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Hong Kong Government Publishes Stablecoins Bill
to Establish Regulatory Framework for Stablecoins

On December 6, 2024, the Hong Kong Government
published in the Gazette the Stablecoins Bill (the Bill) to
introduce a regulatory framework for fiat-referenced
stablecoin issuers in Hong Kong. The Bill had its first
reading in the Legislative Council on December 18,
2024.

Stablecoins are a special type of digital currency whose
value is typically maintained at a stable level with
reference to a single asset, a basket of assets, or
traditional fiat currencies (such as the US dollar or Hong
Kong dollar) to reduce price volatility. This means that
stablecoins maintain a relatively stable value, making
them an ideal choice for transactions and savings. The
primary uses of stablecoins include everyday
transactions, cross-border payments, capital protection,
and fintech applications, as they offer more convenient
payment methods and reliable value protection.

The Bill aims to enhance the regulatory framework for
virtual asset activities to address the potential financial
stability risks posed by fiat-referenced stablecoins,
ensuring adequate user protection and harnessing the
benefits that virtual assets and their underlying
technologies can provide. Under the proposed licensing
regime, any person engaging in the following activities
must first obtain a license from the Monetary Authority
(MA):

0] Issuing fiat-referenced stablecoins in Hong
Kong during business operations;
(ii) Issuing fiat-referenced stablecoins that

claim to be pegged to the value of the Hong
Kong dollar during business operations; or

(iii) Actively promoting their issuance of fiat-
referenced stablecoins to the public in
Hong Kong.

To effectively implement this system, the Bill also
proposes granting the MA necessary supervision,
investigative, and enforcement powers. Entities
operating without a license will face penalties of up to
HKD 5 million and imprisonment for up to seven years.
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This legislative initiative is viewed as an important step
in solidifying Hong Kong's position as a leading hub in
the digital finance sector, providing a clear and secure
environment for investors and businesses.

Remarks

The introduction of the Bill brings numerous
opportunities and challenges to Hong Kong's financial
services industry. Stablecoins can enhance payment
solutions, making transactions faster and cheaper while
expanding access to financial services for underserved
populations. Additionally, the Bill promotes integration
between digital assets and traditional financial systems,
facilitating innovative products and improving market

liquidity.

However, these opportunities come with risks, including
financial stability risks, investor protection issues, and
operational risks. The rapid growth of stablecoins may
pose challenges to the overall financial system, while
users must contend with potential fraud and
technological vulnerabilities. Therefore, establishing a
robust regulatory framework is essential to balance
these opportunities with risks. The licensing regime can
help ensure that only compliant and trustworthy entities
participate in the stablecoin market, enhancing overall
market integrity.

Hong Kong's push for stablecoins regulation aligns with
global trends as countries increasingly recognize the
need for clear regulations regarding digital assets. With
the United States and European Union member states
developing their respective regulations, Hong Kong
becomes a significant competitor in the global digital
finance arena. Stakeholders will closely monitor how
this framework develops and its impact on local and
international markets. We look forward to Hong Kong
fully leveraging the opportunities presented by
stablecoins while minimizing potential risks to further
solidify its regional leadership position in the financial
sector.
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The Stock Exchange of Hong Kong Limited
Concludes Consultation on Review of the Corporate
Governance Code and Related Listing Rules, with
Changes Applicable to Corporate Governance
Reports and Annual Reports for Financial Years
Commencing on or after July 1, 2025, and Updates
its New ESG Regulatory Focuses

On December 19, 2024, The Stock Exchange of Hong
Kong Limited (Exchange) published Conclusions on the
Consultation Paper dated June 14, 2024 on Review of
the Corporate Governance Code and Related Listing
Rules, with changes applicable to corporate
governance reports and annual reports for financial
years commencing on or after July 1, 2025, and with
transitional arrangements for the cap on “overboarding”
and the cap on INED tenure as set out below. The key
changes include:

Board effectiveness

e The designation of a lead INED (where the
board chair is not independent) is modified to
voluntary (New RBP), with enhanced
disclosures on shareholder engagement (New
CP).

¢ Annual director training on specific topics, with
a minimum of 24 hours of training for first-time
directors within the first 18 months of
appointment. The minimum training hours for
first time directors with listed issuer directorship
experience on other exchanges will be reduced
to 12 hours. (New Rule).

e Regular board performance reviews and the
disclosure of a board skills matrix (New CPs).

e Cap on “overboarding” - INEDs must not
concurrently hold more than six Hong Kong-
listed issuer directorships, with a three-year
transition period (i.e. compliance by the first
AGM held on or after July 1, 2028) (New Rule).

Board independence

An issuer's board must not include an INED who has
served more than nine years (Long Serving INED) (New
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Rule), with a new phased implementation over an
extended six-year transition period as follows:

Phase one - compliance | Majority of INEDs on an
by the first AGM held on | issuer's board must not
or after July 1, 2028 be Long Serving INEDs

Phase two - compliance | An issuer must not have
by the first AGM held on | any Long Serving
or after July 1, 2031

Diversity

(i) The nomination committee to comprise directors of
different genders (New CP); (ii) annual reviews of board
diversity policy (Upgraded to MDR); and (iii) a workforce
diversity policy (New Rule).

Risk management and internal controls

Conduct a review at least annually and enhanced
disclosures of the review and findings (Upgraded to
MDR).

Capital management

Enhanced disclosures of an issuer’s dividend policy and
its board’s dividend decisions (New MDR).

The Exchange will publish updated guidance in the first
half of 2025 to assist issuers’ compliance with the new
requirements.

Review of issuers’ ESG practice disclosures

The Exchange has also updated its new regulatory
focuses on ESG practices. It recently published the
findings from its latest review of issuers’ environmental,
social and governance (ESG) practice disclosures. The
review assessed issuers’ compliance with our ESG
reporting framework and LargeCap Issuers’ readiness
to report on new climate requirements. The use of Al
technology enabled the Exchange to expand the scope
of its review to all of the most recent ESG reports
published by companies listed on HKEX as at 30 June
2024, representing a 522 per cent increase in the
number of reports reviewed, compared to the most
recent review.

Key observations:

All Aspects achieved a reporting rate of at least 91 per
cent (except for B4: Labour Standards).

There is an overall improvement in the quality of ESG
governance disclosure, with more details being

provided on the board’s involvement in overseeing and
considering ESG matters.

A majority of LargeCap Issuers have developed a
general understanding of the forthcoming new climate
requirements; and have already started to report on
certain new requirements (such as climate-related
scenario analysis, scope 3 GHG emissions and
guantitative environmental targets).

For more details, please see the report titled “2024
Analysis of ESG Practice Disclosure” available on the
HKEX website.

In view of the new climate requirements, which will
come into effect in January 2025, the Exchange has
updated the “ESG in Practice” section of its ESG
Academy, setting out the Exchange’s new regulatory
focus areas and recent examples of exemplary ESG
practices among its issuers.
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The Stock Exchange of Hong Kong Limited
Presents Results of Review of Issuers' 2023 Annual
Reports and Publishes New Comprehensive
Guidance

On December 10, 2024, The Stock Exchange of Hong
Kong Limited (HKSE), a wholly owned subsidiary of
Hong Kong Exchanges and Clearing Limited (HKEX),
released a report on the findings from the 2023 annual
report review (the Report) and published a new Guide
on Preparation of Annual Report (the Guide). The Guide
summarizes prevailing recommendations from previous
reviews and all disclosure rules applicable to annual
reports to facilitate issuers in preparing future annual
reports. This initiative aims to enhance corporate
governance, financial transparency, and compliance
among listed issuers in Hong Kong.

The Report assessed issuers' compliance with specific
disclosure requirements under the Listing Rules (the
Rules), utilizing artificial intelligence technology to
analyze a substantial volume of annual report texts.
HKSE adopted a thematic approach, focusing on
financial statements with auditors' modified opinions,
material lending transactions, management discussion
and analysis (MD&A), and financial disclosures under
specific accounting standards.

Report Findings
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The Report indicated that listed issuers achieved a high
compliance rate, with 98% meeting at least 90% of the
disclosure requirements under review. However, certain
areas, particularly share schemes and significant
investments, require further enhancement.

In the context of share schemes, some issuers only
disclosed shares issuable under the options available
for grant under the remaining scheme limit but failed to
include shares issuable under options already granted
but not yet exercised. Regarding significant investments,
the Rules encompass not only securities but also
investments in funds and wealth management products.
Issuers must disclose funds or wealth management
products if they meet the materiality threshold.

Material lending transactions were also examined.
While many issuers showed improvements in disclosure,
some non-money lenders exhibited non-compliance,
notably in disclosing major loan terms and concentration
risks. HKSE emphasized the necessity of robust internal
controls and governance measures to protect
shareholder interests in these transactions.

The Report also included a thematic analysis focusing
on audit modifications. Approximately 95% of issuers
published financial statements with unmodified audit
opinions. However, 139 issuers received modified audit
opinions, with 77 being repeat modifications. Common
issues included going concern uncertainties and
valuation of assets, often stemming from economic
challenges or inadequate risk management practices.
Issuers were advised to work closely with auditors to
resolve these issues efficiently.

The Report identified significant room for improvement
in MD&A disclosures. While most issuers complied with
the Rules, some disclosures lacked specificity. Certain
issuers recited financial figures without detailing the
underlying business factors affecting results. Others
mentioned business plans requiring substantial
investment but did not clarify capital expenditure needs
or financing strategies.

Newly listed issuers often provided less detailed MD&A
disclosures compared to their IPO prospectuses and
omitted updates on significant risks and regulatory
developments. HKSE recommended that issuers use
their prospectuses as a benchmark to ensure
comprehensive MD&A disclosures.

New Guide on Preparation of Annual Reports

To assist issuers in addressing these challenges, HKSE
published the Guide, which consolidates applicable
disclosure requirements under the Rules and
incorporates recommendations from the Report and
provides more guidance on financial disclosure.

The Guide also provides crucial recommendations for
enhancing transparency and compliance among listed
companies in specific areas:

1. Issuers receiving modified audit opinions are
encouraged to disclose detailed explanations
about the modifications, their impacts on
financial statements, management's viewpoints,
and proposed plans to address those issues.

2. The MD&A section should clearly connect
issuers' performance to business operations by
discussing relevant external and internal factors,
significant risks, and key performance metrics,
while avoiding boilerplate statements.

3. For firms reporting material asset impairments,
it is essential to discuss the circumstances
leading to the impairments and the valuation
methods used.

4. Issuers are advised to enhance disclosures
related to material lending transactions,
detailing lending practices and any movement
of material impairments or write-offs of loan
receivables.

5. Issuers should also address performance
guarantees in acquisitions, providing updates in
the annual report about the actions the directors
have taken if guarantees are not met.

6. Newly listed companies must keep investors
informed about significant developments on
major matters since their PO, ensuring
consistency with prior disclosures.

7. Biotech companies should disclose the
research and development status of core
products s designated at the time of IPO and
provide updates and discussion on
development stages, clinical trial and regulatory
approval statuses, post-commercialization
activities, and any major developments in their
annual reports.

By implementing these guidelines, issuers can improve
the quality of their annual reports, fostering greater
investor confidence and ensuring regulatory compliance.
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The Stock Exchange of Hong Kong Limited
Releases the 2024 Analysis of ESG Practice
Disclosure

In November 2024, the Stock Exchange of Hong Kong
Limited (SEHK) published the "2024 Analysis of ESG
Practice Disclosure” (the Report). This report provides
an in-depth analysis of the performance of Hong Kong-
listed issuers in Environmental, Social, and Governance
(ESG) disclosures, with a particular focus on their
compliance with the latest disclosure requirements. The
Report serves as a critical reference for market
participants, especially listed issuers and their directors,
as it not only summarizes the current state of
disclosures but also highlights key requirements for
future compliance.

Under Appendix C2 of the SEHK Listing Rules, the ESG
Reporting Code requires listed issuers to report on
certain matters under mandatory disclosure
requirements and fulfill comply or explain disclosure
obligations (Code Provisions) across 12 aspects under
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the Environmental and Social categories. The Report
indicates that the overall reporting rate of Hong Kong-
listed issuers remains high, with an average reporting
rate exceeding 91%. However, there is still room for
improvement in specific aspects, such as Labour
Standards (B4).

Overall Performance and the Board's Role in ESG
Governance

The Report highlights improvements in the quality of
ESG governance disclosures among Hong Kong-listed
issuers and outlines the board's responsibilities
regarding ESG matters, which include the following:

1. Clearly defining the ESG governance structure,
specifying responsibilities, and establishing
reporting lines;

2. Incorporating ESG  considerations into
strategies and decision-making processes;

3. Explaining how the board engaged in ESG
matters during the year, such as reviewing the
progress of ESG targets, the frequency of board
discussions on ESG-related topics, and
interactions between the board and ESG
working groups or committees.

These enhancements indicate that ESG governance is
increasingly becoming a core issue for corporate
leadership, reflecting the growing importance of ESG
disclosures in the market.

Readiness for Climate-Related Disclosures

The Report specifically examines the readiness of
LargeCap lIssuers (i.e., issuers that are constituents of
the Hang Seng Composite LargeCap Index) to comply
with new climate-related disclosure requirements.
Under SEHK's rules, starting from January 1, 2026, all
LargeCap Issuers will be required to disclose in
accordance with the new climate requirements. The
Report analyzes LargeCap Issuers' disclosures across
the following four dimensions:

1. LargeCap Issuers  widely referenced
international ESG reporting frameworks, such
as the Task Force on Climate-related Financial
Disclosures (TCFD) recommendations and the
International Sustainability Standards Board
(ISSB) standards. The Report notes that the
TCFD and ISSB standards form the foundation
of SEHK's new climate requirements,
demonstrating that LargeCap Issuers have
already developed a certain level of
understanding of the forthcoming requirements.

2. Approximately 80% of LargeCap Issuers
conducted climate-related scenario analyses,
with over 70% of these issuers using such

analyses to assess the materiality of climate
risks or the resilience of their mitigation plans.
However, the Report also notes that some
issuers need to improve the depth and
transparency of their scenario analyses.

3. All LargeCap Issuers disclosed their Scope 1
and Scope 2 greenhouse gas (GHG)
emissions, but only 50% of LargeCap Issuers
disclosed Scope 3 emissions data. Scope 3
disclosures were primarily focused on upstream
activities, such as business travel, purchased
goods and services, and waste generated in
operations, while disclosures on downstream
activities were relatively limited. This may
reflect issuers' lack of incentives and/or
capabilities to control or monitor downstream
activities within the value chain.

4. The Report reveals that 94% of LargeCap
Issuers set qualitative environmental targets,
while 68% went further to disclose quantitative
emissions targets. Most of the quantitative
targets were long-term (5-10 years or over 10
years), aligning with regional carbon neutrality
goals.

Application of Artificial Intelligence and Expanded
Scope of Review

In terms of methodology, the Report marks the first time
SEHK has extensively applied artificial intelligence (Al)
technology to assist in its review, significantly expanding
the scope of the review. Unlike the sampling approach
used in previous years, SEHK reviewed all ESG reports
published by listed issuers as of June 30, 2024,
resulting in a 522% increase in the number of reports
reviewed compared to previous years. However, the
Report also notes that the use of Al technology may
introduce certain limitations, such as the accuracy of
analysis not yet reaching 100%.

SEHK provides several recommendations to help
market participants address future requirements,
emphasizing the need for issuers to fully understand the
new requirements and optimize relevant processes.
With the new climate requirements set to take effect in
phases starting from January 1, 2025, issuers must act
promptly to ensure the compliance of their ESG
disclosures and governance structures to meet investor
expectations.
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Hong Kong Securities and Futures Commission
Publishes Quarterly Report on Greater Connectivity
Driving Hong Kong’s Capital Markets Forward

On December 12, 2024, the Hong Kong Securities and
Futures Commission (SFC) published Quarterly Report
(the Report), Hong Kong’s capital markets have
continued to reap benefits since the third quarter from
the success of Connect schemes with the Mainland
China and breakthroughs in Middle East market
connectivity.

Maintaining Market Resilience and Investors’ Protection

e The SFC added 10 Suspicious Virtual Asset
Trading Platforms (VATPS) to its Alert List to warn
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the public about potential fraud and unlicensed
activities.

e A public awareness campaign was launched to
educate investors on avoiding scams.

e Fined a licensed corporation and disciplined three
individuals, suspending their licenses or prohibiting

them from entering the industry for six months to life.

e SFC aims to implement the uncertificated securities
market towards the end of 2025.

Enhancing Hong Kong Market Competitiveness

e During this quarter, the SFC processed 144 listing
applications, with 25 being new applications,
included one from a company seeking to list by way
of de-SPAC (a special purpose acquisition
company) transaction and one from a pre-profit
biotech company.

e In July, 2024, after discussing with the SFC, Stock
Exchange of Hong Kong added Dubai Financial
Market and Abu Dhabi Securities Exchange of the
United Arab Emirates (UAE) to the list of recognized
stock exchanges, paving the way for more UAE
companies to apply for a secondary listing in Hong
Kong.

e The number of both corporate and individual license
applications surged up 56% and 23% year-on-year
respectively.

Technological Advancements and ESG Initiatives

e In August 2024, the SFC launched the Project
Ensemble Sandbox to promote tokenization in
asset management, aimed at improving industry
efficiency.

e During this quarter, SFC conducted on-site
inspections of a number of deemed-to-be-licensed
VATP applicants, with a focus on their safeguarding
of client assets, know-your-client processes and
cybersecurity requirements.

e A seminar on sustainability disclosures was held to
develop Hong Kong as a sustainable finance hub.

Operational Efficiency

e InJuly 2024, SFC launched a new one-stop online
application and submission system for investment
products named e-IP to streamline processes.

e SFC is steadily advancing its goal of reducing
carbon emissions.

The Report underscored SFC'’s initiatives during this
guarter and its commitment to fostering a resilient,
competitive, and technologically advanced capital
market in Hong Kong. By addressing investor
protection, enhancing regulatory frameworks, and
promoting sustainable finance, the SFC aims to

maintain Hong Kong’s status as a leading international
financial center.

The SFC stated that Hong Kong exchange-traded fund
(ETF) market has achieved new milestones this year
with continued robust growth in eligible ETFs under the
Connect scheme and with new connectivity to the
Middle East. Going forward, with broadening mutual
market access with the Mainland, the SFC will strive to
elevate Hong Kong to a global hub for multi-asset
investing and offshore renminbi fixed-income business.
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Hong Kong Exchanges and Clearing Limited
Introduces New Post-Trade Services on Orion Cash
Platform - Technically Ready to Support T+1
Settlement by End of 2025

On December 12, 2024, Hong Kong Exchanges and
Clearing Limited (HKEX) announces that it is embarking
on a post-trade services enhancement program for its
cash equities market. Starting from mid-2025, new
features will be progressively added to the Orion Cash
Platform (OCP), HKEX’s integrated cash market
platform, to provide more advanced, reliable and
efficient post-trade services for the securities market.

Enhancement of CCASS and CCMS

To promote secure and efficient report download, HKEX
targets to launch the Secure File Transfer Protocol
(SFTP) service via the Report Access Platform (RAP)
as the new download channel for Central Clearing and
Settlement System (CCASS) and Common Collateral
Management System (CCMS) reports, replacing the
existing report retrieval via CCASS Terminal. The target
implementation is scheduled for mid-2025. The SFTP
service via RAP will be further extended to support other
post-trade services.

API Capabilities for Information Exchange

To increase the operational efficiency and promote
automated workflows and communication, HKEX plans
to introduce the Application Programming Interface
(API) capabilities in OCP as an optional service for

participants. The API capabilities will initially be opened
to General Clearing Participants (GCP) for trade data
and reference data transmission on a real-time basis
with target implementation scheduled for 2026. The API
capabilities will be further extended to support other
post-trade services.

Real-time Matching of SI and Other New Features

To enhance and streamline the processing of
Settlement Instructions (SlI), real-time matching of Sl
and other new features to optimize the Sl processing will
be introduced in OCP in 2027 tentatively.

T+1 Technical Readiness

As part of the service enhancement program, HKEX’s
post-trade systems will become technically ready to
support a T+1 settlement cycle by the end of 2025.

HKEX stated that it will progressively introduce these
new post-trade features and services on OCP.
Meanwhile, HKEX will continue to provide core post-
trade processing through CCASS. HKEX will engage
with stakeholders and market participants on the future
of CCASS as the new OCP post-trade features
progressively become available.
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Hong Kong Exchanges and Clearing Limited
Introduces Fund Repository on Integrated Fund
Platform, Enhancing Transparency of Fund
Information

On December 13, 2024, Hong Kong Exchanges and
Clearing Limited (HKEX) announced the launch of a
Fund Repository on its Integrated Fund Platform (IFP)
includes funds recognized by the for Securities and
Futures Commission (SFC) in Hong Kong. This initiative
aims to enhance the transparency of fund information
regarding fund investment products in Hong Kong and
the fund distribution ecosystem.

The Fund Repository will provide streamlined access to
essential information on over 2,000 SFC-authorized
funds. The initiative will support the long-term growth of
the fund industry by enhancing information
transparency and building investor knowledge and
understanding of the fund universe.

HKEX stated that they are committed to facilitating the
development of an efficient, diverse and vibrant fund
distribution ecosystem, bolstering Hong Kong's position
as a global wealth management hub.

Development work is continuing on other key
functionalities of the IFP, including a business platform
and a communications network, to facilitate order
routing and nominee services.
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Hong Kong Court Verdict on Conspiracy to Defraud
Listed Issuer, its Board and Shareholders over
Secret Backdoor Listing

On December 9, 2024, the Hong Kong District Court
ruled that Mr Chim Pui Chung and his son, Mr Ricky
Chim Kim Lun, had conspired to defraud in a secret
“backdoor listing” agreement involving Asia Resources
Holdings Limited (Asia Resources) (Case No.:
DCCC439/2022). Both were convicted of conspiracy to
defraud.

Case Facts

Chim Pui Chung and Ricky Chim Kim Lun conspired
with Ma Zhong Hong in July 2013 to sell convertible
bonds worth HKD 5.355 billion through Asia Resources
to Ma’s nominee, intending to sell the company. Under
the agreement, Ma Zhong Hong was to pay
approximately HKD 2.1 billion to Chim Pui Chung for
controlling 70% to 75% of the company's issued share
capital.

Their convictions arose from a prosecution brought by
the Independent Commission Against Corruption
(ICAC) following a referral by the Securities and Futures
Commission (SFC). Ms Wong Poe Lai was also
convicted of one count of money laundering.

Court Judge Reasons
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The judge noted that Chim Pui Chung and Ricky Chim
Kim Lun, along with their co-conspirators, in the present
case for their involvement in underhand dealings.
Through financial shenanigans, the co-conspirators had
sold a listed company like their private property for
personal gain.

The judge adjourned the case to January 8, 2025 for
mitigation and sentence, as well as the hearing of the
prosecution’s application for a confiscation order. Chim
Pui Chung, Ricky Chim and Wong were remanded in
the custody of the Correctional Services Department.

The SFC stated that the Court’s verdict sends an
unambiguous message to the public that no person
should take advantage of their positions to enrich
themselves at the expense of minority shareholders.
The SFC will continue to work closely with the ICAC to
combat corporate crimes and maintain the integrity of
Hong Kong’s capital market.
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Hong Kong Market Misconduct Tribunal Sanctions
Former Chairman and CEO of China Forestry
Holdings Company Limited for Market Misconduct,
Ordering the Former CEO to Disgorge a Substantial
Sum of HKD 353,430,000

On 28 November 2024, the Hong Kong Securities and
Futures Commission (SFC) announced that the Hong
Kong Market Misconduct Tribunal (MMT) had made
orders against individuals associated with China
Forestry Holdings Company Limited (China Forestry),
which was listed on the Main Board of The Stock
Exchange of Hong Kong Limited. China Forestry’s
shares trading was suspended after the discovery of
serious irregularities by its then auditors KPMG in 2011,
and subsequently wound up in accordance with the laws
of the Cayman Islands in 2015, its listing of shares was
ultimately cancelled in 2017.

Disgorgement Order for Former CEO and Investment
Entity

Mr. Li Han Chun, the former CEO of China Forestry, and
his investment entity, Top Wisdom Overseas Holdings
Limited, have been ordered to disgorge a substantial
sum of HKD 353,430,000, calculated from 12 January
2011 with yearly rests. This amount represents the
financial loss evaded through insider trading activities
involving shares of China Forestry.

False Information Disclosures

The MMT's investigation also uncovered instances
where false or misleading information was disclosed by
Mr. Li Han Chun and Mr. Li Kwok Cheong, the former
chairman of China Forestry, in the company's IPO
prospectus, annual results announcement, and annual
report for the year ending December 31, 2009.

Imposed Orders Under the SFO

The MMT imposed orders under the Securities and
Futures Ordinance (Cap. 571) (SFO) including
disqualification orders for five years, prohibiting them
from holding directorial positions or engaging in
management roles within listed or unlisted corporations
in Hong Kong without court approval; cold shoulder,
preventing them from trading in securities, futures
contracts, leveraged foreign exchange contracts, or
collective investment schemes in Hong Kong for the
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same five-year period; and cease and desist orders to
deter any future involvement in market misconduct.
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Hong Kong Government Launches Roadmap on
Sustainability Disclosure in Hong Kong

On December 10, 2024, the Hong Kong Government
unveiled a comprehensive roadmap aimed at
enhancing sustainability disclosure practices in the
region. This strategy mandates publicly accountable
entities (PAEs) in Hong Kong to adopt the International
Financial Reporting Standards - Sustainability
Disclosure Standards (ISSB Standards) by 2028.

Commitment to International Standards

The Financial Services and the Treasury Bureau (FSTB)
highlighted Hong Kong's dedication to adhering to
international standards to bolster its status as a global
financial and sustainable finance hub. The introduction
of the roadmap for complete adoption of ISSB
Standards underscores Hong Kong’s dedication to
maintaining a prominent position in advancing green
and sustainable financing globally.

Implementation of Hong Kong Sustainability Disclosure
Standards

This roadmap offers a clear and transparent pathway for
sustainability reporting among PAEs in Hong Kong. The
FSTB, working alongside financial regulators and
stakeholders, will persist in supporting the practical
implementation of the Hong Kong Sustainability
Disclosure Standards (Hong Kong Standards) by
boosting capacity building and advocating for
technological solutions.

Key Initiatives and Timeline

The roadmap outlines key initiatives including the
alignment of Hong Kong Standards with ISSB
Standards by the Hong Kong Institute of Certified Public
Accountants (HKICPA), with final standards expected
by year-end and implementation slated for August 1,
2025. All Main Board issuers are required to disclose
compliance with the New Climate Requirements from
January 1, 2025 on a “comply or explain” basis, where
issuers that are Hang Seng Composite LargeCap Index
constituents are obligated to adhere to these standards
on a mandatory basis starting January 1, 2026. The
Hong Kong Exchanges and Clearing Limited (HKEX)
will seek market consultation in 2027 regarding
sustainability reporting based on Hong Kong Standards
for listed PAEs, aiming for implementation by January
1, 2028. Additionally, financial regulators will require
non-listed PAEs with significant weight to comply with
the Hong Kong Standards by 2028.

Establishment of a Supportive Ecosystem

The roadmap outlines Hong Kong's blueprint to
establish a supportive ecosystem for sustainability
disclosures, focusing on sustainability assurance, data
and technology, and skills and competencies. For
which, the Accounting and Financial Reporting Council
(AFRC) will collaborate with financial regulators and
stakeholders to formulate a regulatory framework for
sustainability assurance aligned with international
standards to ensure high-quality assurance. The Green
and Sustainable Finance Cross-Agency Steering Group
will persist in enhancing sustainability disclosures and
data quality by promoting green fintech, providing free
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data tools, and expanding the Hong Kong Taxonomy for
Sustainable Finance. Additionally, efforts by the
Steering Group members and the HKICPA will
concentrate on aligning with ISSB Standards and
enhancing capacity building initiatives at local, regional,
and international levels.

This roadmap was developed in collaboration with the
Steering Group and a dedicated working group co-led
by the FSTB and the Securites and Futures
Commission, with participation from other key
regulatory bodies in Hong Kong.
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Hong Kong Government Welcomes Passage of
Stamp Duty Legislation (Miscellaneous
Amendments) Bill 2024

On December 11, 2024, the Hong Kong Government
welcomed the Legislative Council's approval of the
Stamp Duty Legislation (Miscellaneous Amendments)
Bill 2024. This bill waives the stamp duty on the transfer
of shares or units of real estate investment trusts (REIT)
and on transactions amounting to jobbing business of
options market makers, along with a revised stamp duty
collection arrangement for the implementation of the
uncertificated securities market (USM) regime.

These changes aim to boost the competitiveness of
Hong Kong's REIT shares or units and the jobbing
business of options market makers, lower costs for
options market makers, and streamline stamp duty
collection.

The Government will continue to collaborate with
financial regulators and the Hong Kong Exchanges and
Clearing Limited to stay responsive to market changes,
with future enhancements to the stock market in
consideration to enhance competitiveness and ensure
sustainable growth.

The Amendment Ordinance is officially announced in
the Gazette on December 20, 2024 and the
implemented waivers are effective starting December
21, 2024.
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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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