comprises
licensed banks (LBs), restricted licence banks (RLBS)
and deposit-taking companies (DTCs), into two tiers by
merging DTCs into the RLB sector, thereby forming a
new second-tier of our banking system. The banking
industry, professional bodies and related organizations
have responded positively to the issue, and there is
broad support for the proposal to simplify the three-tier
banking system to a two-tier one.

Transition Period Arrangements

According to the suggestions received, the HKMA is
proposing a number of new key issues in relation to the
proposals in the Consultation Paper to simplify the
transition and to minimize the impact on existing
customers of DTCs, as set out in the arrangements set
out below:

e the HKMA intends to adopt an arrangement
whereby, without a need for them to submit
fresh licence applications, existing DTCs will be
converted to be an RLB, upon demonstrating to
the satisfaction of the HKMA that they have met
the minimum capital requirement of an RLB
before the end of the 5-year transition period;
and

e it is intended that the converted RLBs may
continue to hold and renew or roll over
outstanding deposit taken before the upgrade,
up to the end of the 5-year transition period,
subject to the pre-existing deposit size and
maturity requirements of DTCs of HK$100,000
and 3 months respectively.

Impact on Banking Stability

Respondents generally agreed that the proposed
simplification of the three-tier banking system would not
have a significant impact on the stability of the banking
system, with some respondents suggesting that existing
DTCs and their customers might be affected. In

response, the HKMA advised that it would closely
monitor the transition of larger institutions and provide
assistance as necessary, while allowing flexibility in
meeting the minimum deposit requirements so as to
minimize the impact on the institutions and their
customers. While the minimum deposit size requirement
for the second-tier is higher than the existing
requirement for the DTCs, there will be no restrictions on
the maturity of deposits placed by customers. This
flexibility of second-tier institutions in offering deposit
services is beneficial to both the institutions and their
customers. Based on the applications received by the
HKMA since 2009 to date, there has been a lack of
interest in the participation in the DTC sector. For the
above reasons, the HKMA maintains its view that the
impact of the proposed simplification on banking stability
and market competition, as well as that on customers
and depositors, would not be significant. The HKMA has
indicated that it will proceed with the preparation of
detailed legislative amendments to implement the
recommendations after the issuance of the Concluding
Paper.
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Hong Kong Insurance Authority Inspection Results
in  Enhancements to Anti-money Laundering
Controls and Processes and Fine

On August 2, 2024, the Hong Kong Insurance Authority
(IA) has concluded a significant investigation into AIA
International Limited's (the Company) Hong Kong
branch's new and in-force business for the period from
March 2016 to October 2022 has identified technical
issues with the anti-money laundering and related
algorithms used by the Company's Hong Kong branch.

The IA required the Company to submit to the IA by a
date and in a manner to be specified by the IA, a report
prepared by an independent external advisor to validate
the ongoing effectiveness of the remediation measures
implemented by the Company to comply with the Anti-
Money Laundering and Counter-Terrorist Financing
Ordinance (Chapter 615 of the Laws of Hong Kong); and
to pay a pecuniary penalty of HK$23 million.

The IA's investigation revealed several violations in the
Company's AML controls:

. Failure to establish effective procedures for
identifying politically exposed persons
(PEPSs), whereby not all customers (or the
beneficial owners of its customers) who
were PEPs had been picked up in the
screening “alert” processes.;

. Certain customers assessed by the Anti-
Money Laundering system as being “high

risk” Had not been subjected to enhanced
due diligence in a timely manner;

. The monitoring of suspicious transactions
did not meet the requirements;

. Annual high-risk customer reviews were not
performed as required;

. Failure to establish adequate and effective
controls over third party payments;

. Failure to take all reasonable measures to

prevent non-compliance.

All authorized insurers and licensed insurance
intermediaries carrying on long term business must have
in place effective anti-money laundering and counter-
terrorist financing controls and procedures. The
insurance industry must be founded on trust and
integrity. The establishment of effective systems and
controls to combat money laundering and terrorist
financing is imperative to reinforce that trust.
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Hong Kong Monetary Authority Issues a Report on
Its Review of Virtual Banks

On August 6, 2024, the Hong Kong Monetary Authority
(HKMA) published a report on its review of virtual
banks (VBSs).

Aim of the Review

The review focuses on eight VBs that have
commenced business since 2020 and examines their
operations and impact on Hong Kong’s banking
system. The review aims to:

e assess how well the three policy objectives
(promoting fintech and innovation, delivering
new customer experiences, and fostering
universal access to finance) of introducing
VBs to Hong Kong have been delivered so far;

. review the level of market acceptance,
business and financial performance, and user
response of VBs since their inception;

e discuss the challenges facing VBs and the
HKMA'’s policy initiatives to support their
development; and

. recommend the next steps for further
development of the VB industry.

Findings

In terms of achieving the three policy objectives of VBs,
the innovative products and services introduced by VBs
have brought new experiences to customers and
promoted a customer-oriented culture in banks.
According to a survey commissioned by Virtual
Banking Education Taskforce set up by The Hong
Kong Association of Banks in February 2023, the
majority of individuals and small and medium-sized
enterprises gave positive feedback on virtual banking;
at the same time, VBs have had a positive impact on
financial inclusion by removing minimum balance
requirements and offering more accessible financing
options, especially for small businesses and individual
borrowers.

In terms of market acceptance, there has been growing
acceptance since the eight VBs officially opened, but
the virtual banks have yet to translate this momentum
into higher business volumes.

In terms of business and financial performance, it will
take longer for the VBs to realize the expected growth
and profitability due to the impact of COVID-19 and
subsequent changes in the economic environment.

Development Trends

In view of recent developments in VBs, such as the
increasing risk-taking and transactional activities for
corporate entities, the current requirement for virtual
banks to provide mainly retail banking services is
outdated and will therefore be removed.

The HKMA considers that the current number of virtual
banking licenses is optimal and does not see any
strong justification to introduce more new VB players to
the market at this juncture. In the meantime, the HKMA
has commenced a public consultation on changing the
name of “Virtual Bank” to “Digital Bank”, which will
better reflect the banking model of VBs.
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Hong Kong Securities and Future Commission and
Insurance Authority Join Forces to Tackle Cross-
sector Irregularities

On July 26, 2024, the Hong Kong Insurance Authority
(IA) announced the appointment of Joint and Several
Managers to take full control of the affairs and property
of Tahoe Life Insurance Company Limited, a non-
compliant insurance company. The IA sought the
assistance of the Hong Kong Securities and Futures
Commission (SFC) in May 2020 in relation to information
relating to certain investments of the insurer.
Subsequent inspections carried out by the SFC on a few
licensed fund managers revealed that the assets in
question held by the insurer were channeled into
financial instruments linked with a related party on the
Mainland China. In June 2021, the SFC and the A took
a joint action in relation to an SFC licensed fund
management company, the first action of its kind
between the two regulators since the signing of the
Memorandum of Understanding in September 2020.

SFC Strengthens Market Supervision

According to a press release issued by SFC and IA
following the joint action, fund investment companies
should follow these duties in fund management activities
and account opening procedures:

e have sufficient risk management measures to
ensure the fund was not exposed to excessive
risks, and ensure that its decisions to invest in
certain fixed income products for the fund were
reasonable and in the fund’s best interest in light
of all relevant factors;

e make adequate disclosure of information about
the fund's investment holdings which were
necessary for the fund investors to be able to
make an informed judgment about their
investment into the fund,;

e identify, prevent, manage and minimize the
conflict of interest arising from its underwriting
activities and disclose the conflict to the fund’s
investors; and

e ensure the accuracy of a representation made
on behalf of the fund to a notes issuer in a
subscription agreement.

Conclusion

The SFC stated that this united effort highlights the
shared dedication to upholding the integrity of Hong
Kong's financial markets by ensuring no misconduct
putting investors in harm’s way falls through the cracks
between different regulators. The SFC and the IA will
continue to work together to promote a culture of
compliance in the financial sector that demonstrates the
highest levels of professionalism and integrity. This
regulatory reform is not only a response to the current
market environment, but also a strategic layout for future
market development, marking a significant step forward
for Hong Kong’s financial services industry in enhancing
transparency and protecting investors’ rights. With the
implementation of the new regulation, the compliance of
the industry and the stability of the market are expected
to be further enhanced. It is expected that in the coming
months, the 1A and the SFC will continue to issue
specific rules to further clarify the requirements for the
implementation of the measures. Financial institutions
are required to closely monitor the subsequent
developments and make compliance preparations to
ensure smooth operations under the new regulatory
framework.
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The Stock Exchange of Hong Kong Limited
Publishes Consultation Paper on a New Phase of
Paperless Listing Reforms

On August 16, 2024, The Stock Exchange of Hong Kong
Limited (the Exchange), a wholly-owned subsidiary of
Hong Kong Exchanges and Clearing Limited (HKEX),
published a consultation paper seeking public feedback
on proposals to further expand its paperless listing
regime and other rule amendments. This initiative aims
to modernize market infrastructure and enhance

operational and regulatory efficiency in the Hong Kong
capital markets.

The proposed reforms, which build upon previous
initiatives such as Paperless | and Paperless I, seek to
further reduce paper consumption in corporate
communications and transactions. The introduction of
electronic communication methods aligns with global
best practices and reflects a broader trend towards
digitization in financial markets. Notably, the Exchange
successfully registered its first electronically authorized
prospectus in June 2024, marking a significant
milestone in this transition.

The consultation paper outlines several key proposals
that market participants, listed companies, and other
relevant stakeholders should take note of:

e Electronic Securities Holders' Instructions: The
Exchange proposes to provide securities
holders with the option to send "Requested
Communications" to issuers electronically.
These Requested Communications encompass
(i) instructions regarding a meeting of securities
holders, including attendance indications and
proxy-related instructions, and (ii) instructions
made in response to actionable corporate
communications, excluding those related to
provisional allotment letters in connection with
rights issues.

e Real-time Electronic Payment of Corporate
Action Proceeds: The Exchange proposes to
enable securities holders to receive Corporate
Action Proceeds, including  dividends,
electronically via the Clearing House Automated
Transfer System (CHATS) on the announced
payment date. Corporate Action Proceeds are
defined as proceeds paid by an issuer to
securities holders in connection with corporate
actions, such as dividends, refunds for
applications and excess applications, and
payments related to takeovers and
privatizations.

e Electronic Subscription Monies: The Exchange
proposes to provide securities holders with the
option to pay subscription monies electronically
for offers to existing securities holders, including
open offers, rights issues, preferential offers,
and bonus issues of securities.

e Abolition of Mixed Media Offers (MMOSs): The
Exchange proposes to remove the availability of
MMOs for public offers of equity securities, debt
securities, and Collective Investment Schemes
(CISs). This entails removing the option of
issuing paper application forms for such public
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offers and ensuring that subscriptions are made
through online electronic channels only.

e Hybrid General Meetings and E-voting: In
recognition of the evolving landscape of
corporate governance, the Exchange advocates
for the incorporation of provisions in issuers'
constitutional documents that enable hybrid
general meetings and electronic voting, to the
extent permitted by applicable laws and
regulations.

e Web Accessibility of Corporate
Communications: The Exchange seeks market
feedback on incorporating web accessibility
guidelines, such as the Web Content
Accessibility Guidelines (WCAG), into the
Listing Rules, Corporate Governance Code, or
guidance materials.

The proposed measures outlined in the consultation
paper represent a significant step towards enhancing
the paperless listing regime and corporate governance
practices in Hong Kong. Market participants, listed
companies, and other stakeholders can provide
feedback during the public comment period, which ends
on October 18, 2024. The implementation of these
proposals is expected to streamline processes, promote
sustainability, and align Hong Kong's practices with
global standards, ultimately benefiting the overall
efficiency and competitiveness of the Hong Kong capital
markets.
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Hong Kong's Securities and Futures Commission
Consults on Proposals to Abolish Mixed Media
Offers

On August 16, 2024, Hong Kong's Securities and
Futures Commission (SFC) has launched a public
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consultation on proposed amendments to remove the
existing exemption that allows the use of "mixed media
offers" for public offerings and listings in the jurisdiction.
The key proposal aims to abolish the exemption under
Section 9A of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (CWUMPO)
Exemption Notice (Chapter 32L of the Laws of Hong
Kong), which currently permits the distribution of printed
application forms for shares or debentures without
accompanying printed prospectuses, subject to certain
conditions, such as making electronic prospectuses
available on specified websites.

The proposed removal of the mixed media offer
exemption aligns with the Hong Kong Stock Exchange's
(HKEX) recent initiative to further expand its paperless
listing regime. Since the introduction of HKEX's
paperless listing and subscription regime in July 2021,
no issuer has adopted mixed media offers, rendering the
exemption obsolete.

The SFC's proposal aims to enhance consistency and
promote a more paperless approach for public offerings
and listings in Hong Kong. If implemented, issuers would
be required to comply with the standard requirements of
distributing printed prospectuses along with printed
application forms or adopt a fully electronic approach.

Consequential amendments to the SFC's Electronic
Offering Guidelines are also proposed to align with the
removal of the mixed media offer exemption.

The public consultation period runs until October 18,
2024, and market participants, listed companies,
directors, and other interested parties are invited to
submit written comments on the proposals. The
proposed amendments could have significant
implications for companies seeking to conduct public
offerings and listings in Hong Kong, and stakeholders
with interests in the Hong Kong capital markets should
closely monitor these developments.
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Hong Kong Accounting and Financial Reporting
Council and the Supervision and Evaluation Bureau
of the Ministry of the People’s Republic of China
Enhances Cross-border Regulatory Collaboration to
Improve the Effectiveness in Audit Regulation

Recent cross-border regulatory collaboration between
the Accounting and Financial Reporting Council (AFRC)
and the Supervision and Evaluation Bureau of the
Ministry of Finance of the People’s Republic of China
(MoF) has led to the detection of contravention of
Mainland laws and regulations by a Hong Kong audit
firm and follow up regulatory actions by the MoF.

Investigation and Handling of Violations

According to the Accounting Information Quality
Inspection Bulletin (No. 46) issued by the MoF, a
certified public accountant (CPA) in the Mainland China
was issued a warning and fined RMB 30,000 as an
administrative penalty for undertaking cross-border
auditing business privately and violating relevant laws
and regulations. In addition, the accountant faced a
public reprimand from the Chinese Institute of Certified
Public Accountants and had his "30 Years of Integrity in
Practice as a Certified Public Accountant" honorary
certificate withdrawn.

The investigation found that the offending accountant
signed a cooperation agreement with a Hong Kong
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registered accounting firm and undertook the auditing
work of five mainland enterprises listed in Hong Kong
without reporting the true business information. This act
clearly violated the Law of the PRC on Certified Public
Accountants and the Measures for the Licensing and
Supervision of the Practice of Accounting Firms.

At the same time, the Hong Kong accounting firm was
also severely sanctioned for failing to report its cross-
border auditing business as required. The MoF decided
to prohibit the firm from engaging in overseas listing
audit business of mainland enterprises in the next five
years. This incident highlights the importance of cross-
border regulatory collaboration between the AFRC and
the MoF and its effectiveness in further regulating cross-
border audit practice to maintain high audit quality,
thereby strengthening the market's confidence in
auditors of public interest entities.

Enhanced Regulatory Collaboration

The collaboration between the MoF and the AFRC is
recognized as an important initiative to enhance audit
quality. Both jointly emphasized that effective regulation
of cross-border auditing practices not only protects
public interest but also enhances market confidence.
The AFRC will adopt a coordinated approach with the
MoF in strengthening the supervision and management
of cross-border audit services and Hong Kong audit
firms’ compliance with the relevant regulatory
requirements including reporting obligations,
cooperation with Mainland audit firms and the
safekeeping of audit working papers under the Interim
Provisions and other legislation. Audit firms in Hong
Kong are strongly reminded of their duty to comply with
all applicable laws and regulations of any jurisdictions in
which they provide audit services, whether in the
Mainland China or overseas. Under the AFRC
registration regime, practitioners are required to have
the necessary competence which includes requisite
knowledge of, and full compliance with applicable laws
and regulations. In considering any application for
registration or renewal, the AFRC will have regard to all
relevant information including an applicant’'s compliance
record. They are also reminded of the need for timely
self-reporting of critical incidents or contravention of
laws and regulations to the AFRC and relevant
regulatory authorities. With increased regulation, the
auditing environment will become more regulated in the
future and practitioners need to be vigilant to ensure
compliance.
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The Monetary Authority of Singapore Sets Up
Review Group to Strengthen Equities Market
Development

On August 2, 2024, the Monetary Authority of Singapore
(MAS) announced the establishment of a dedicated
Review Group aimed at strengthening and facilitating
the development of Singapore's stock market. The move
is intended to enhance Singapore's competitiveness as
a global financial center and promote market innovation
and efficiency.

Main Review Areas

The Review Group will assess the current state of the
equities market and examine measures to address
identified challenges, drawing in perspectives from an
array of market participants. It will look into the following
areas:

e Propose measures to promote Singapore
Exchange (SGX)-listed companies’
development by supporting and encouraging
them to build capabilites and expand
internationally.

o Review the key elements of regulatory approach
to support an enabling ecosystem, including the
listing regime.

e Recommend measures to attract primary and
secondary listings to Singapore.

e Recommend targeted measures to facilitate
products offerings and improve liquidity in
Singapore’s equity market to broaden the pool
of potential Initial Public Offerings.

e Propose outreach and communication
strategies to  support enhancing the
attractiveness of Singapore’s equity market,
promoting it to issuers and investors

The Review Group will be supported by two
workstreams:

e The Enterprise and Markets workstream will aim
to address market challenges, foster listings,
and facilitate market revitalization;

e The Regulatory workstream will focus on
enhancing the regulatory regime to facilitate
market growth and foster investor confidence.

Long-term vision

The Review Group will finalize its report and propose
initiatives within 12 months, through which MAS hopes
to further strengthen Singapore's position in the global
equity market and promote sustainable economic

growth. The initial recommendations of the review panel
are expected to be published in the coming months,
providing clear direction and support to market
participants. This initiative demonstrates Singapore's
foresight and leadership in the global financial markets
and bodes well for more opportunities and innovations
in the equity market space in the future.
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Source &
https://www.mas.gov.sg/news/media-releases/2024/mas-
sets-up-review-group-to-strengthen-equities-market-

development
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https://www.mas.gov.sg/-/media/mas/news/media-
releases/2024/annex-a_terms-of-reference-and-composition-
of-the-review-group.pdf

Federal Trade Commission of United States Outlines
Remedy Concerns in Amicus Brief After Jury Finds
Google lllegally Monopolized App Store

On August 13, 2024, the Federal Trade Commission of
United States (FTC) filed an amicus brief in the U.S.
District Court for the Northern District of California,
outlining key considerations for the remedies in the
ongoing antitrust case Epic Games Inc. (Epic) v. Google
LLC. (Google) In this case, a jury found Google liable for
multiple antitrust violations related to its Google App
Store, including monopolizing the Android App
Distribution and Android In-App Payment Solutions
markets for digital goods and services transactions.

An amicus brief is a document filed by a non-party to a
case, providing the court with additional information,
arguments, or perspectives relevant to the issues at
hand. The FTC's amicus brief highlights that Google's
App Store serves as an essential platform used by
developers, including Epic, to market their software, and
is also critical for users seeking to purchase applications
like Epic's online game Fortnite.

FTC's Perspective on Appropriate Remedies

Central to the FTC's arguments is the broad power of
courts to craft injunctive relief that effectively addresses
antitrust violations. The FTC also emphasizes that
remedies should not only halt the illegal conduct but also
prevent its recurrence and restore competition. This
approach aligns with established jurisprudence,
including the case of Optronics Techs. Inc. v. Ningbo
Sunny Elec. Co., which upheld the principle that
effective relief should "deny the defendant the fruits of
its statutory violation and ensure that there are no
practices likely to result in monopolization in the future".

The FTC expressed concerns that the remedies
proposed by the parties may not be sufficient to address
the multiple antitrust violations found by the jury against
Google, particularly regarding its control over the
Android App Store, which is essential for developers and
consumers.

Abuse of Dominance and the Second Conduct Rule

The case against Google is based on the antitrust
principle of "abuse of dominance." In the United States,
this is primarily governed by Section 2 of the Sherman
Act, which prohibits monopolization, attempted
monopolization, and conspiracy to monopolize. A firm is
considered dominant if it possesses "monopoly power" -
the ability to control prices or exclude competition.

Dominance alone is not illegal; rather, the law prohibits
the abuse of that dominance through anticompetitive
conduct.

In Hong Kong, the Second Conduct Rule under the
Competition Ordinance (Chapter 619 of the Laws of
Hong Kong) is analogous to Section 2 of the Sherman
Act. It prohibits companies with substantial market
power from abusing that power by engaging in conduct
that has the object or effect of preventing, restricting, or
distorting competition in Hong Kong.

Implications for Hong Kong

While the Google antitrust case is unfolding in the United
States, it serves as a reminder for Hong Kong's market
participants, listed companies, and company directors to
be vigilant about potential abuses of dominance.
Compliance with the "second conduct rule" and
proactive monitoring of market conditions can help
prevent similar issues from arising in the local context.

The case serves as a reminder for Hong Kong
businesses and regulators to remain vigilant against
potential abuses of dominance. Companies with
substantial market power must ensure compliance with
competition laws to avoid similar antitrust issues. The
findings against Google highlight the importance of
monitoring market behavior and ensuring that dominant
firms do not engage in practices that could harm
competition.

The rulings and proposed remedies in the Google
antitrust case underscore the ongoing efforts by
competition authorities to address the challenges posed
by the dominance of large technology companies. As the
digital landscape continues to evolve, it is crucial for
market participants in Hong Kong to stay informed and
align their practices with the principles of fair competition
and consumer protection.
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Source KjE:

https://www.ftc.gov/news-events/news/press-
releases/2024/08/ftc-outlines-remedy-concerns-amicus-brief-
after-jury-finds-google-illegally-monopolized-app-store
https://www.ftc.gov/system/files/ftc _gov/pdf/ftc_amicus brief
epic_v_google play.pdf
https://www.ftc.gov/system/files/attachments/competition-
counts/pdf-0116_competition-counts.pdf
https://www.compcomm.hk/en/legislation _guidance/guidance/
second_conduct_ruleffiles/Guideline_The Second_Conduct

Rule_Eng.pdf

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