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The Stock Exchange of Hong Kong Limited
Publishes Consultation Paper with Proposals to
Enhance Listing Competitiveness

The Stock Exchange of Hong Kong Limited (Exchange),
a wholly-owned subsidiary of Hong Kong Exchanges
and Clearing Limited (HKEX), is consulting on significant
amendments to the Main Board Listing Rules to broaden
the range of companies that can list in Hong Kong, while
maintaining investor protection standards.

Overview and timeline

On March 13, 2026, The Exchange has published a
consultation paper on proposals to enhance the
competitiveness of Hong Kong’s listing framework (the
Consultation Paper). The consultation period is eight
weeks and ends on May 8, 2026.

The proposals focus on three main areas: weighted
voting rights (WVR) companies, issuers already listed
overseas, and initial listing requirements and related
listing arrangements.

Key proposals on WVR issuers

The Exchange proposes to lower financial eligibility
thresholds for new WVR listings to market capitalization
of either (A) at least HK$20 billion, or (B) at least HK$6
billion with revenue of at least HK$600 million for the
most recent audited financial year. This halves both the
existing market capitalization and revenue thresholds
and is intended to open the WVR route to a wider pool
of issuers.

For voting structures, the Exchange proposes to allow a
higher WVR ratio cap of 20:1 (from the current 10:1) if
the issuer’'s market capitalization at listing is at least
HK$40 billion. The required WVR shareholding at listing
would be adjusted to a minimum of 5 per cent, provided
that the WVR holding is worth at least HK$4 billion,
replacing the current 10 per cent baseline (with case-by-
case flexibility).

On innovativeness, the Exchange proposes to refine the
“innovative company” test to expressly allow
non-technology issuers that adopt new business models
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to list with WVR. The category of companies presumed
to be innovative would be expanded to cover qualified
biotech and specialist technology companies even if
they do not list under Chapters 18A or 18C. The
Exchange also intends to give clearer guidance on what
constitutes “meaningful” third-party investment by
sophisticated investors as external validation.

Overseas Listed Issuers

For secondary listings of WVR issuers, the Exchange
proposes to align the financial eligibility thresholds with
those for primary WVR listings, while maintaining the
existing requirement for a two-year compliant track
record on a Qualifying Exchange.

For non-WVR secondary listings, the Exchange
proposes to reduce the market capitalisation threshold
under the “two-year track record” test from HK$10 billion
to HK$6 billion, while keeping the HK$3 billion threshold
for issuers with a five-year track record on a Qualifying
Exchange or Recognized Stock Exchange.

The Exchange also plans to redraft and consolidate the
guidance on conversion from secondary listing to (dual)
primary listing and to set out the typical steps to achieve
compliance. In addition, the Exchange is seeking market
views on further facilitative measures to encourage
listings by issuers already listed overseas.

Initial Listing and Reporting Requirements

The proposal would codify existing guidance on
ownership continuity and control by clarifying that an
applicant can satisfy this requirement if there has been
no material change in the person or group exercising
influence over management during the relevant period,
even if there has been a change in legal ownership. This
is aimed at giving more certainty to applicants with
complex or evolving shareholder structures.

On financial reporting standards, an issuer listed or to be
listed in the United States that seeks a dual primary or
secondary listing in Hong Kong may currently apply for
a waiver to adopt US Generally Accepted Accounting
Principles (US GAAP). The Exchange proposes to
extend this option to subsidiaries of US-listed parents
and to companies with substantial US business
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operations, and to remove both the requirement to revert
to Hong Kong Financial Reporting Standards (HKFRS)
or International Financial Reporting Standards (IFRS)
upon a US delisting and the requirement for auditors to
review reconciliation statements for unaudited financial
results.

For commercialized biotech companies and specialist
technology companies, the Exchange proposes to
permit eligible applicants to list under the specialist
routes in Chapters 18A and 18C even if they meet the
Main Board’s ordinary financial eligibility tests. This
would allow such issuers to choose a route better
aligned with their sector and development profile.

Confidential Filing and Sponsor Disclosure

The Exchange proposes to extend the confidential filing
mechanism, currently limited to certain categories of
applicants  (including eligible secondary listing
applicants, biotech companies and specialist technology

companies or applicants granted case-by-case waivers),

so that it is available to all new listing applicants. This is
intended to offer greater flexibility in transaction
management and market timing.

The Exchange also proposes to enhance transparency
when returning listing applications that are not
substantially complete, by publishing not only the
identity of the sponsor but also the identities and roles of
the key professional parties responsible for the
application materials. This measure is designed to
further incentivize parties involved in listing applications
to maintain high standards of due diligence and
documentation quality.

Listed issuers and other market participants may submit
responses to the Consultation Paper by May 8, 2026
using the questionnaire available on the HKEX website.
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Hong Kong Financial Services and the Treasury
Bureau Welcomes Family Office Report and Hosts
“Wealth for Good” Summit to Attract 220 Family
Offices by 2028

The Hong Kong Financial Services and the Treasury
Bureau (FSTB) has welcomed the latest market study
on Hong Kong’s family office landscape, commissioned
by Invest Hong Kong and conducted by an independent
research institution in February 2026. Alongside the
“Wealth for Good in Hong Kong” Summit and related
initiatives — including strategic collaboration with

Bloomberg, the Family Office Digital Knowledge Hub,
and the Family Office Playbook — these efforts highlight
Hong Kong’s growing role as a global hub for family
capital and reinforce the Government’s commitment to
supporting the sector’s long-term development.

The study that the city is rapidly consolidating its position
as a leading global hub for family capital, with strong
growth in the number of offices, rising allocations to
alternative assets and technology, and deepening
integration with the local economy. The data also
underpins the Government’'s next phase of policy
measures, including an expanded tax incentive regime.

Scale, Profile and Economic Impact

As at end-2025, there were 3,384 single family offices in
Hong Kong, an increase of 681 from 2,703 at end-2023,
representing growth of more than 25% in two years, with
over half of these offices managing family wealth of at
least US$51 million. This acceleration reflects both
sustained confidence from global wealthy families and
the effectiveness of the Government’s multi-pronged
policy measures under the 2023 Policy Statement on
Developing Family Office Businesses in Hong Kong,
including tax concessions, talent attraction, investment
facilitation and ecosystem building.

Single family offices contribute around HK$12.6 billion
annually to the local economy through operating
expenditure alone and directly support over 10,000
full-time professional roles in high value-added areas
such as financial advisory, legal and accounting services.
When multi-family offices and peripheral professional
service providers are included, the pull effect on the
wider economy becomes even more pronounced,
supporting high-end employment and driving demand
for office space, professional services and
philanthropy-related activities.

Family Office Characteristics and Governance Trends

The surveyed single-family offices have highly
international origins, with wealth coming from the
Chinese Mainland, Hong Kong, Europe, the Middle East,
the broader Asia-Pacific region, the United States and
the  Americas. Around 40% already have
second-generation members in leadership roles, with
some involving third- and fourth-generation family
members, indicating that a significant share of the
Asia-Pacific inter-generational wealth transfer is being
managed from Hong Kong.

More than 75% of the families continue to own and
actively operate their core family businesses. In this
context, family offices are evolving from pure
wealth-preservation vehicles into strategic capital
platforms for the family enterprise, providing internal
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financing, direct investments and value-creation support
across the group.

Investment Directions and Asset Allocation

On deployment, respondents generally expect to
increase investments in both Hong Kong and the
Asia-Pacific region. Hong Kong is the only jurisdiction
where no respondents plan to reduce exposure, and it is
the top choice for expansion, with 60% of families
indicating an intention to increase their positions in the
city over the next three years.

Sector-wise, technology/media and healthcare are the
most sought-after areas, and alternative assets are
gaining prominence in overall allocations. Private equity
is firmly in the lead among alternatives, while interest in
hedge funds and digital assets is also rising, reflecting a
clear shift towards more diversified and resilient return
profiles.

Capital-entry Schemes and Ecosystem Building

The New Capital Investment Entrant Scheme has
already attracted more than 3,000 applications, which, if
all approved, are expected to bring over HK$90 billion of
new capital into Hong Kong and provide a clear route for
more family offices and high-calibre talent to base
themselves in the city. These inflows reinforce Hong
Kong’s positioning as a long-term home for family wealth
and as a gateway for global capital into the Chinese
Mainland and the wider region.

These developments are supported by close
collaboration between the Government and industry. On
overseas promotion visits, Invest Hong Kong's
FamilyOfficeHK team has identified strong interest in
Hong Kong’s preferential tax regime with no
geographical restriction, flexible investment
environment and the high level of privacy afforded by the
absence of licensing requirements for single family
offices. These features are core considerations for
families choosing Hong Kong as a location.

Policy Outlook

Hong Kong’s position in the global family office
landscape rests on a combination of mature financial
infrastructure, deep and liquid capital markets, robust
rule of law, close connectivity with the Chinese Mainland
and advantages in tax, privacy and flexible global
allocation. Market participants now expect the next
phase of development to focus on deeper networking
and matching between families and the real economy,
accelerated training of cross-disciplinary professionals,
and further diversification in family-office models.

In the near term, the Government plans to introduce
legislative proposals in the first half of the year to

broaden the scope of qualifying investments under
preferential tax regimes for funds and single family
offices to include precious metals, loans, private credit
investments and digital assets. The Wealth for Good in
Hong Kong Summit will return under the theme “Building
Lasting Legacies” at the end of March, and the
authorities remain confident of meeting the 2025 Policy
Address target of assisting more than 220 family offices
to establish or expand operations in Hong Kong between
2026 and 2028.
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The Stock Exchange of Hong Kong Limited
Releases Listing Committee Report 2025 to
Strengthen Market Oversight

On March 16, 2026, The Stock Exchange of Hong Kong
Limited (HKSE) has published its Listing Committee
Report 2025, highlighting a sharp rebound in listing
activity and setting out an active policy agenda aimed at
further strengthening market quality and
competitiveness.

Market Activity in 2025

In 2025, the Listing Committee reviewed 133 listing
applications, 26 disciplinary cases and 15 review cases.
The Exchange welcomed 119 new listings, representing
a 68% increase over 2024, including some of the world’s
largest initial public offerings (IPOs), major A-to-H
listings, 16 Biotech Companies, 5 Specialist Technology
Companies and new international issuers.

The Exchange also expanded the list of Recognised
Stock Exchanges in Southeast Asia by adding the Stock
Exchange of Thailand and observed strong post-IPO
follow-on activities involving sizeable equity and
equity-linked issuances.

The Chairman of the Listing Committee noted that Hong
Kong was ranked the world’s top IPO fundraising venue
in 2025, underscoring the impact of recent listing
reforms on market depth and efficiency.

Policy and Regulatory Initiatives in 2025

To support high-quality, technology-driven issuers, the
Exchange and the Hong Kong Securities and Futures
Commission (SFC) launched the dedicated Technology
Enterprises Channel (TECH) to guide Specialist
Technology Companies and Biotech Companies
through the listing process. Under TECH, these
companies may also benefit from a confidential filing
option and facilitation for listings with a weighted voting
right (WVR) structure.

The Exchange implemented Listing Rule amendments
to optimise IPO price discovery and open market
requirements and completed enhancements to the
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public float regulatory framework to provide issuers with
more flexibility in capital management. It also continued
to streamline the listing process by expanding the
paperless regime to allow wider use of digital
communication and payment technologies and
launched an Al-powered Annual Report Explorer to
assist issuers with ongoing compliance.

The Exchange is upgrading market infrastructure and
digital tools through detailed rule changes for an
Uncertificated Securities Market and a new Issuer
Platform, which will take effect once the relevant
subsidiary legislation concludes.

At the same time, the Listing Committee is tightening
expectations on sponsor standards and enforcement,
having raised concerns about declining IPO application
quality, backed a joint SFC—Exchange letter to sponsors
in December 2025 and an SFC circular in January 2026,
and imposed public sanctions on 13 issuers and 91
individuals, as well as delisting 31 long-suspended
issuers for serious financial reporting and governance
failures.

On corporate governance and ESG, enhanced
requirements effective July 1, 2025 focus on board
effectiveness, independence and risk management and
internal controls, while phased-in climate-related
disclosures aligned with international standards apply to
financial years commencing on or after January 1, 2025,
supported by updated guidance, training and thematic
reviews on financial reporting, board diversity, INED
tenure and climate-readiness.

Forward Agenda: Consultations and Regime Reviews

Looking ahead, the Exchange intends to finalise
proposals to enhance the competitiveness of the listing
framework after considering market feedback on its
recent consultation. It also plans to conclude its
consultation on enhancements to Hong Kong's
structured products listing regime under Chapter 15A of
the Main Board Listing Rules.

In response to stakeholder feedback, the Exchange
expects to consult the market on alternative trading
platforms and to initiate reviews of the listing regimes for
special purpose acquisition companies (SPACs) and
Specialist Technology Companies. The Listing
Committee Chairman emphasised that these reforms
are aimed at ensuring the listing framework remains
competitive, “fit for purpose” and supportive of Hong
Kong’s role as a global financial centre of choice.
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Hong Kong Securities and Futures Commission and
Hong Kong Independent Commission Against
Corruption Conduct Joint Operation to Combat
Insider Dealing and Corruption

The Hong Kong Securities and Futures Commission
(SFC) and the Hong Kong Independent Commission
Against Corruption (ICAC)have conducted a high-profile
joint operation against suspected insider dealing and
corruption involving senior executives of licensed
corporations, underscoring the enforcement risk around
equity placements and information flows. The case
illustrates the growing use of coordinated investigations
between the SFC and the ICAC where potential
breaches straddle securities law and anti-bribery
regimes.

In a joint operation codenamed “Fuse” carried out on 10
and March 11, 2026, ICAC and SFC officers searched
14 locations, including the offices of three licensed
corporations (two securities firms and a hedge fund
management firm) and the residences of the individuals
concerned. The ICAC arrested six men and two women
aged between 35 and 60, including senior executives of
the two licensed securities firms, a senior executive and
the owner of the licensed hedge fund management firm,
and a middleman.

It is suspected that senior executives of the licensed
securities firms accepted more than HK$4 million in
bribes from the owner of the hedge fund management
firm in exchange for disclosing confidential information
on share placements of various Hong Kong-listed

companies before public announcements. With the
information, the hedge fund management firm allegedly
established short positions in the relevant stocks
through short selling and/or short equity swap contracts,
generating profits of around HK$315 million when the
placement announcements were made and share prices
fell.

The operation originated from the SFC’s investigation
into suspected insider dealing, during which potential
corruption offences were identified and referred to the
ICAC. The ICAC is investigating suspected offences
under the Prevention of Bribery Ordinance (Cap. 201)
and the Organized and Serious Crimes Ordinance (Cap.
455) (including money laundering), while the SFC
continues to investigate suspected insider dealing and
other misconduct under the Securities and Futures
Ordinance (Cap. 571). Both agencies have stated that
no further comment will be made while the investigation
is ongoing.

Regulatory messages for licensed corporations and
listed companies

Implications for Licensed Corporations and Listed
Companies

The joint operation was conducted under the
Memorandum of Understanding between the ICAC and
the SFC, which facilitates information sharing and
coordinated enforcement where securities-related
misconduct overlaps with corruption risks. The case
highlights that senior executives of licensed
corporations may face simultaneous exposure to
securities, anti-bribery and money-laundering offences
where they misuse confidential information or accept
benefits in connection with capital-markets transactions.

For licensed corporations, the case underlines the
importance of robust controls around inside information,
wall-crossing, deal allocation and communications with
clients and counterparties in relation to share
placements and other price-sensitive transactions. For
listed companies, the case is a reminder to review the
integrity of information flows around placing exercises
and other capital-raising activities, and to ensure that
staff and advisers understand their obligations under
both the Securities and Futures Ordinance and the
Prevention of Bribery Ordinance (Cap. 201).
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Hong Kong International Academy Against
Corruption and Hong Kong Institute of Certified

Public Accountants Sign Memorandum of
Understanding to Jointly Foster Professional
Integrity and Probity in Accounting Industry

On March 13, 2026, the Hong Kong International
Academy Against Corruption (HKIAAC), established by
the Hong Kong Independent Commission Against
Corruption (ICAC), entered into a Memorandum of
Understanding (MoU) with the Hong Kong Institute of
Certified Public Accountants (HKICPA). The regulatory
initiative aims to promote integrity and professionalism
while jointly enhancing ethical standards, professional
competence, and corruption-risk awareness within the
accounting industry. As Hong Kong functions as an
international financial center, this development is
significant for listed issuers and corporate finance
professionals who rely on the accounting industry to
safeguard market integrity and strengthen corporate
governance.

Prioritizes Industry Ethics and Corruption Prevention

The formalization of the MoU integrates the practical
experience of the ICAC with the professional influence
of the HKICPA to cultivate accounting talents with
integrity and professional capabilities. The ICAC stated
that the accounting industry plays a pivotal role in
safeguarding market integrity, and this collaboration will
strengthen the ability of practitioners to identify and
prevent corruption risks in daily work. The HKICPA
stated that ethics and integrity are the fundamental
cornerstones of the accounting profession and that this
proactive step reinforces world-class ethical standards.
For those involved in corporate finance, this alignment
is intended to strengthen public confidence in Hong
Kong's financial stability and reinforce its status as a
leading international financial center.

Expands Personnel Exchange and Technical Training

Operationally, the MoU establishes a framework for the
ICAC and the HKICPA to deepen collaboration through
fostering personnel exchange and visits, as well as
enhancing integrity training. Under this framework, the
HKIAAC will collaborate with the HKICPA to develop
self-study courses for its members to strengthen the
culture of integrity within the industry. This follows
previous joint efforts, such as the November 2024
professional anti-corruption training co-hosted for 25
certified public accountants, including chief financial
officers and financial controllers from listed companies
and various enterprises. Additionally, the Forensic
Accounting Group of the ICAC previously shared
professional anti-graft experience with HKICPA
members regarding the collection of accounting
evidence and asset recovery.

The strategic partnership between the anti-corruption
authority and the accounting regulator indicates a
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commitment to maintaining Hong Kong's leading
position in clean governance through law enforcement,
prevention, and education. The integration of
specialized integrity training and personnel exchange
suggests that market participants will operate under a
framework of enhanced ethical oversight. For issuers
and intermediaries, the ongoing collaboration in areas
such as forensic accounting and corruption prevention
measures will serve as a foundation for maintaining
professional standards and navigating emerging
challenges in the business landscape.
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The Stock Exchange of Hong Kong Limited Issues
New Guidance on Concurrent Company Secretary
Appointments and Updates Corporate Governance
Guide

In February 2026, The Stock Exchange of Hong Kong
Limited (the Exchange) published two new Frequently
Asked Questions — FAQ 1.2 (No. 3) and FAQ 17.1 (No.
8) — regarding company secretaries holding multiple
listed issuer positions, recommending reference to
HKCGI guidelines. Alongside the FAQs, the Exchange
also released an updated Corporate Governance Guide
for Boards and Directors (the CG Guide) .

Concurrent Appointments: The Regulatory Position

Under Code Provision C.6.1 of the Corporate
Governance Code (the CG Code) , a company
secretary must maintain day-to-day knowledge of the
issuer's affairs and remain accessible to all directors on
board procedures and regulatory compliance. While no
fixed numerical cap applies, a company secretary
should not hold more than nine named listed-issuer
appointments  without satisfying the disclosure
requirements set out in the Company Secretarial
Appointment Guidelines published by The Hong Kong
Chartered Governance Institute (HKCGI) in January
2026. Each case will be assessed on its own facts and
circumstances.

Where HKEX raises a query on capacity, it is the listed
issuer — not the company secretary individually — that
must demonstrate to HKEX that the secretary is able to
devote sufficient time and attention to the issuer's
governance and compliance affairs and discharge all
requisite duties. This obligation applies equally to
appointments at potential listing applicants. The CG
Guide further confirms that each issuer is obliged to
ensure its company secretary has the resources to
closely follow the issuer's daily affairs so as to perform
his or her duties properly.

Updated Corporate Governance Guide

The February 2026 CG Guide covers board and director
responsibilities, INED tenure requirements, Lead INED
functions, nomination committee obligations, board
performance evaluation, board skills matrix disclosure,
and risk management and internal controls. The CG
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Guide should be read alongside the relevant Listing
Rules and does not form part of the Listing Rules.

Issuers whose company secretary holds concurrent
appointments should ensure they are in a position to
demonstrate to HKEX that the secretary can devote
sufficient time and attention to the issuer's governance
and compliance affairs. For corporate groups with
multiple Hong Kong-listed entities sharing a company
secretary, the obligation applies at the individual listed-
issuer level. The same framework applies at the pre-
listing stage.
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Hong Kong Privacy Commissioner for Personal Data
Issues Alert on Risks of OpenClaw and Agentic Al
and Urges Safe Use of Artificial Intelligence

On March 16, 2026, the Office of the Privacy
Commissioner for Personal Data, Hong Kong (Privacy
Commissioner) released a media statement addressing
the security and privacy risks associated with OpenClaw
and other agentic artificial intelligence (agentic Al).

Heightened Operational Risks for Listed Issuers and
Intermediaries

The Privacy Commissioner stated that agentic Al—
defined as a high-privileged Al tool capable of reading
local files, allocating system resources, and
autonomously executing multi-step tasks such as
handling emails or settling payments without real-time
user involvement—poses higher risks than standard Al
chatbots. On March 16, 2026, the authority noted that
the default access rights of agentic Al often allow it to
access device account credentials and contents saved
in browsers. If access settings lack stringent restrictions,
there is a risk of unauthorized access or reproduction of
personal data by third parties. Furthermore, agentic Al
may misinterpret commands and mistakenly delete
important data, such as entire email records, which
could impact corporate record-keeping and regulatory
disclosure standards.

Core Compliance and Security Action Points

The Privacy Commissioner outlined the following
measures for organizations deploying agentic Al

e Grant Minimum Access: Users will apply the
principle of least privilege, providing only the
minimum access rights necessary to complete
tasks and avoiding the disclosure of sensitive

10


https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/CG_Guide(202602).pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/CG_Guide(202602).pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/CG_Guide(202602).pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/faq_17,-d-,1(202602).pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/faq_17,-d-,1(202602).pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/faq_17,-d-,1(202602).pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/faq_1,-d-,2(202602).pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/faq_1,-d-,2(202602).pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Whats-New/News-Item/faq_1,-d-,2(202602).pdf

credentials, such as identification documents or
bank passwords, to Al tools arbitrarily.

e Use Official Versions: Download only the latest
official versions of agentic Al from verified
channels to ensure system vulnerabilities are
patched and to avoid high-risk third-party or
outdated versions.

e Adopt Adequate Security Measures: Implement
safeguards to ensure system security, such as
separating the Al runtime environment from
local servers, strengthening network controls,
and strictly managing internet-facing surfaces.

e Vet Plugins and Skills: Verify that all Plugins or
Skills  (software add-ons that extend
functionality) are official and free of malicious
code before installation to prevent hackers from
exploiting vulnerabilities to take over user
accounts.

¢ Maintain Human-in-the-Loop: Conduct
continuous risk assessments and adopt a
human-in-the-loop approach—a governance
model where humans retain final control in
decision-making—for high-impact operations
like data transmission or system configuration
modifications.

The strategic shift toward autonomous Al agents
necessitates a corresponding upgrade in data
governance frameworks. Organizations will align their
practices with the Privacy Commissioner’s Artificial
Intelligence: Model Personal Data Protection
Framework, which reflects international prevailing
norms and best practices. Adhering to these standards
while leveraging agentic Al will require robust internal
controls and ongoing risk assessments. Professional
assistance in auditing Al access permissions and
updating product governance protocols will be essential
for maintaining market trust and operational resilience in
an increasingly automated environment.
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Hong Kong Securities and Futures Commission
Obtains Worldwide Court Orders in Hong Kong and
England and Wales to Freeze Assets in Alleged
Insider Dealing

On February 24, 2026, the Hong Kong Securities and

Futures Commission (SFC) announced it had obtained
worldwide interim injunction orders in Hong Kong and
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England and Wales to freeze the assets of three
suspects in an alleged insider dealing case.

Extraterritorial Enforcement and Use of Section 213
Powers under SFO

On February 12, 2026, the Court of First Instance of
Hong Kong granted a worldwide interim injunction order
(HK Order) against Mr. Chan Ching Wa (Chan) (a former
Assistant Vice President of the Listing Division of Hong
Kong Exchanges and Clearing Limited (HKEX)), Mr.
Lam Cho Man (Lam), and Mr. Chau Chi Kwong (Chau).
HKEX operates the primary stock and futures markets in
Hong Kong through its subsidiaries, including The Stock
Exchange of Hong Kong Limited (HKSE). The SFC
alleged that Chan, during his tenure in the Listing
Regulation and Enforcement Department, accessed
confidential and price-sensitive information regarding at
least seven listed companies. Chan allegedly procured
Lam to trade shares on his behalf and tipped off Chau
with inside information.

On February 24, 2026, the SFC confirmed it had also
obtained a first-of-its-kind interim injunction from the
High Court of Justice of England and Wales (UK Order)

to freeze the assets of Chan and Chau in that jurisdiction.

The SFC utilized its powers under section 213 of the
Securities and Futures Ordinance (SFO) (Cap. 571) —a
remedial provision that allows the court to grant
injunctions or restore parties to their original positions
following market misconduct—to ensure assets remain
available to meet future court-ordered reliefs. The orders
prohibit the disposal of assets up to a total value of
HK$3,709,566 for Chan and Lam, and HK$604,545 for
Chau. These measures were necessary as the suspects
have left Hong Kong and transferred assets overseas to
avoid regulatory reach.

The SFC's successful deployment of cross-border legal
actions underscores a heightened determination to hold
market wrongdoers accountable, regardless of their
physical location. For listed companies and
intermediaries, this case highlights the critical
importance of rigorous internal controls and the
monitoring of price-sensitive information. It serves as a
reminder that the Hong Kong regulatory framework
possesses a global reach, capable of securing assets
across jurisdictions to maintain market integrity.
Professional guidance in reviewing employee conduct
policies and enhancing data-access safeguards will be
vital for organizations to mitigate the risks of internal
misconduct.
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Hong Kong Securities and Futures Commission and
Regulators Launch GenA.l. Sandbox++ to Foster
Artificial Intelligence Innovation in Financial
Services

On March 5, 2026, the Hong Kong Monetary Authority
(HKMA), the Securities and Futures Commission (SFC),
the Insurance Authority (lA), and the Mandatory
Provident Fund Schemes Authority (MPFA), in
collaboration with the Hong Kong Cyberport
Management Company Limited (Cyberport), announced
the launch of the Generative Artificial Intelligence
(GenA.l.) Sandbox++. This cross-sector regulatory
initiative is designed to promote the responsible
adoption of artificial intelligence across Hong Kong’s
financial services industry within a risk-controlled
framework.
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Building on the practical experience and outcomes of the
GenA.l. Sandbox initiative launched in 2024, the GenA.l.
Sandbox++ further expands its regulatory coverage to
encompass multiple financial sectors, including banking,
securities and capital markets, asset and wealth
management, insurance, mandatory provident fund
(MPF), and stored value facilities.

Consistent with the original policy direction of the
sandbox framework, the GenA.l. Sandbox++ continues
to focus on three key supervisory priorities — risk
management, anti-fraud, and customer experience.
Regulators emphasized the continued advancement of
the “A.l. vs. A.l.” supervisory approach, which leverages
artificial intelligence itself to monitor, manage, and
mitigate the risks arising from A.l. applications. This
reflects a broader evolution in regulatory practice from a
primarily rule-based approach toward the integration of
technology-enabled governance tools.

Participating financial institutions will receive targeted
supervisory  guidance, technical support, and
complimentary access to graphics processing unit (GPU)
computing resources at Cyberport’s Al
Supercomputing Centre. These arrangements are
intended to facilitate the development, testing, and
refinement of GenA.l. use cases in a risk-controlled
environment. The Sandbox++ framework also enables
early-stage engagement between financial institutions
and regulators prior to product or application deployment,
allowing iterative dialogue on regulatory expectations,
risk identification, and mitigation measures, thereby
reducing downstream compliance uncertainty.

The HKMA noted that the launch of the GenA.l
Sandbox++ represents an important milestone under its
“Fintech 2030” strategy, underscoring the authorities’
commitment to advancing technology-led financial
innovation while safeguarding financial stability and
maintaining effective risk controls. The initiative is
positioned to further strengthen Hong Kong's
competitiveness as a leading international financial
Centre.

The introduction of the GenA.l. Sandbox++ signals the
continued adoption by Hong Kong financial regulators of
a forward-looking and engagement-based supervisory
model in responding to emerging technologies such as
artificial intelligence, rather than relying solely on ex post
enforcement. Regulatory focus is expected to
concentrate on A.l governance structures,
accountability frameworks, data management, model
transparency, and ongoing monitoring mechanisms.
Financial institutions considering the deployment of
GenA.l. applications are advised to conduct early
reviews of their internal policies, risk management and
compliance arrangements, and to consider structured

engagement with regulators through the Sandbox++ to
align with evolving supervisory expectations.
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Hong Kong Accounting and Financial Reporting
Council Takes First Disciplinary Actions against
Multiple Practice Units for Anti-Money Laundering
Non-Compliance and Imposes HK$290,000 in Fines

On March 5, 2026, the Hong Kong Accounting and
Financial Reporting Council (AFRC) announced that it
had publicly reprimanded Prism Hong Kong Limited
(Prism), Mr Wong Ka Chun (Wong), and Danny Ho &
Company (DH&C) together with Mr Ho Oi Suen, Danny
(Ho) for failing to comply with the Guidelines on Anti-
Money Laundering and Counter-Terrorist Financing for
Professional Accountants (the AML Guidelines). The
AFRC imposed pecuniary penalties of HK$150,000 on
Prism, HK$70,000 on Wong, and HK$70,000 on DH&C
and Ho collectively.

The AFRC stated that the AML Guidelines form part of
the Code of Ethics for Professional Accountants. It
considered that the relevant failures by the practice units
and practising accountants constituted CPA misconduct
under the Accounting and Financial Reporting Council
Ordinance (Cap. 588) (the AFRCO). The AFRC
emphasized that strict adherence to and compliance
with the AML Guidelines are essential to safeguarding
the integrity of Hong Kong’s financial system. It also
warned that, should similar non-compliance persist
within the profession, it would escalate the level of
sanctions in order to send a clear and deterrent
message to the accounting profession.

Case concerning Prism

In relation to Prism, the AFRC found during its 2023
inspection of the public interest entity auditor that, in
accepting a number of new engagements for the
provision of certain specified services, Prism had
committed multiple breaches of the AML Guidelines.
These included failing to perform a required risk
assessment of a client to determine whether certain
individuals posed a higher risk of money laundering or
terrorist financing; failing to verify a person’s authority to
act on behalf of a client before accepting the
engagement; and failing to conduct the required name
checks of client entities against the United Nations
Security Council’s Sanctions List. The AFRC considered
that such non-compliance constituted CPA misconduct.

Cases concerning Wong and DH&C

In relation to the cases concerning Wong and DH&C, the
AFRC found during its 2025 inspections that both
practice units exhibited serious deficiencies of a similar
nature. These included a lack of the foundational
policies, procedures and controls necessary for
compliance with the AML Guidelines; failures to properly
perform customer due diligence on clients; and failures
to properly conduct name checks of client entities
against the Sanctions List. The AFRC considered that

these deficiencies demonstrated a complete lack of
awareness and understanding of the AML Guidelines on
the part of the practitioners concerned.

The AFRC further noted that these deficiencies were
systemic failures at the firm level. In its view, they not
only amounted to breaches of the AML Guidelines, but
also indicated violations of the fundamental principle of
professional competence and due care under the Code
of Ethics for Professional Accountants. Accordingly, they
likewise constituted CPA misconduct under the AFRCO.

These cases marked the first time the AFRC had taken
disciplinary action against multiple practice units for non-
compliance with the AML Guidelines, reflecting that anti-
money laundering compliance obligations are no longer
merely general professional expectations, but may
directly result in public reprimands and pecuniary
penalties. Audit firms and practising accountants should
establish and implement effective AML control systems
to ensure that client risk assessments, customer due
diligence, authority verification and sanctions screening
are properly carried out both at the engagement
acceptance stage and on an ongoing basis. It is
expected that the AFRC will continue to enhance the
profession’s focus on AML responsibilities through
compliance monitoring inspections and disciplinary
actions, and to drive further improvements in internal
controls and implementation standards.
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Hong Kong Accounting and Financial Reporting
Council Enforces Disciplinary Actions against
Registration and Independence Breaches to Uphold
Audit Integrity

On March 10, 2026, the Accounting and Financial
Reporting Council (AFRC) published a press release
announcing disciplinary actions taken in three cases
involving breaches of statutory registration obligations
and independence requirements under the Code of
Ethics for Professional Accountants. The enforcement
actions underscore the AFRC’s commitment, as an
independent regulator, to safeguarding audit quality,
protecting the public interest, and promoting the
sustainable development of the accounting profession.

Cases Involving Non-Compliance with Registration and
Independence Requirements

The first case concerns Jon Gepsom CPA Limited
(formerly McM (HK) CPA Limited) and two of its
associated practitioners — Mr. Wong Ka Bo, Jimmy and
Mr. Lo Ka Ki — relating to the audit of the consolidated
financial statements of a Hong Kong listed company.
The firm and the practitioners breached statutory
registration requirements and failed to comply with
auditor independence requirements.

The second case relates to the first and concerns a
practitioner, Mr. Tang Wai Leung. He acted as an
external Engagement Quality Control Reviewer (EQCR)
for the same audit mentioned above without the required
registration, and breached independence requirements
while acting in that role.

The third case relates to Mr. Yeung Chi Fai, a certified
public accountant practicing in his own name. He signed
off audit reports for 15 private companies without holding
a valid practicing certificate, in breach of statutory
registration requirements. He also audited the financial
statements of six private companies while serving as the
company secretary for those companies, thereby
breaching independence requirements.

Disciplinary Sanctions Imposed

In response to the above misconduct, the AFRC
imposed the following disciplinary sanctions:

e issued a public reprimand to each of the
abovementioned regulates;

e imposed pecuniary penalties totaling
HK$315,000 in the first case, comprising
penalties of HK$210,000 for Jon Gepsom,
HK$70,000 for Mr. Wong, and HK$35,000 for Mr.
Lo;

e imposed a pecuniary penalty of HK$70,000 in
the second case against Mr. Tang;

e imposed a pecuniary penalty of HK$161,000 in
the third case against Mr. Yeung; and

e ordered Mr. Tang and Mr. Yeung to pay the
investigation costs and expenses.

Continued Focus on Industry Compliance

Head of Investigation and Compliance at the AFRC,
stated that independence is one of the fundamental
ethical principles for professional accountants. Auditors
must remain vigilant and take proper steps to identify,
evaluate and address self-interest and self-review
threats, and implement safeguards that directly address
the root causes of those threats. He emphasized that
breaches of independence requirements, whether
intentional or inadvertent, compromise auditors’
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professional judgment and objectivity, and constitute
serious matters warranting regulatory attention. Head of
Discipline, stressed that engagement partners and
EQCRs must take personal responsibility for ensuring
their registration is valid before taking up their roles, and
that audit practitioners must likewise hold a valid
practicing certificate when conducting audit work. She
noted that these are basic statutory requirements and
non-compliance is totally unacceptable.

The enforcement actions reflect the AFRC’s continued
focus on ensuring compliance with registration
requirements and upholding auditor independence,
thereby reinforcing public confidence in the accounting
profession.
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Hong Kong Accounting and Financial Reporting
Council Reprimands and Fines Forvis Mazars CPA
Limited and Grant Thornton Hong Kong Limited
HK$3.72 Million for Systemic Failures in File
Archiving

On March 3, 2026, the Hong Kong Accounting and
Financial Reporting Council (AFRC) announced
disciplinary actions against two public interest entity (PIE)
audit firms, imposing a pecuniary penalty of HK$1.4
million on Forvis Mazars CPA Limited (Mazars) and
HK$2.32 million on Grant Thornton Hong Kong Limited
(Grant Thornton) , together with public reprimands.

Breach Facts

Audit documentation serves as the primary evidence of
an auditor’s compliance with professional standards.
Under Hong Kong Standard on Auditing 230, audit files
must be completed and archived within 60 days of the
audit report’s issuance. Following inspections and
subsequent investigations, the AFRC found that Mazars
had 413 audit engagements that had not been archived
within the prescribed time frame, 96 of which had
remained unarchived for more than one year; and that
Grant Thornton had 491 such engagements, 303 of
which had remained unarchived for more than one year
and 44 for more than three years.

The AFRC noted that these violations were not isolated
incidents but reflected broader systemic issues. Both
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firms failed to establish and implement effective policies
and procedures to ensure timely archiving, thereby
breaching Hong Kong Standard on Quality Control 1 and
Hong Kong Standard on Quality Management 1.
Persistent delays in archiving not only compromise the
integrity of audit documentation but also raise questions
about the robustness of a firm’s internal controls and its
commitment to professional integrity.

Cooperation Matters: Divergent Degrees of Cooperation
Yield Different Penalties

While both firms admitted their misconduct and
accepted the disciplinary actions, the AFRC’s penalty
assessment clearly distinguished between their levels of
cooperation during the investigation:

e Mazars took proactive steps to address its
breaches after identifying the issues and kept
the AFRC regularly informed of its remediation
progress. By the time the investigation
commenced, only one engagement remained
unarchived. In recognition of its cooperative
approach, the AFRC exercised its discretion
under the Guidance Note on Cooperation with
the AFRC to reduce the pecuniary penalty by
30%.

e Grant Thornton, although submitting
remediation plans in response to the AFRC’s
inspection reports, still had 298 engagements
unarchived by the start of the investigation.
Moreover, the firm provided inaccurate data and
information during the verification process,
unnecessarily prolonging the investigation. As a
result, Grant Thornton received only a 10%
reduction in its penalty.

The AFRC emphasized that cooperation is a critical
factor in disciplinary outcomes. Proactive engagement
and timely remediation can substantially mitigate
sanctions, whereas delays or inaccurate submissions
only invite more severe consequences.

Head of Investigation and Compliance, and Head of
Discipline, commented: “These cases are serious and of
grave concern. Timely archiving of audit documentation
is a fundamental duty of auditors and an essential
element of audit quality. Firms must establish and
maintain robust systems of quality management and
controls, supported by sufficient and appropriate
resources, to ensure due compliance with audit
standards. Otherwise, it severely undermines the firm’s
credibility and erodes public confidence in the
profession.”
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Hong Kong Financial Services and the Treasury
Bureau Publishes Consultation Conclusions and
Plans First-Phase Measures by August to
Strengthen Regulation of Licensed Money Lenders

On March 13, 2026, the Hong Kong Financial Services
and the Treasury Bureau (FSTB) published the
consultation conclusions on strengthening the regulation
of licensed money lenders and announced the phased
implementation of relevant measures. The first-phase
measures, scheduled to take effect in August 2026, aim
to address the issue of excessive borrowing in relation
to unsecured personal loans. Key measures include
introducing “debt servicing ratio” caps, prohibiting
money lenders from requiring borrowers to provide loan
referees, and mandating the inclusion of specified risk
warning statements in money lending advertisements.
Measures under the second phase, relating to the Credit
Data Smart (CDS), will be rolled out in June 2027. The
FSTB and the Companies Registry (CR) are drafting the
revised licensing conditions and administrative
guidelines and have held discussions with the Judiciary
on updating issued money lender license in phases to
align with the implementation.

First-Phase Measures Focus on Borrower Affordability
and Advertising Standards

According to the consultation conclusions, the first-
phase measures (effective August 2026) consist of three
core elements:

e introducing “debt servicing ratio” caps for
unsecured personal loans of low-income
earners;

e prohibiting money lenders from requesting
borrowers to provide loan referees; and

e requiring money lenders to include risk warning
statement specified by the CR in their money
lending advertisements.

Second-Phase Measures Focus on Enhancing Credit
Data Infrastructure

The second-phase measures (effective June 2027) will
focus on arrangements related to the CDS:

e requiring all money lenders engaging in
unsecured personal loan business to submit
personal credit information of their unsecured
personal loan borrowers to the CDS once every
30 days; and

e requiring money lenders with total amount of
unsecured personal loans reaching HK$50
million or above, and money lenders engaging

in unsecured personal loan business involving
borrowers whose monthly income is lower than
HK$12,000, to join the CDS to obtain personal
credit information of borrowers.

To ensure the smooth implementation of the new
measures, the FSTB and the CR will maintain close
liaison with industry associations through various
channels, providing information and guidance to money
lenders. Furthermore, discussions have been held with
the Judiciary to update issued money lender licences in
phases to align with the implementation schedule of the
two-phase measures. The consultation conclusions
document has been uploaded to the FSTB website for
public access.
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Public Notices on Supplemental Filing
Requirements by the China Securities Regulatory
Commission Focus on Red-Chip Compliance,
Further Tightening Pre-Filing Scrutiny of Hong Kong
Listing Projects

Within the framework of the China Securities Regulatory
Commission’s (the CSRC) unified filing regime for direct
and indirect overseas offerings and listings by PRC
domestic companies, the CSRC released two
consecutive batches of Public Notices on Supplemental
Filing Requirements for Overseas Offerings and Listings
((\HIRITETERHZEMBIERAR) ) in March
2026. These notices direct multiple applicants to make
supplemental disclosures and undertake targeted
verifications, with a look-through focus on: (i) the
compliance basis for red-chip structuring and round-trip
M&A,; (ii) the authenticity and fairness of equity formation
and changes; and (iii) control and use-of-proceeds
arrangements.  Collectively, they evidence a
consolidating integrated review pathway in filing
practice—“structure—history—assets—control-funds.” For
Mainland issuers contemplating a Hong Kong listing via
a red-chip structure, the two notices together send a
clear signal: a red-chip structure is not per se
disqualifying, but the historical formation of the structure
and the documented chain of compliance evidence will
directly affect filing dialogue efficiency and deal certainty;
accordingly, front-loaded compliance diagnostics and
evidence preparation must be brought materially
forward.

Refinement of the Filing Framework and Heightened
Disclosure Expectations for Red-Chip Projects

Under the Regulatory Guidance—Overseas Offering
and Listing No. 2 ( {(IsERMNERIES|l—RIMLRITE
T 2 5) ), companies pursuing an indirect overseas
listing must submit, at the filing stage, a complete equity
and control structure chart, a PRC legal opinion, and the
relevant listing documents, and must comprehensively
explain corporate history, controlling shareholder, de
facto controller, 5%+ shareholders, trust arrangements,
and any nominee/entrusted shareholding. The
Guidance further requires that filing reports be objective

and comprehensive, emphasize substance over form,
and avoid promotional or marketing language.

In recent rounds of supplemental filing requirements,
regulators repeatedly apply and particularize these
standards, extending red-chip disclosure obligations
beyond static “structure snapshots” to the formation
process and its underlying compliance basis.

Red-Chip  Structuring,  Round-Trip M&A, and
Asset-Injection Pathways as Central Review Targets

In the March 16-20, 2026 supplemental filing notices,
regulators again raised verification items directly tied to
the lawfulness of red-chip structuring and round-trip
M&A, including, without limitation:

e Whether 5%+ shareholders have duly
completed foreign-exchange registration under
Circular 37 (SAFE Circular on Registration for
Overseas Investment by PRC Residents) ( {&E
FINMCEERXTERERNERFREIMIEINC
ZILEENBH) )

o Whether PRC entities or individuals investing
through offshore structures have fulfiled PRC
outbound investment and other onshore
regulatory procedures;

e Where the red-chip build-out involved the
acquisition of onshore entities, whether the
applicant has disclosed consideration, valuation
basis, taxes and fees paid, and fairness; and

e  Whether the round-trip M&A or asset-injection
arrangements comply with the Provisions on the
Merger and Acquisition of Domestic Enterprises
by Foreign Investors ( {<FsMNERL T E FHMWE
A E D) and whether there are
indicators of undervalued transfers of onshore
assets offshore.

These items indicate that regulatory scrutiny now
extends well beyond the mere existence of a red-chip
structure to how onshore assets were migrated into the
offshore listing vehicle, whether transaction paths are
genuine, pricing is reasonable, and historical
procedures are complete.

Enhanced Look-Through Testing of Historical Equity
Changes, Nominee Holdings, and Employee Equity
Programs

The mid-March 2026 notices further underscore a focus
on the substance of historical equity evolution and
benefit arrangements. In multiple cases, the CSRC
required detailed explanations, with conclusive PRC
counsel opinions, on:
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e Pricing bases for each historical capital increase
and equity transfer, funding performance, and
whether any capital contribution defects or
capital withdrawal occurred;

e Existence, rationale, and unwinding of any
historical nominee/entrusted shareholding;

e Employee share ownership plans (ESOPs) or
equity incentive schemes—background,
decision-making, implementation, and whether
any improper benefit transfer is implicated; and

e Reasonableness of pricing for new
shareholders admitted within the last 12 months,
and explanations for pricing differentials.

From a supervisory logic perspective, red-chip filing
examinations have moved beyond formal structural
compliance to stress the authenticity, fairness, and
explainability of the equity-formation process.

Concurrent Focus on Control Determinations,
“Full-Circulation” Arrangements, and Use of Proceeds

The recent notices also reflect heightened scrutiny—
across red-chip and other overseas listing projects—of
control stability and post-listing arrangements, including:

e Basis for identifying the de facto controller and
potential control-shift risks;

e Impact of up-tier trust arrangements and special
shareholder rights on control;

e  Whether shares proposed for “full circulation”
(i.e., conversion of certain domestic unlisted
shares for tradability) carry any pledge, freeze,
or other title defects;

e Consistency between the offering size
(including any over-allotment option) and the
filed documentation; and

e Use of proceeds allocations onshore and
offshore, and the proportioning thereof.

Recent CSRC disclosures make clear that while a
red-chip structure remains an available path, the
historical build-out, round-trip investment mechanics,
asset-injection routes, and the compliance and
evidentiary robustness of the equity and benefit
structures are increasingly decisive for filing timelines
and transaction certainty. Before formally launching a
Hong Kong listing process, issuers should
systematically front-load diligence and documentation
around red-chip formation history, Circular 37
registrations, round-trip M&A, nominee holdings,
employee incentives, control determinations, and
use-of-proceeds plans, to reduce iterative supplemental
rounds during filing and enhance predictability.
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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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