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Practical Changes Brought About by the New
Ongoing Public Float Requirements for Hong
Kong Listed Companies, Effective January 1, 2026

On December 17, 2025, The Stock Exchange of Hong
Kong Limited (SEHK) published its consultation
conclusions on ongoing public float requirements. A
revised regime applies from January 1, 2026 to all Main
Board and GEM issuers of SEHK, replacing the previous
transitional arrangements. The new framework
preserves the existing percentage-based minimum float
while introducing market-value-based alternatives, and
pairs this added flexibility with enhanced transparency,
clearer calculation mechanics and more calibrated
consequences for public float shortfalls.

Ongoing public float thresholds for all issuers other than
PRC issuers with other listed shares

General issuers

For issuers other than PRC issuers with other listed
shares (e.g. A+H issuers), the Initial Prescribed
Threshold remains that public float must, at all times, be
at least 25% of the total number of issued shares in the
listed class excluding treasury shares, or such lower
percentage as was prescribed at the time of listing.

Issuers may now opt into an Alternative Threshold under
which the portion of the listed class held by the public
must, at all times, have a market value of at least HK$1
billion and represent at least 10% of the issuer’s total
issued shares in that listed class excluding treasury
shares.

The Alternative Threshold is optional and is not available
to issuers whose shares have traded for fewer than 125
trading days since listing, although the exchange retains
discretion to extend the 125-trading-day reference
period, and issuers that move between thresholds are
expected to make announcements, including their public
float position, to maintain market transparency.

SEHK expects issuers that shift between the Initial
Prescribed Threshold and the Alternative Threshold to
make appropriate announcements, including their public
float position, to maintain market transparency.

PRC issuers with other listed shares

For PRC issuers with other listed shares, such as A+H
issuers, the previous group-wide 25% public float
requirement has been replaced with a bespoke test
focused on H shares, under which H shares listed on the
exchange and held by the public must always have a
market value of at least HK$1 billion, or represent at
least 5% of the total number of issued shares in the class
to which the H shares belong, excluding treasury shares.
A similar bespoke requirement applies to non-PRC
issuers that have shares listed on a PRC stock
exchange that are in the same class as, but not fungible
with, the shares listed in Hong Kong.

Market value calculation

For all market-value-based thresholds, the market value
of an issuer’s public float is determined by multiplying
the number of shares held by the public on the relevant
date by the volume-weighted average price of the listed
class over the immediately preceding 125 trading days
(or, for PRC issuers within the bespoke regime and listed
for fewer than 125 trading days, all trading days since
listing), a rolling approach designed to moderate
short-term price volatility and provide greater certainty in
compliance checks.

Enhanced disclosure: Monthly and Annual Reporting

SEHK retained the requirement for issuers to confirm
public float sufficiency in their annual reports and has
introduced additional monthly and enhanced annual
disclosure obligations.

In each monthly return, every issuer must:

e Confirm compliance with its applicable ongoing
public float threshold; and

e Disclose its minimum public float percentage
threshold where it relies on the Initial Prescribed
Threshold;

e Issuers that rely on market-value-based
thresholds, including those using the Alternative
Threshold and PRC issuers with other listed
shares applying the market-value test, must
disclose their actual public float percentage and
the corresponding market value at month-end.



In annual reports for financial years commencing on or
after January 1, 2026, all issuers must:

e Confirm compliance with the applicable public
float threshold; and

e Disclose the minimum public float percentage
threshold if they rely on the Initial Prescribed
Threshold, and state their actual public float
percentage;

e Include a commentary on any material changes
to public float levels during the financial year
and, in addition, all issuers must provide
information on share ownership composition
and share capital structure;

e Issuers that have relied on market-value-based
thresholds at any time during the financial year
must disclose the actual public float market
value and provide, for each month in which they
relied on a market-value-based test, the market
value and percentage of their public float at the
end of that month.

Public float shortfalls

Failure to meet the applicable ongoing public float
threshold constitutes a breach of Listing Rule, and the
issuer must take steps to restore the minimum
percentage of securities in public hands at the earliest
possible moment.

The previous practice of automatic suspension upon a
significant shortfall has been replaced by a “Significant
Public Float Shortfall” with tiered consequences. A
public float shortfall is regarded as a Significant Public
Float Shortfall unless a portion of the listed class held by
the public represents at least 15% of the total issued
shares in the listed class (or, for issuers with an initial
minimum float lower than 25%, at least 50% of the Initial
Prescribed Threshold) or has a market value of at least
HK$500 million and represents at least 5% of the listed
class, in each case excluding treasury shares; for PRC
issuers with other listed shares, a shortfall is regarded
as significant unless the H shares held by the public
either have a market value of at least HK$500 million or
represent at least 5% of the total number of issued
shares in the H-share class, excluding treasury shares.

Once aware of a public float shortfall, the issuer must
publish an initial announcement and, for as long as the
shortfall continues, issue monthly announcements
updating the market. The initial announcement and
thereafter include a warning statement in all
announcements and documents required to be
published under the Listing Rules, while SEHK will apply
a designated stock marker “-PF”, until public float is
restored. SEHK may cancel the listing of its shares if an
issuer fails to remedy a Significant Public Float Shortfall

within 18 months (for Main Board issuers) or 12 months
(for GEM issuer).

While in a shortfall, the issuer and each of its directors
must not take any action that may further reduce the
public float percentage unless the circumstances are
exceptional. At the same time, SEHK retains its general
discretion to direct a trading halt, suspend dealings or
cancel a listing at any point where it considers there are
insufficient securities in public hands.

Timing-relief for Offers under the Takeovers Code

Following completion of a general offer under the
Takeovers Code, SEHK may, as a matter of discretion,
grant a timing-relief waiver from the ongoing public float
requirement for a reasonable period to allow the issuer
to restore its public float if the issuer has a Significant
Public Float Shortfall after the offer.

Implementation and guidance regarding changes

The amendments take effect on January 1, 2026 and
apply to all issuers, replacing transitional arrangements
adopted in August 2025. The new monthly disclosure
requirements apply to monthly returns for the month
ending January 31, 2026, and the enhanced annual
report disclosures apply to financial years beginning on
or after January 1, 2026, supported by a dedicated
guidance letter HKEX-GL121-26 on public float and
housekeeping Listing Rule amendments aligning related
provisions.
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Hong Kong Financial Secretary Advocates the
Government’s Aim to Turn CMU OmniClear into a
Multi-asset Class Platform that Provides Custodian
Services to Both Equity and Debt Securities

On January 28, 2026, the Financial Secretary of the
Hong Kong Special Administrative Region, Mr Paul
Chan, delivered remarks at the 3rd Hong Kong Capital
Markets Forum 2026, advocating the government’s
objective to transform CMU OmniClear Limited (CMU
OmniClear), a wholly owned subsidiary of CMU
OmniClear Holdings Limited into a multi-asset class

platform that provides custodian services to both equity
and debt securities.

Strategic Cooperation between HKMA and HKEX

Last year, the HKMA and HKEX entered into strategic
cooperation on CMU OmniClear. The aim is to turn it into
a multi-asset class platform that provides custodian
services to both equity and debt securities. This will
enhance interoperability in depository and collateral
management and facilitate more efficient use of such
assets as collateral to enhance their liquidity and return.

On November 12, 2025, HKEX announced a strategic
investment of up to HK$455 million (Hong Kong dollars)
to acquire a 20% stake in CMU OmniClear Holdings
Limited through subscription of new shares, with the
Exchange Fund retaining an 80% interest. The
partnership seeks to commercialize the Central
Moneymarkets Unit (CMU), expand investor central
securities depository services, broaden asset class
coverage, and advance collateral management services
to enhance cross-asset class efficiency. It marks a
milestone in transforming the CMU into a multi-asset
class platform that provides investors with one-stop
access to equity and debt securities while facilitating
efficient two-way investment flows between the Chinese
Mainland, Hong Kong, and international markets.

Current CMU Operations

The CMU provides computerized clearing and
settlement facilities for debt securities denominated in
Hong Kong dollars, US dollars, euro, and renminbi. It
offers  real-time  delivery-versus-payment  (DvP)
mechanisms linked to the respective currency real-time
gross settlement (RTGS) systems, as well as end-of-day
DvP services.

Proposed Extension to Equity Securities

The initiative seeks to extend custodian services to
equity securities alongside debt securities. This would
enable one-stop access to both asset classes within a
unified platform and support more efficient use of assets
as collateral.

Hong Kong’s proposed extension of the HKMA’'s CMU
settlement platform to stocks is part of the broader
strategy to enhance Hong Kong’s financial market
infrastructure. It reflects HKMA'’s efforts to strengthen
the stock market and promote the use of multi-class
assets as international collaterals. With HKMA’s
strategic partnership with HKEX, the initiative is
expected to enhance liquidity, promote product
innovation, and improve market efficiency, reinforcing
Hong Kong’s role as a risk management center and a
hub for international capital inflows.
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The initiative reflects Hong Kong’s strategic direction to
develop the CMU into a comprehensive multi-asset
custodian platform. It is expected to enhance asset
liquidity and returns and further strengthen Hong Kong'’s
position as an international financial center. The details
of implementation remain to be clarified, and the
progress will continue to illustrate Hong Kong’s efforts to
strengthen financial market infrastructure.
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Hong Kong Government to Enhance the City’s Role
as a Global Hub for Gold Trading

Hong Kong is positioning itself as an international hub
for gold trading, storage, clearing and risk management,
with the recent initiatives moving from conceptual
planning to concrete implementation under a long-term
development strategy.

Gold Market Development — Future Strategies and
Directions

On December 22, 2025, the Hong Kong Secretary for
Financial Services and the Treasury outlined a
multi-pronged plan covering storage capacity, supply
channels, trading and clearing infrastructure, investment
products and a local gold trading ecosystem, targeting
Hong Kong’s role as a global hub for the full gold value
chain at a briefing session on gold market development.
The Government considers that a preliminary “complete
industry chain” has already emerged, reflecting joint
efforts by the Government, regulators and market
participants over the past year or so.

A key practical focus is expanding professional storage
capacity and deepening connectivity with Mainland
markets. The Airport Authority has completed the
first-phase expansion of the precious metals depository
at Hong Kong International Airport to around 200 tonnes,
with plans under way to increase capacity further to
around 1000 tonnes, while the Shanghai Gold Exchange
has launched its first offshore vault in Hong Kong and
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Hong Kong and Shenzhen regulators have signed a
memorandum of understanding to build an integrated
regional gold ecosystem.

On market infrastructure, a central clearing system for
gold in Hong Kong, operated by a wholly
government-owned company, is scheduled to begin trial
operations in 2026 to support more efficient, centrally
cleared trading. In parallel, the Government’s strategy
envisages diversifying gold-related investment vehicles
and fostering a local ecosystem spanning exchanges,
banks, asset managers, miners, traders, refineries,
warehouses and logistics providers.

Institutional support will be strengthened through a new
industry-led organization for the gold sector, for which
the Government will establish a preparatory taskforce to
consult local and international stakeholders on structure,
membership and funding arrangements. The envisaged
body is expected to enhance dialogue with the
Government and regulators and to drive business
development, international promotion, cross-border
co-operation and talent development for Hong Kong’s
gold market.

Signing of Co-operation Agreement with Shanghai Gold
Exchange

Mainland connectivity in the gold market has been
further deepened by a co-operation agreement between
the FSTB and the Shanghai Gold Exchange signed on
January 26, 2026 in the presence of senior Central and
Hong Kong officials. The agreement is intended to
embed Hong Kong’s forthcoming gold central clearing
platform within a cross-border governance and
infrastructure framework linked to Shanghai’s market.

At the governance level, the agreement creates a
high-level collaborative governance structure for Hong
Kong Precious Metals Central Clearing Company

Limited and a formal channel for two-way market access.

The company, wholly owned by the Hong Kong SAR
Government, will have its board chaired by the Secretary
for Financial Services and the Treasury, with a Shanghai
Gold Exchange representative as Deputy Chairman,
and the SGE representative will participate in system
preparation, rule-making, participant admission and the
design of risk-management arrangements to support
efficient development and alignment with international
standards.

Substantively, the agreement is aimed at positioning
Hong Kong as a key offshore venue for
renminbi-denominated gold trading and settlement and
advancing the internationalization of the renminbi. It
provides for co-operation on leveraging the Shanghai
Gold Exchange’s physical warehousing management
regime for secure gold management services,
enhancing connectivity between on-exchange and

off-exchange gold trading, and pursuing business
convenience and technical alignment for investors in
both jurisdictions through the Hong Kong Precious
Metals Central Clearing Company Limited and other key
market participants, with the goal of building an
integrated, efficient and open cross-border ecosystem.

These structural initiatives are underpinned by a wider
package of supporting measures announced by the
Hong Kong Government, including support for Airport
Authority Hong Kong and financial institutions to
establish gold storage facilities targeting more than
2,000 tons of capacity within three years, follow-up
processing-trade co-operation with Shenzhen under an
existing memorandum, and the commencement of trial
operations of the government-owned gold central
clearing system within the year.

Additional measures include a proposal to classify
precious metals as qualifying investments under
preferential tax regimes for funds and single family
offices, the listing of a new gold fund with physical
redemption and an unlisted share class for potential
distribution via licensed digital asset exchanges, and
industry work on a sustainable gold governance
framework to promote sustainable  sourcing,
environmental protection and long-term responsibility
standards.

For market participants, the strategy to position Hong
Kong as a global gold hub has implications across
trading, storage and product development. Over time,
enhanced storage capacity, a centralized clearing
system and closer connectivity with Mainland platforms
such as the Shanghai Gold Exchange are likely to
support deeper liquidity, tighter pricing and a broader
range of exchange-traded and over-the-counter gold
products in Hong Kong, reinforcing the city’s role as a
preferred venue for regional and international bullion
flows.
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Hong Kong Exchanges and Clearing Limited
consults on Enhancements to Board Lot Framework,
Increasing Market Efficiency and Accessibility

Hong Kong Exchanges and Clearing Limited (HKEX)
has published a consultation paper on proposed
enhancements to the board lot framework in the Hong
Kong securities market, with the consultation open for
12 weeks until March 12, 2026.

The proposals follow recommendations by the Task
Force on Enhancing Stock Market Liquidity established
by the Government in August 2023 with aims to
streamline and standardize board lots, improve
operational efficiency across trading, clearing and
settlement, support participation for retail investors by
making board lot values more accessible.

Objectives and scope

HKEX has conducted a holistic review of the existing
board lot mechanism and is seeking market feedback on
a more streamlined framework for “Applicable Securities”
including equities (excluding equity warrants,
investment companies under Chapter 21 of the Main
Board Listing Rules trading only securities, SPAC
shares and SPAC warrants) and REITS.

The proposals focus on three key components:
standardization of board lot units, introduction of revised
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board lot value floor guidance, and introduction of new
board lot value ceiling guidance.

Standardization of board lot units

A board lot defines the number of shares per trading unit
in the securities market.

HKEX proposes to reduce the current range of over 40
different board lot units to eight standardized board lot
unit options. Under the proposal, issuers would select
their board lot units from the following set: 1, 50, 100,
500, 1,000, 2,000, 5,000 and 10,000 shares. These
options have been chosen to provide suitable choices
across different share price levels, minimize the number
of issuers required to adjust existing board lots, limit the
volume of corporate actions triggered by board lot
changes and reduce the creation of odd lots.

Board lot value floor and ceiling guidance

The consultation proposes reducing the board lot value
floor guidance from the current level of HK$2,000 to
HK$1,000. The board lot value floor is designed to help
prevent “negative value trades” in which execution costs
exceed the value of the trade, by ensuring board lot
values are not set too low.

In addition to lowering the floor, HKEX proposes to
introduce aboard lot value ceiling guidance of
HK$50,000. The ceiling is intended to encourage issuers
to adjust their board lot units where the board lot value
has risen over time to a level that may hinder investor
participation, particularly retail investors.

HKEX emphasizes that board lot value guidance (floor
and ceiling) seeks to ensure that board lot values are not
so low that they lead to negative-value trades, nor so
high that board lots become effectively unaffordable for
many investors.

Phased implementation and linkage with USM

HKEX proposes a phased implementation to minimize
disruption. In phase one, new issuers will be required,
upon listing, to adopt one of the eight standardized
board lot units and to comply with the revised board lot
value floor and new board lot value ceiling guidance.
Existing issuers will, in this phase, be required only to
comply with the updated floor and ceiling guidance
within a specified period after the effective date of phase
one and may use standardized units or share
consolidation/sub-division to do so.

In phase two, each existing issuer will be required to
adopt one of the standardized board lot units within a
specified period following its transition to uncertificated
shareholding under the Uncertificated Securities Market
(USM) initiative.

Aligning board lot changes with USM implementation is
expected to avoid the need to reprint share certificates
and to support a gradual transition that maximizes
operational efficiency and reduces market disruption.
HKEX is also considering enhancements to the odd lot
trading mechanism under the new board lot framework,
with further details to be announced in due course.

Under the proposed framework, issuers are given
flexibility to keep board lot values at a suitable level (e.g.
larger units for low-priced stocks, smaller units for
high-priced stocks) from the eight standardized option.
HKEX expects standardization to reduce order-input
errors, improve execution and hedging across shares
and related products, and simplify trading, clearing and
settlement system configurations, thereby making Hong
Kong’s market more user-friendly, including for
overseas investors.

Since many per-board-lot fees will be restructured under
USM, it is not anticipated to be a material fee impact
from standardization, and any adjustments needed for
associated products, such as structured products and
equity derivatives, should be handled through existing
capital adjustment processes, coordinated with issuers
and market makers to maintain orderly trading.

HKEX is also examining reforms to the odd-lot trading
mechanism so investors can trade quantities below one
board lot more efficiently, with concrete models and
timing to be set out in the consultation conclusions.
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Hong Kong Monetary Authority publishes Project
Cargox Recommendation Report to Modernize
Hong Kong's Trade Finance Landscape

The Hong Kong Monetary Authority (HKMA) has
published the “Project CargoX Recommendation
Report”, setting out 20 recommendations and a
multi-year roadmap to modernize Hong Kong’s trade
finance landscape. The initiative is aimed at reinforcing
Hong Kong’s role as a leading trade finance hub through
a robust, digitally connected trade infrastructure that
better leverages cargo and trade data.

Project CargoX is an HKMA-led initiative launched to
transform trade finance by digitalizing and connecting
key data flows across the trade ecosystem. To shape
the recommendations, the HKMA convened an Expert
Panel on CargoX comprising 24 industry experts from
banks, cargo data providers, credit reference agencies,
export credit insurers, government agencies and
international  organizations, which finalized the
recommendations and roadmap in December 2025

Three strategic pillars: Data, Infrastructure, Connectivity
The Report organizes its 20 recommendations under
three strategic pillars: Data, Infrastructure and
Connectivity.

e The Data pillar focuses on accelerating data-

enabled trade finance automation by integrating
strategic government cargo and trade data
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along with infrastructure, and enabling access to
historical trade transaction data, so as to
facilitate banks’ assessment of corporate
creditworthiness and increase the availability of
trade finance, particularly for SMEs.

e The Infrastructure pillar seeks to facilitate the

development of digital trade infrastructure to
enable paperless trade both in Hong Kong and
with overseas trading partners.
The Connectivity pillar  prioritizes enhancing
connectivity with other jurisdictions including
Chinese  Mainland and ASEAN, and
implementing relevant policies to maintain Hong
Kong’'s competitiveness as a trade and trade
finance hub.

Implementation and pilot trials

The Report provides a high-level roadmap for
implementing the 20 recommendations over the coming
years. The HKMA will play a central coordinating role,
working  with  banks, infrastructure providers,
government agencies and international bodies to
conduct pilot trials that test new data-sharing models,
digital trade processes and cross-border connectivity in
real-world settings. Mr Howard Lee, Deputy Chief
Executive of the HKMA, described Project CargoX as a
pivotal step in modernizing Hong Kong’s trade finance
ecosystem through advanced digital solutions and
stronger data connectivity, positioning the city as a
trusted, data-driven hub for global digital trade.

For banks and trade-active corporates, Project CargoX
points towards increasing use of digital trade data (such
as cargo, logistics and invoice information) in credit and
risk evaluation, and greater reliance on interoperable
digital platforms to support trade finance transactions.
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The Stock Exchange of Hong Kong Limited
Publishes Results of Annual Review of Issuers’
Annual Reports, Corporate Governance Reports
and Environmental, Social and Governance Reports,
Updates Annual Report Guide, and Launches Al-
based Annual Report Explorer

On December 11, 2025, The Stock Exchange of Hong
Kong Limited (the Exchange), a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing
Limited (HKEX), presented the results of its annual
review of issuers’ annual reports, corporate governance
(CG) reports, and environmental, social and governance
(ESG) reports for the 2024 financial year. The Exchange
also announced the launch of the Annual Report
Explorer, an artificial intelligence (Al)-based platform
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designed to assist issuers in preparing annual reports
and to facilitate investor access to disclosures. The
Exchange is the primary listing venue in Hong Kong, and
this annual review serves as a key regulatory
benchmark for listed issuers and corporate finance
professionals.

Findings for Listed Issuers

The Exchange stated that issuers continued to achieve
a high rate of compliance with the Listing Rules and
accounting standards. The review, conducted with the
assistance of Al technology, adopted a thematic
approach covering financial statements with auditors’
modified opinions, management discussion and
analysis, and disclosure of material securities
investment activities. While compliance was generally
strong, the Exchange identified areas for improvement,
particularly in the quality of narrative disclosures. Issuers
were encouraged to provide more substantive
explanations linking risks, performance, and forward-
looking strategies.

The CG review focused on board gender diversity,
tenure of independent non-executive directors (INEDs),
and overboarding. The Exchange observed gradual
improvement but emphasized that issuers should
prepare for new requirements under the Corporate
Governance Code. The ESG review assessed issuers’
readiness to adopt new climate-related disclosure
requirements that came into effect in January 2025. The
Exchange noted progress but recommended that
issuers integrate climate risk considerations more
consistently into their reporting frameworks.

Updated Guidance and Al Platform

Together with the combined report, the Exchange
updated its Guide on Preparation of Annual Reports.
The revisions provided recommendations to address
deficiencies identified in the review, including
management discussion and analysis, disclosure of
material securities investment activities, and directors’
discussion of principal risks.

The newly launched Annual Report Explorer transforms
the Annual Report Guide into an interactive web-based
resource. Featuring an Al-powered search engine, the
platform enables issuers and advisers to navigate the
Exchange guidance more efficiently. It also incorporates
a disclosure repository, allowing users to view reporting
practices across issuers by industry and market
capitalization. Findings and recommendations from the

latest review are accessible directly through the platform.

Implications

For intermediaries and corporate finance professionals,
the combined report underscored the importance of

advising issuers on disclosure quality and governance
practices. Sponsors and compliance advisers must
ensure that issuers’ annual reports meet the Exchange
expectations, particularly in areas such as connected
transactions, directors’ interests, and climate-related
disclosures. Inadequate reporting in these areas could
trigger regulatory inquiries or disciplinary action. The
Exchange stated that issuers should “strive for well-
integrated and consistent disclosure across all reporting
areas” and go beyond minimum requirements to raise
reporting standards and foster market transparency.
The December 2025 publications reinforced the
Exchange’s commitment to enhancing disclosure quality,
governance, and ESG reporting among listed issuers.

For issuers, the key takeaway is that compliance must
be accompanied by substantive, consistent, and
forward-looking disclosures. For intermediaries and
corporate finance professionals, the implications are
clear: advisory roles must extend to guiding issuers
through enhanced disclosure expectations, preparing
for new governance and ESG requirements, and
leveraging tools such as the Annual Report Explorer to
benchmark practices. Professional assistance will be
valuable in mapping disclosure obligations, updating
governance frameworks, and ensuring issuers remain
aligned with the Exchange’s evolving standards.
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Hong Kong Accounting and Financial Reporting
Council Proposes Mandatory Sustainability

Assurance to Strengthen Hong Kong’s Role as a
Leading Green Finance Hub

On December 29, 2025, the Hong Kong Accounting and
Financial Reporting Council (AFRC) published a
consultation paper proposing a mandatory sustainability
assurance framework for Hong Kong. The initiative
forms part of the Hong Kong Government’'s Roadmap on
Sustainability Disclosures, released in December 2024,
and is designed to strengthen Hong Kong’s role as a
leading green finance hub.

Mandatory Assurance Requirements

The framework proposes that all entities subject to
mandatory reporting under the Hong Kong Financial
Reporting  Standards  Sustainability = Disclosure
Standards (Mandatory HKSDS Reporting) must obtain
independent assurance. Assurance refers to external
verification of sustainability disclosures to ensure
credibility and comparability. The AFRC stated that the
framework is designed to formalize voluntary assurance
practices already adopted by many major listed
companies in Hong Kong.

Phased Implementation

The proposals set out a phased approach. From the
third financial year of Mandatory HKSDS Reporting,
entities must obtain limited assurance over Scope 1 and
Scope 2 greenhouse gas emission disclosures. From
the fifth financial year, limited assurance will extend to
all remaining disclosures required under HKSDS. This
phased implementation is intended to provide time for
issuers and assurance providers to prepare.

Sustainability Assurance Providers

Mandatory assurance must be conducted by registered
sustainability assurance providers (SAPs). These will
include registered local public interest entity auditors
meeting additional criteria, or accredited local non-CPA
firms with similar qualifications. Non-CPA firms may
include professional service providers with expertise in
sustainability-related disciplines such as environmental
science, engineering, or testing and certification. All
assurance engagements must comply with the Hong
Kong Standard on Sustainability Assurance 5000. A
single regulatory model is proposed to register and
regulate SAPs, with related standard-setting overseen
by the Hong Kong Institute of Certified Public
Accountants.

Stakeholder Consultation

The AFRC developed the proposals after analyzing
international practices in jurisdictions such as Australia,
the European Union, Malaysia, New Zealand, and
Singapore. It also assessed Hong Kong’s readiness,
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noting that 67% of Hang Seng Composite LargeCap
Index constituents published voluntary sustainability
assurance reports in 2025. Input was gathered from 27
stakeholder organizations, including listed companies,

assurance providers, investors, and professional bodies.

AFRC stated that the framework aims to safeguard
Hong Kong’s market competitiveness, while they
remarked that the proposals are designed to bring
consistency and comparability to disclosures.

The consultation represents a significant step in
formalizing sustainability assurance in Hong Kong.
Listed companies and financial institutions will need to
prepare for phased mandatory assurance requirements,
engage qualified assurance providers, and ensure
compliance with the proposed standards. The AFRC has
invited feedback from stakeholders, with responses due
by March 30, 2026.
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Statistics Shown by Hong Kong Companies
Registry’s Prosecution Cases Against Listed
Companies in 2025

In January 2026, the Hong Kong Companies Registry
published the Conviction Record of Listed Companies
Prosecuted under the Companies Ordinance in 2025. A
total of 126 convictions were recorded against listed
companies for breaches of statutory filing obligations
under the Companies Ordinance (Cap. 622) and its
predecessor Ordinance (Cap. 32).

Conviction Record of Listed Companies Prosecuted
Under the Companies Ordinance in 2025

1. Failure in or late filing of return of changes of
company secretary, directors or authorized
representatives of registered non-Hong Kong
companies (sections 791(2)(b) or 791(2)(c)).
There were 96 convictions, representing 76% of
all cases. The fines imposed ranged from HKD
12,000 to HKD 481,400.

2. Failure in or late filing of return required for
changes in the registered particulars of
registered non-Hong Kong companies (section
791, except sections 791(2)(b) or 791(2)(c)).
There were 10 convictions, representing 8% of
all cases. The fines imposed ranged from HKD
14,000 to HKD 150,000.
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3. Failure in or late filing of notice of changes of
company secretary and directors (sections 645
or 652). There were 3 convictions, representing
2% of all cases. The fines imposed ranged from
HKD 14,000 to HKD 50,000.

4. Failure in or late filing of annual returns and
accounts (section 662 or sections 788 and 789).
There were 11 convictions, representing 9% of
all cases. The fines imposed ranged from HKD
24,000 to HKD 178,200.

5. Failure in or late filing of return of allotment
(section 142(1)). There were 5 convictions,
representing 4% of all cases. The fines imposed
ranged from HKD 18,000 to HKD 38,200.

6. Failure in or late filing of notice of alteration of
company’s articles and a certified copy of the
articles as altered (section 88). There were 0
convictions.

7. Failure in or late filing of resolution (section 622).

There were 0 convictions.

8. Failure in or late filing of notice of mortgagee
entering into or going out of possession of
property (sections 349(1) or 350(3)). There were
0 convictions.

9. Failure in or late filing of return of share
redemption or buy-back (section 270(1)). There
was 1 conviction, representing 1% of all cases.
The fine imposed was HKD 120,000.

10. Failure in or late filing of notification of changes
of secretary, directors or authorized
representatives of registered non-Hong Kong
companies (sections 335(1)(b) or 335(1)(c) of
the predecessor Ordinance). There were 0
convictions.

11. Failure in or late filing of notification required for
changes in the registered particulars of
registered non-Hong Kong companies (section
335 of the predecessor Ordinance, except
sections 335(1)(b) and 335(1)(c)). There were 0
convictions.

12. Failure in or late filing of return of alteration of
corporate name of registered non-Hong Kong
company (section 778). There were 0
convictions.

The Companies Registry has specified that fines
imposed include daily default fines for continued
non-compliance. These fines were imposed on the
listed companies convicted of the offences and do not
extend to their subsidiaries. In 2025, a total of 126

convictions were recorded against listed companies,
with penalties ranging from HKD 12,000 to HKD 481,400.
Most cases arose from failures or delays in filing
statutory returns relating to changes in company
secretaries, directors or authorized representatives of
non-Hong Kong companies, while a small number
related to annual returns, accounts and returns of
allotment, with substantial fines were imposed in
instances of prolonged or multiple defaults.
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Hong Kong Accounting and Financial Reporting
Council Fines Rongcheng (Hong Kong) CPA Limited
and Two Principals Over HK$1.18 Million for
Regulatory Breaches

On January 6, 2026, the Hong Kong Accounting and
Financial Reporting Council (AFRC) imposed
disciplinary action against Rongcheng (Hong Kong)
CPA Limited (RCHK) and two of its principals, Lee Wai
Chi and Chan Kin Wai, including fines totaling
HK$1,183,000 and a public reprimand.

Summary of Violations

The AFRC’s investigation revealed the firm committed
multiple systemic breaches during the relevant period:

e Performing Audits Without Proper
Registration: During 2022 and 2023, RCHK
authorized Lee Wai Chi and Chan Kin Wai to act
as engagement partners for a total of 14 Public
Interest Entity (PIE) audit engagements, despite
neither being registered with the AFRC for those
roles at the time.

e Extended Lack of Key Registered Personnel:
For a period of approximately five months in
2022, the firm operated without any registered
engagement partner or registered quality
control system responsible person.

e Failure to Notify Regulator: The firm failed to

notify the Hong Kong Institute of Certified Public

Accountants (HKICPA) within the required

timeframe (within 14 days after a responsible

person ceased their role, and within 7 days after
losing its qualified registered personnel).

Non-compliance with Investigation: Chan Kin

Wai failed, without reasonable excuse, to

comply with a statutory requirement issued by

an AFRC investigator during the probe.

Regulatory Findings
The AFRC determined the actions constituted:

e RCHK: Violated sections 20V (authorizing an
unregistered person), 20U(1) (failing to ensure
required registered personnel), and the former
sections 20X(2) and 20ZA(1)(a) (notification
failures) of the Accounting and Financial
Reporting Council Ordinance (AFRCO),
amounting to "financial reporting misconduct."

e Lee Wai Chi & Chan Kin Wai: Violated section
20D of the AFRCO (acting as an engagement
partner without registration), constituting "CPA
misconduct."

The conduct of all three parties also breached the
fundamental principle of professional behavior regarding
compliance with laws and regulations under the Code of
Ethics for Professional Accountants.

Sanctions and Industry Implications

In determining the penalties, the AFRC considered the
seriousness, duration, and repeated nature of the
breaches, as well as their potential to undermine
regulatory effectiveness and public trust in the
profession. While the misconduct was not found to be
intentional, its scale was deemed significant.

The Head of the AFRC’s Inspection Division
emphasized that strict adherence to registration rules is
a cornerstone of audit firm accountability. The Head of
the Discipline Division reiterated the AFRC’s zero-
tolerance stance toward registration and notification
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failures and pledged continued robust enforcement to
uphold professional standards. This case serves as a
critical reminder for all practices to implement and
maintain effective internal controls to ensure ongoing
regulatory compliance.
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Source EJE:
https://www.afrc.org.hk/en-hk/news-centre/news/afrc-
reprimands-and-fines-rongcheng-hong-kong-cpa-limited-lee-
wai-chi-and-chan-kin-wai-over-hk-118-million-for-
contraventions-of-registration-and-notification-requirements-
under-the-afrco-1/

Former Vice President of Computershare Hong
Kong Investor Services Limited Jailed and Fined for
Insider Dealing

On December 18, 2025, the Eastern Magistrates’ Courts
sentenced Choi Chun Wai, a former Vice President of
Computershare Hong Kong Investor Services Limited,
to two months in jail, along with a fine and an order to
pay investigation costs to the Securities and Futures
Commission (SFC), for insider trading.

According to the case facts, while serving as Vice
President of Corporate Services at Computershare,
Choi was responsible for coordinating and monitoring
the voting process related to a privatization proposal of
ENM Holdings Limited. On September 22, 2023, Choi
learned from proxy forms he was processing that the
proposal had failed to meet the required shareholder
approval threshold. This information constituted material
non-public information (inside information). Having been
aware of the inside information, Choi sold all of his
1,500,000 ENM shares on September 25, 2023, before
ENM publicly announced that the privatization had
lapsed. Following the announcement, ENM’s stock price
declined approximately 10.26%, allowing Choi to avoid
a loss of around HK$289,500.

Choi’s conduct violated insider trading provisions under
the Securities and Futures Ordinance. During
sentencing, the Court noted that while the defendant
expressed remorse, insider trading is a serious offense
that undermines market fairness and integrity, making
an immediate jail term appropriate. The Court ordered
Choi to pay a fine of HK$289,500—equal to the loss he
avoided through the insider trading—and to pay
HK$120,407 in investigation costs to the SFC.
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The SFC’s Executive Director of Enforcement stated
that this conviction demonstrates the SFC’s commitment
to fighting insider trading and upholding the integrity of
Hong Kong’s financial markets. This case clearly shows
that insider trading is not only a civil violation but can
also lead to criminal prosecution and immediate
imprisonment. It underscores the need for all market
participants, especially professionals with access to
material non-public information, to strictly adhere to
confidentiality rules and implement strong internal
controls and compliance procedures. Companies
undertaking major corporate actions such as mergers or
privatizations must also strictly manage the flow of
sensitive non-public information to prevent its misuse.
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Hong Kong Financial Services and the Treasury
Bureau and Hong Kong Securities and Futures
Commission Conclude Consultations on Virtual
Asset Dealer and Custodian Regimes, Further
Consult on Two New Regimes

On December 24, 2025, the Financial Services and the
Treasury Bureau (FSTB) and the Securities and Futures
Commission (SFC) of Hong Kong concluded their
consultation on the legislative proposals for regulating
virtual asset dealing and custodian service providers in
Hong Kong. On the same day, they announced a further
market consultation on two new regulatory regimes for
virtual asset advisory service providers and virtual asset
management service providers.

Consultation Conclusions and Legislative Advancement

Considering market feedback, the FSTB and the SFC
propose to establish a licensing regime for virtual asset
custodian service providers under the Anti-Money
Laundering and Counter-Terrorist Financing Ordinance
(AMLO), with the aim of submitting a bill to the
Legislative Council in 2026. Concurrently, the regime for
virtual asset dealing service providers will also advance,
with its regulatory framework closely referencing Type 1
regulated activity (dealing in securities) under the
Securities and Futures Ordinance (SFO).

Key Arrangements for the Virtual Asset Custodian
Service Provider Regime

According to the consultation conclusions, the core
elements of the regime include:

e Scope of Coverage: Adopting a risk-based
approach focused on entities that safekeep
private keys or similar tools capable of
transferring clients' virtual assets. Entities not
directly safekeeping private keys (e.g., top-tier
trustees, fund managers) are generally
excluded from the licensing requirement.

e Licensing Targets:

o Existing affiliated entities of licensed
virtual asset trading platforms (if they
self-custody private keys);

o Banks, licensed corporations, and
stored value facility licensees that self-
custody private keys and provide
custodian services;

o Licensed or registered fund managers
that self-custody virtual assets for their
funds (new tokens may enjoy limited
exemption).

e Individual Licensing Requirements: The
following individuals must obtain a license or
register as "relevant individuals":

17



o Those with direct access to private keys
or the authority to initiate or approve
virtual asset transfers;

o Participants in multi-signature
schemes;

o Senior management and heads of core
functions;

o Individuals with access to private key
generation, storage, or recovery
systems.

¢ Financial Resources Requirements:
Licensed custodians must maintain minimum
paid-up share capital of HK$10 million and
minimum liquid capital of HK$3 million, except
for banks.

e Permitted Activities: In addition to asset
safekeeping, providing staking services and
facilitating third-party virtual asset transfers are
allowed under stringent controls.

e Transitional Arrangements: No "deemed
licensed" period will be provided. Existing
operators are encouraged to contact the SFC or
the HKMA immediately to initiate pre-application
procedures for a smooth transition upon the
regime's commencement.

e Prohibition of Unauthorized Promotion:
Persons not licensed or registered are
prohibited from actively marketing virtual asset
custodian services to the Hong Kong public,
regardless of where the marketing takes place.

The CEO of the SFC stated, " The significant progress
in our VA regulatory framework ensures Hong Kong
remains at the global forefront of digital asset market
developments by fostering a trusted, competitive and
sustainable ecosystem. Implementing the regimes for
virtual asset dealing and custodian service providers
represents a key step under the SFC's ASPIRE
roadmap to refine Hong Kong's regulatory framework,
aiding in the development of a robust and secure virtual
asset ecosystem.
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New “Continuous Contract” Criteria Under Hong
Kong’s Employment Ordinance Came into Effect on
January 18, 2026

On June 18, 2025, the Legislative Council passed
amendments to revise the working hours threshold for
defining a "continuous contract" under the Employment
Ordinance (the EQO). These revisions officially took effect
on January 18, 2026, marking a significant update to the
standards for determining employment contracts in
Hong Kong's labor rights protection framework. The
amendments aim to enable more employees with
flexible work arrangements to qualify for statutory
benefits.

Key Changes

The revisions primarily adjust the weekly working hours
threshold used to determine whether an employee is
employed under a "continuous contract." Under the
amended Ordinance, an employee is considered to be
employed under a "continuous contract” if the following
criteria are met:

e The employee has been employed continuously
by the same employer for four weeks or more;
and

e The employee meets either of the following
working hours requirements:

o Works at least 17 hours in any single
week; or

o (If the employee works less than 17
hours in any given week) Works a total
of 68 hours or more within a four-week
period comprising that week and the
three immediately preceding weeks.

The new regulation replaces the previous single, rigid
threshold of "at least 18 hours per week" with a more
flexible, two-track standard of "17 hours/week" or "68
hours/4 weeks." This change significantly relaxes the
requirement for weekly hours to be met consistently,
making it easier for employees with uneven work
schedules but sufficient total hours (e.g., some part-
time, shift-based, or project-based employees) to fall
under the protection of a "continuous contract.”

Under a "continuous contract," employees become
eligible for various statutory entittements—such as
statutory holiday pay, annual leave, sick leave,
maternity/paternity leave pay, and long service
payments—provided they also meet the specific
conditions for each benefit. The amendments do not
alter the eligibility criteria for these benefits themselves;
they only broaden the threshold for contract
classification.

Burden of Proof

The Ordinance clearly stipulates that in any dispute over
whether an employment contract constitutes a
"continuous contract," the burden of proof rests with the
employer. The employer must provide evidence
demonstrating that the contract is not a "continuous
contract," thereby strengthening protections for
employees.

Transitional Arrangement

The new criteria apply to employment periods
commencing on or after January 18, 2026. For
employment periods before this date, the previous
standard remains applicable: an employee must have
been employed continuously for four weeks or more and
worked at least 18 hours per week to meet the
"continuous contract" requirement.

These revisions reflect the trend of labor regulations
adapting to modern work patterns. While optimizing
workforce allocation, businesses must simultaneously
enhance their employment compliance management to
mitigate potential legal and labor dispute risks.
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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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