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The Stock Exchange of Hong Kong Limited Clarifies
Listing Procedures, Electronic Document
Requirements and Continuing Obligations for Listed
Debt Issues to Professional Investors and to Public
Investors

In May 2026, The Stock Exchange of Hong Kong Limited
(the Exchange), a wholly-owned subsidiary of Hong
Kong Exchanges and Clearing Limited (HKEX),
published updated Frequently Asked Questions for debt
securities issuers across six guidance documents,
covering professional-investor debt issues and public-
investor debt issues, under three topic areas: Listing
Application and Documents, Online Publication and
Submission of Documents, and Continuing Obligations.
The changes refine existing guidance rather than
introduce new regulatory requirements.

Listing Application and Documents

For debt issues to professional investors only
(Professional Debts) under Chapter 37 of the Main
Board Listing Rules and Chapter 30 of the GEM Listing
Rules , two FAQs were updated. FAQ DP1-2 reaffirms
that listing documents must contain information that
investors would customarily expect. The Exchange has
published market guidance on the customarily expected
disclosures, covering general considerations for issuers
and specific guidance on the disclosure of special
features of complex debt securities. Issuers may refer to
this guidance when preparing their listing documents.
FAQ DP1-3 clarifies that issuers must publish listing
documents on HKEXnews on the listing date. The
announcement accompanying such publication must
expressly state that the Professional Debts are intended
for professional investors only, and issuers are advised
to include appropriate disclaimers to ensure the
publication does not amount to a public offer of the
securities.

For public debt issues, the listing application FAQ series
(DR1) consolidated the current guidance, last revised in
May 2024, which covers topics such as the definition of
"modification” in audit opinions following updated Hong
Kong Standards on Auditing terminology, special
disclosure requirements under Section 436 of the
Companies Ordinance (Cap.622) for non-statutory

accounts, specific requirements about accounting and
valuation disclosures and so on. For the need to disclose
“material” properties, relevant materiality factors include
whether the property contributes a significant portion of
revenue to a reportable segment, whether it directly or
indirectly impacts the operations of the applicant, and
whether there is redevelopment potential affecting the
issuer's financial position.

Online Publication, Display and Submission of
Documents

A consistent position applies across both the
professional and public investor regimes. Digital
signatures are not required for documents electronically
submitted to the Exchange, with the sole exception of
documents submitted for prospectus registration under
the Companies (Winding Up and Miscellaneous
Provisions) Ordinance. This is confirmed in FAQ DP2-2
(professional investors, updated May 2026) and FAQ
DR2-5 (public investors, updated May 2026). FAQ DR2-
2 confirms the four categories of listing documents that
must be published solely in electronic format: (i) initial
public offerings of equities, stapled securities, depositary
receipts and collective investment schemes; (ii) public
offerings of debt securities; (iii) listings by introduction;
and (iv) transfers of listing from GEM to the Main Board.
Once published electronically, such listing documents
must remain online with no prescribed time limit for
removal.

Separately, HKEX has signaled the forthcoming launch
of a new Issuer Platform, a dedicated online channel for
two-way communication between the Listing Division
and new applicants and listed issuers (excluding
structured products issuers). This platform will allow
issuers and their professional parties to submit all
documents and eForms electronically. Until the Issuer
Platform launches, issuers should continue to use
existing permitted electronic means such as email or
HKEX-ESS.

Continuing Obligations
FAQs DP3-2 (professional investors) and DR3-2 (public

investors) were both updated in May 2026. Both address
the standard of enquiry expected from a listed issuer



when responding to Exchange queries (e.g. regarding
any potential false market).

The test is one of reasonableness, with no hard and fast
rules. Issuers must implement and maintain adequate
internal controls to ensure that material information is
promptly identified, assessed and escalated to the board
of directors. A listed issuer is generally not expected to
contact controlling shareholders (who are not directors
or officers) or counterparties to a transaction, unless
there is specific information suggesting those parties are
connected to the subject of the enquiry, for example,
awareness that a controlling shareholder is planning to
dispose of its interest at a time when there is unusual
trading volume in the issuer's listed debt securities, or
press articles suggesting a transaction counterparty is
facing financing difficulties.
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Eastern Magistrates’ Court Convicts a Well-known
Movie Producer and Former Pegasus Entertainment
Chairman Wong Pak Ming of Insider Dealing

On May 22, 2026, Eastern Magistrates’ Court in Hong
Kong convicted Mr Wong Pak Ming (Wong), a well-
known movie producer and the former chairman and
controlling shareholder of Pegasus Entertainment
Holdings Limited (Pegasus), of insider dealing. This
conviction follows a comprehensive 16-day criminal trial
arising from a prosecution brought by the Hong Kong
Securities and Futures Commission (SFC). The case
addresses the deliberate misuse of inside information
acquired through a corporate role, establishing that
corporate insiders face severe criminal liability when
they decide to advise and financially facilitate a third
party to trade well before inside information is publicly
disclosed to the market. Eastern Magistrates’ Court has
adjourned the case to June 9, 2026 for sentencing.

The court proceedings established that negotiations
were underway in 2017 for Wong to sell his controlling
stake in Pegasus. This entity, which originally listed on
the Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited (HKSE) on October 31, 2012 and
transferred its listing to the Main Board on January 9,
2015, is now officially known as Transmit Entertainment
Holdings Limited (stock code: 1326). During these
preliminary corporate negotiations, Wong became
aware of highly price-sensitive and non-public
information. This inside information specifically
encompassed the signing of a memorandum of
understanding and the receipt of HK$10 million as
earnest money from a potential buyer. The regulatory
framework explicitly defines earnest money as a sum of
money paid by a potential buyer to a seller to
demonstrate serious intent to purchase the seller’s
assets.

Rather than preserving the confidentiality of this price-
sensitive development, Wong actively facilitated proxy
transactions. Upon receiving the earnest money on
August 25, 2017, Wong immediately started to transfer
HK$2 million in total to his sister, who started buying
shares on the exact same day. Furthermore, from
August 30, 2017 onwards, Wong sent multiple
WhatsApp messages to his sister, explicitly advising her
on the specific timing and the price to buy the company’s
shares.

Consequently, between August 25, 2017 and October
17, 2017, Wong's sister bought over nine million shares.
She paid for the vast majority of the shares she bought
with the monies he had transferred to her. These
transactions occurred at prices well below the ensuing
market share price after the deal was officially
announced on October 25, 2017. Although his sister did
not sell all of these shares immediately after the
announcement, the SFC calculated, using the post-
announcement share price, that she earned profits—
including both the realized and the notional—of more
than HK$1 million. In arriving at the verdict, Eastern
Magistrates’ Court found that Wong advised another
person, namely his sister, to deal in shares while he was
chairman and controlling shareholder and in possession
of information which he knew was inside information.

Key Takeaways from This Case

e Advising Constitutes Insider Dealing: Under the
Securities and Futures Ordinance (Cap. 571), a
chairman or controlling shareholder commits a
criminal offense by simply advising or
counseling a relative to trade while holding
price-sensitive facts, even if the insider does not
execute the trades themselves.

e Early Negotiations Are Inside Information: The
signing of a preliminary memorandum of
understanding and the receipt of earnest money
(funds demonstrating serious intent to purchase
assets) are recognized as specific, price-
sensitive inside information before they are
officially announced to the public.

e Text Messages Used as Direct Evidence:
Informal chat logs, such as WhatsApp
messages detailing specific share prices and
trade timing, are fully admissible in court and
serve as key evidence to secure criminal
convictions.

e Strict Regulatory Enforcement: The SFC
pursues deliberate misuse of confidential
information for personal gain through criminal
prosecution, emphasizing that insider dealing in
any form is a serious abuse of investor trust that
undermines market integrity. As stated by the
Executive Director of Enforcement of the SFC
(Executive Director), Mr Michael Duignan, the
SFC will have no hesitation in taking decisive
action against wrongdoers to hold them publicly
accountable.
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China Securities Regulatory Commission Initiates
Statutory Penalty Proceedings Against Tiger, Futu,
and Longbridge for Unauthorized Cross-Border
Financial Operations

On May 22, 2026, the China Securities Regulatory
Commission (CSRC) issued an announcement stating
that it has initiated investigations in accordance with the
law against the domestic and offshore related entities of
Tiger Brokers (NZ) Limited (Tiger), Futu Securities
International (Hong Kong) Limited (Futu), and
Longbridge Securities (Hong Kong) Limited (Longbridge)
for conducting illegal securities business operations
within the Mainland. The CSRC has already issued
notices of prior administrative sanctions to the relevant
entities. This cross-border financial activity, which has
drawn intense market attention for over two years, has
officially entered statutory administrative penalty
proceedings in Mainland China, reflecting the regulatory
authorities' ongoing enforcement stance characterized
by "growing fangs and sharp edges."

The Mainland legal framework enforces strict licensed-
access management over financial operations. Without
verification and approval from the CSRC, and without
obtaining licenses to operate securities brokerage or
securities margin trading businesses, the domestic and
offshore related entities of Tiger, Futu, and Longbridge
unauthorizedly conducted securities business services
within the Mainland—including marketing, promotion,
and the processing of trading instructions—and derived
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revenues therefrom. These cross-border operations
directly violated Article 120 of the Securities Law of the
People's Republic of China (Securities Law) (£ AR
3t F1 E §F &5 7% ), constituting the illegal operation of
securities businesses. Furthermore, by carrying out
business operations without the requisite licenses, the
relevant entities violated Article 97 of the Investment
Fund Law of the People's Republic of China (Investment
Fund Law) (e N RIMEIEHR R E £ %) and Article
63 of the Futures and Derivatives Law of the People's
Republic of China (Futures and Derivatives Law) (F4£
AR FEFE R MELTA F %), concurrently constituting
the illegal engagement in public investment fund sales
and the illegal engagement in futures brokerage
operations.

As these illegal cross-border business operations
severely disrupted the order of the domestic market, the
CSRC has explicitly stated that such activities must be
resolutely combated. Under the disciplinary and
discretionary provisions of Article 202 of the Securities
Law, Article 136 of the Investment Fund Law, and Article
132 of the Futures and Derivatives Law, the CSRC
intends to order the confiscation of all illegal gains
derived by the domestic and offshore related entities of
Tiger, Futu, and Longbridge, and to impose severe
penalties in accordance with the law. Currently, the
proceedings are at the prior notification stage, and the
parties involved legally enjoy the rights to make
statements, defend themselves, and request hearings.
The CSRC will officially issue its final administrative
penalty decisions after fully hearing and reviewing the
opinions of the parties concerned.
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The Stock Exchange of Hong Kong Limited Clarifies
ESG Reporting Code Expectations on Sustainability
Assurance and Climate-Related (IFRS S2 Aligned)
Disclosures in FAQ 17.2 (Nos. 1-21)

The Stock Exchange of Hong Kong Limited (SEHK, the
Exchange), a wholly-owned subsidiary of Hong Kong
Exchanges and Clearing Limited (HKEX) published in
April 2026 an updated set of Frequently Asked
Questions on the Environmental, Social and
Governance Reporting Code (the Code) (FAQ 17.2, Nos.
1-21).

This latest update adds one entirely new question and
revises four existing ones, with the substantive changes
concentrated on two areas: the emerging standards
landscape for sustainability assurance, and the
application of the December 2025 ISSB amendments to
IFRS S2 in the context of the Exchange’s own climate-
related disclosure requirements.

Sustainability Assurance — Framework Update (FAQ 15)

FAQ17.2 - No.15, recently updated in April 2026,
provides that the Code encourages rather than
mandates independent assurance for ESG reports. This
FAQ also sets out what issuers should consider when
selecting an assurance provider and, for the first time,
identifies specific assurance standards for issuers to
consider adopting.

An assurance provider should be independent from the
issuer and its controlling shareholders, demonstrably
competent in both the subject matter and assurance
practices, and should issue a written report containing
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an opinion or set of conclusions, a description of the
responsibilities of the report preparer and the assurance
provider, and a summary of the work performed. Issuers
are not required to disclose the full text of the assurance
report in the ESG report, and may decide at their
discretion whether to name the assurance provider.

The key April 2026 addition is explicit recognition of two
new sustainability assurance frameworks. In November
2024, the International Auditing and Assurance
Standards Board published ISSA 5000 - General
Requirements for Sustainability Assurance
Engagements, designed as a global baseline standard
covering both limited and reasonable assurance
engagements across different reporting frameworks
including the ISSB Standards. In March 2025, the Hong
Kong Institute of Certified Public Accountants
published HKSSA 5000, which is fully aligned with ISSA
5000 and addresses assurance engagements on
sustainability information reported under a suitable
framework or criteria. Listed issuers are encouraged to
refer to and adopt ISSA 5000 or HKSSA 5000 when
obtaining independent assurance.

Climate-Related Disclosures (FAQs 16-21)

Implementation Timeline (FAQs 17.2 - No. 16)

The phased rollout of HKEX's 2024 climate disclosure
amendments proceeds as follows. For financial years
commencing on or after 1 January 2025, all listed
issuers, both Main Board and GEM, must disclose
Scope 1 and Scope 2 GHG emissions on a mandatory
basis. In addition, all Main Board issuers must report on
the full Climate Requirements under Part D of the Code
on a “comply or explain” basis, while GEM issuers are
encouraged to do so voluntarily.

From financial years commencing on or after 1 January
2026, all Hang Seng Composite LargeCap Index (HSCLI)
constituents must report on the full Climate
Requirements on a mandatory basis.

HSCLI Constituent Eligibility (FAQs 17.2 - No. 17—-18)

The Mandatory Climate Disclosure Requirement applies
to issuers that were HSCLI constituents throughout the
entire financial year immediately preceding the reporting
year. The first cohort subject to the requirement for FY
2026 ESG reports (to be published in 2027) will
therefore be issuers that were HSCLI constituents
throughout their entire financial year commencing on or
after 1 January 2025. Where an issuer is newly added
to the HSCLI mid-year, it must complete one full financial
year as a constituent before the mandatory obligation
takes effect. Once subject to the requirement, an issuer
remains so even if it subsequently ceases to be a HSCLI
constituent.

Financed Emissions (FAQ 17.2 - No. 20, updated April

2026)

All issuers must map their value chains against all 15
Scope 3 categories under the GHG Protocol Corporate
Value Chain Standard and disclose the categories
included in their Scope 3 GHG emissions, justifying any
exclusions. Financed emissions fall under Scope 3
Category 15 (investments).

A clarification added in April 2026 confirms that asset
managers, commercial banks and insurers are not
exempt from this disclosure obligation. Note 3 to
paragraph 29 of the Code, which encourages these
issuers to disclose "additional information" about their
financed emissions, refers solely to the supplementary
disclosures under paragraphs B58 to B63A of the IFRS
S2 Application Guidance, which is not required under the
Code. Where an issuer has disclosed such additional
information in another document, for example as
required by a financial regulator, it is encouraged to
include a cross-reference in its ESG report.

2025 IFRS S2 Amendments (FAQ 17.2 - No. 21 — New)

This newly added FAQ confirms that the December 2025
ISSB Amendments to IFRS S2, which provide reliefs and
clarifications to support GHG emissions disclosures, are
directly applicable to issuers preparing GHG emissions
disclosures under  the Exchange’s Climate
Requirements.

The Exchange’s Climate Requirements were developed
based on IFRS S2 to align Hong Kong-listed issuers with
eventual full ISSB Standards reporting. Paragraph 18(2)
of the Code already requires issuers to refer to the IFRS
S2 Application Guidance as amended from time to time.
Issuers preparing their ESG reports for FY 2025 and FY
2026 should therefore review and apply the amended
IFRS S2 Appendix B guidance when finalising their GHG
emissions disclosures, ensuring consistency and
facilitating a smooth transition to full ISSB Standards
compliance.
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Market/Listing/Rules-and-Guidance/\Whats-New/News-
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The Stock Exchange of Hong Kong Limited Sets out
Adopted Rule Changes and Implementation
Timetable Following Consultation on
Enhancements to the Chapter 15A Structured
Products Regime

The Stock Exchange of Hong Kong Limited (the
Exchange) published on April 20, 2026 the conclusions
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to its consultation on the Review of Chapter 15A
Structured Products, following a consultation paper
issued on September 30, 2025 and a six-week period
that closed on November 11, 2025. Twenty-eight
responses were received from a broad range of market
participants, and all proposals received maijority support.
The Exchange will adopt all proposals with certain
modifications and clarifications, implemented across two
effective dates.

Structured products play an integral role in Hong Kong's
securities market through hedging and market vibrancy,
and that the updated framework is intended to ensure
Hong Kong's global competitiveness as the world's
leading structured product market, facilitate product
innovation, and uphold robust standards of market
quality and investor protection. The reforms aim to
provide a more resilient and flexible framework to
support market development while further strengthening
the multi-asset ecosystem.

Implementation Timetable
The amendments are staged across two dates:

e May 1, 2026: Key Product Requirements
(product-level changes with strong market
support, allowing earlier implementation)

e July 1, 2026: All remaining rule amendments,
including issuer eligibility, liquidity provision,
financial reporting, and disclosure obligations

e 12-month transitional period (to June 30,
2027): for existing issuers and guarantors with
structured products listed or a valid base listing
document as at June 30, 2026 to comply with
the new issuer eligibility requirements

Key Product Requirements (Effective 1 May 2026)
Three product-level changes take immediate effect:

1. Minimum issue price for Derivative Warrants
(DWs): lowered from HK$0.25 to HK$0.15,
reducing the entry threshold for new issuances.

2. Minimum market capitalisation at issuance:
reduced from HK$10 million to HK$6 million for
both DWs and Callable Bull Bear Contracts
(CBBCs).

3. Emulation Issues: must have product terms
identical to those of the existing issue, except for
issue price and issue size.

Other Amendments (Effective July 1, 2026)

Additional product flexibility measures take effect from
July 1, 2026:

e Entitlement ratios: new permitted ratios of 2, 8,
20, 80, 200, 800, 1,000, and thereafter in
multiples of 500 are added for DWs and CBBCs
per share.

o ETF eligibility as underlying securities:
eligibility will be assessed based on assets
under management (AUM) rather than public
float capitalisation, with a minimum AUM of
HK$1 billion over the 60-day qualifying period.

e Product terms requirements: the prescriptive
product terms are removed from the Rules and
will instead be published by the Exchange from
time to time.

e Settlement by delivery: electronic transfer
through other Exchange-approved platforms will
be permitted.

Issuer Eligibility Requirements (Effective July 1, 2026)

The new issuer eligibility framework for structured
products requires issuers to satisfy three criteria:

1. Minimum Net Asset Value (NAV) of HK$5 billion
(raised from HK$2 billion);

2. Regulated Entity status — issuers must be a
regulated entity; and

3. Investment grade credit ratings — issuers must
obtain investment grade ratings from all credit
rating agencies from which they have sought a
rating. This requirement may be met by the
issuer, the guarantor, or where neither is rated,
by a respective holding company.

Where an issuer cannot meet any one of these
requirements, it may issue guaranteed products
provided the guarantor satisfies all eligibility
requirements. This is a continuing obligation on the part
of the issuers to comply with eligibility requirements, with
additional requirement to announce certain matters and
events concerning the issuers or guarantors (e.g.
change in auditors, winding up et cetera) and publishing
the trading reports. The Exchange will perform ongoing
assessment in assessing the suitability or capabilities of
the issuer and its group members.

Existing issuers and guarantors have until June 30,
2027 to comply with the new eligibility requirements.
During the transitional period, they remain subject to
existing Rule obligations and are expected to take all
necessary actions as soon as practicable.

Market Quality and Investor Protection (Effective July 1,
2026)

o Liquidity provision: the prescriptive
requirement to provide liquidity for at least 20
board lots is deleted. New requirements
mandate that the minimum service levels for



liquidity provision specified in listing documents
must comply with the minimum service levels
published by the Exchange from time to time.

¢ Interim financial reports: publication deadline
is shortened from 4 months to 3 months after the
relevant interim period end.

e Consolidated financial statements: issuers
and guarantors with subsidiaries must publish
consolidated financial statements. Where an
issuer or guarantor is a holding company, only
consolidated statements are required.

e Continuing disclosure obligations: issuers
and guarantors must announce (in addition to
informing the Exchange) certain events
including: any downgrade in their credit rating or
rating outlook as disclosed in listing documents;
any downgrade in the credit rating or rating
outlook of holding companies relied upon for
eligibility; changes in regulatory status relevant
to the Regulated Entity requirement; changes in
liquidity provider particulars; and disruptions
and resumptions of liquidity provision services.
Trading reports must also be published.

e Exchange's regulatory powers: clarifications
are added confirming the Exchange's ongoing
assessment and regulatory powers over
structured product issuers.

Documentation and Efficiency Measures (Effective July
1, 2026)

Further amendments streamline market operations: the
documentation requirements for each product issuance
and further issues are updated; guidance on eligible
underlying assets and index information disclosure
requirements is refined; the offering of incentives
(commission rebates) is addressed. Language
requirements for documents and content requirements
for launch announcements and listing documents are
also updated.

Existing issuers and guarantors (with either structured
products listed on the Exchange, or a valid base listing
document, as at June 30, 2026) would have a 12-month
transitional period until June 30, 2027 to comply with the
new eligibility requirements. The Exchange expects
existing issuers and guarantors to take all necessary
actions as soon as practicable and sufficiently in
advance to allow adequate time for the Exchange’s
review.
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https://www.hkex.com.hk/News/Regulatory-
Announcements/2026/260420news?sc_lang=en
https://www.hkex.com.hk/-/media/HKEX-
Market/News/Market-Consultations/2016-
Present/September-2025-Review-of-Chapter-
15A/Conclusions-Apr-2026/cp202509cc.pdf
https://www.hkex.com.hk/News/Market-Consultations/2016-
to-Present/Responses Apr 20267?sc lang=en

Hong Kong Exchanges and Clearing Limited
Clarifies Expectations on the Appointment, Removal
and Remuneration of Auditors under FAQ 16 (No. 5)

On April 17, 2026, Hong Kong Exchanges and Clearing
Limited (HKEX) published an updated Frequently Asked
Questions document (FAQ 16 — No. 5) relating to the
Core Shareholder Protection Standards under the
Listing Rules. The update clarifies the Exchange’s
regulatory expectations regarding the appointment,
removal, and remuneration of auditors, aiming to
strengthen corporate governance, enhance
transparency.

Shareholder  Approval for Requested Auditor
Resignation

Under the Core Standards, the appointment, removal,
and remuneration of an auditor must be approved by a
majority of the issuer’s shareholders at a general
meeting (or a body independent of the board of
directors). The regulatory stance is that any actions by a
company that effectively force or lead to an auditor’s
resignation will be viewed stringently as a proactive
removal. Such an action strictly necessitates a formal
shareholder vote. This closes a loophole where the
board could bypass shareholder oversight by pressuring
an auditor to resign, followed by casual appointment of
another auditor.

Transparency in Auditor Remuneration — Circular
Disclosure

The shareholder circular for appointing an auditor
should set out the estimated audit fee agreed with the
auditor for the audit services relating to the reporting
period. The estimated audit fee may be presented either
as a specified amount or as a range. The issuer should
also explain the basis of determination and the
assumptions as discussed between the issuer and the
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auditor (for example, complexity and business plan of
the listed issuer, the expected audit scope, audit
timetable and auditors' resources  required).
Furthermore, unless there is a material change in the
basis or assumptions disclosed in the shareholder
circular, the final audit fee determined after the general
meeting should not deviate materially from the initially
disclosed estimated amount.

Filling Casual Vacancies

The constitutional documents of a listed issuer allow the
board of directors to appoint an auditor to fill a casual
vacancy, the appointed auditor can hold office until the
next annual general meeting. The auditor would then be
eligible for re-election, subject to shareholder approval.

Listed issuers and their audit committees are strongly
advised to review their internal corporate governance
protocols and ensure full compliance with these
clarifications. Audit committees should maintain
proactive and transparent communication with their
external auditors to mitigate the risks of late resignations
and fee disputes.
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Hong Kong Exchanges and Clearing Limited
Provides Practical Guidance on Effective Risk
Management and Internal Control Systems and
Updates the Corporate Governance Guide for
Boards and Directors

On April 15, 2026, Hong Kong Exchanges and Clearing
Limited (HKEX) published "Practical Tips to Effective
Risk Management & Internal Control Systems"
alongside a consequential update to the "Corporate
Governance Guide for Boards and Directors". The
publication aims to assist listed issuers in establishing,
maintaining, and continuously reviewing robust risk
management and internal control (RMIC) systems to
safeguard company assets and shareholder interests.

Practical Tips on Risk Management and Internal
Controls

Before undertaking general corporate transactions (e.g.,
acquisitions, disposals, financial assistance), the
following considerations should be addressed and
incorporated within the RMIC systems:

e Ensure that the transaction is in the best
interests of the issuer;

e Ensure that the terms of the transaction are fair
and reasonable;

e Ensure compliance with internal controls and
applicable regulations

Before engaging in money lending activities, the

following should be considered and duly covered under
the RMIC systems:
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The money lending business is operationally
ready;

Pre-loan due diligence is robust;

Post-loan monitoring is effective.

An issuer's RMIC systems are expected to adequately
and effectively cover the following areas:

Transfer and use of funds: A clear approval
hierarchy should be established; appropriate
cash management and treasury controls should
be implemented; and the use of funds should be
subject to sufficient monitoring.

Delegation of duties: Delegation should be
reasonable and clearly defined; adequate
supervision should be maintained; and regular
training should be provided.

Documentation and record retention:
Policies on documentation and record retention
should be adequate; board papers and minutes
should be sufficient quality.

HKEX reminds the Board, management and audit
committee:

Jointly responsible for establishing and
maintaining effective RMIC systems;

Confirm the RMIC systems’ effectiveness at
least annually;

RMIC systems have to be implemented and
supervised by adequately resourced staff;
Provide regular compliance training and
guidance.

Updates to Corporate Governance Guide for Boards and
Directors

The Board and Directors

Roles of the Board and Directors: The board
of directors and individual directors serve as the
decision-making core of an issuer. They are
responsible for establishing the company's long-
term strategies, corporate culture, risk
management, and internal control objectives.
The roles of the board chairman and the chief
executive officer (CEO) should be clearly
segregated and performed by different
individuals to ensure a balance of power and
authority.

Tenure Limits for Independent Non-
Executive Directors (INEDs): A maximum
tenure limit of nine years for INEDs has been
introduced and will be implemented in two
stages. The first stage requires that at the
annual general meeting (AGM) held on or after
July 1, 2028, more than half of the INEDs on the

board must have served for less than nine years.

The second stage mandates that at the AGM
held on or after July 1, 2031, the board must not
have any INEDs who have served for nine years
or more.

Overboarding Restrictions for INEDs: An
INED may hold no more than six directorships
in Hong Kong-listed issuers simultaneously.
This requirement must be complied with starting
from the first AGM held on or after July 1, 2028.
Lead Independent Non-Executive Director:
If the board chairman is not an INED, issuers
are strongly recommended to designate an
INED as the Lead INED to facilitate effective
communication among INEDs, between INEDs
and other board members, and with
shareholders.

Core Board Committees: The guide clarifies
the composition requirements and core
responsibilities of the Nomination Committee,
Audit Committee, and Remuneration
Committee. The chairs of these committees
must be INEDs (except the Nomination
Committee, which may be chaired by the board
chairman).

Board Effectiveness

Corporate Culture: The board is responsible
for establishing an appropriate "tone from the
top" to shape a corporate culture that aligns with
the issuer’s purpose, values, and strategies,
and ensuring that this culture is reflected
throughout its operations.

Board Performance Evaluation: Issuers
should conduct regular board performance
evaluations (e.g., every two years or more
frequently depending on circumstances) and
disclose the scope, methodology, and findings
of the evaluation in their Corporate Governance
Report.

Board Skills Matrix: It is recommended to
formulate and disclose a board skills matrix that
sets out the collective experience, skills, and
expertise of the board, matching the issuer's
long-term strategies and specific objectives.
Director Training: Mandatory annual training
is required for all directors, covering at least five
specified topics, including Listing Rules
compliance, corporate governance, ESG, and
risk management. First-time directors appointed
to an HKEX-listed issuer must complete at least
24 hours of training within 18 months of their
appointment (or 12 hours if they have served as
a director of an issuer listed on another stock
exchange within the past three years).
Shareholder Engagement: Issuers must
establish a shareholders' communication policy
and review its effectiveness annually. They
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should also enhance transparency regarding
dividend policies and capital allocation
decisions by providing necessary details to
shareholders.

Diversity

e Board Gender Diversity: The board of an
issuer must include at least one director of a
different gender. If an issuer fails to comply, it
must immediately publish an announcement
stating the reasons and appoint a suitable
member within three months to rectify the non-
compliance.

o Diversity Policy and Targets: The board
diversity policy should include measurable
targets (such as target numbers and timelines)
and must be reviewed annually. Furthermore,
issuers must establish a workforce-wide
diversity policy and disclose the gender ratio
among senior management and the general
workforce.

Risk Management and Internal Control

e Allocation of Roles: The board bears ultimate
responsibility for the risk management and
internal control systems. Management is
responsible for the specific design and day-to-
day implementation and operation of these
systems, while the Audit Committee shares the
responsibility of overseeing them.

e Risk Assessment and Control Elements:
Issuers should analyze potential sources of risk
and may utilize risk "heat maps" to evaluate the
probability of known risks and their impact on
objectives. An internal control system should
encompass five core elements: corporate
culture/control environment, risk assessment,
internal controls, information and
communication, and monitoring.

e Anti-Corruption and Whistleblowing
Policies: Issuers must  maintain a
whistleblowing policy and an anti-corruption
policy. The document encourages issuers to
adopt the "Integrity Compliance Management
System" established by the Independent
Commission Against Corruption (ICAC) of Hong
Kong, integrating relevant procedures into their
risk management frameworks to prevent
corruption.
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https://www.hkex.com.hk/-/media/HKEX-
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The Uncertificated Securities Market Regime under
the Securities and Companies Legislation
(Amendment) Ordinance 2021 to be Implemented on
November 16, 2026

On April 30, 2026, the Government of the Hong Kong
Special Administrative Region published the Securities
and Futures and Companies Legislation (Amendment)
Ordinance 2021 (Commencement) Notice in the
Gazette. The notice appoints November 16, 2026, as the
effective date for the relevant provisions that establish
the principal framework of the uncertificated securities
market (USM) regime.

Objectives of the USM Regime

The USM regime seeks to eliminate the need for paper
documents in evidencing and transferring the legal
ownership of prescribed securities. By reducing reliance
on paper and manual processes, the regime aims to
enhance the infrastructure, efficiency, competitiveness,
and investor protection of the Hong Kong securities
market. A spokesperson for the Financial Services and
the Treasury Bureau noted that the implementation of
this regime will help consolidate and enhance Hong
Kong's status as an international financial centre.
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Implementation of Subsidiary Legislation

On the same implementation date (November 16, 2026),
six pieces of subsidiary legislation made in 2025, which
set out the detailed arrangements of the USM regime,
will also come into operation. These include:

e Securities and  Futures
Securities Market) Rules;

e Securities and Futures (Approved Securities
Registrars) Rules (as amended by the
Companies (Amendment) (No. 2) Ordinance
2025);

e Securities and Futures (Stock Market Listing)
(Amendment) Rules 2025;

e Securities and Futures (Open-ended Fund
Companies) (Amendment) Rules 2025;

e Securities and Futures Ordinance (Amendment
of Schedule 8) Order 2025; and

e Securities and Futures Ordinance (Amendment
of Schedule 5) Notice 2025.

(Uncertificated

Next Steps and Collaboration

The preparation for the USM regime is now in its final
stage, following close collaboration among the Hong
Kong Government, the Securities and Futures
Commission, the Hong Kong Exchanges and Clearing
Limited, the Federation of Share Registrars Limited, and
the industry.
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Hong Kong Securities and Futures Commission
Publishes Circular on Tokenisation and Secondary
Trading of Authorised Investment Products to Guide
Digital Asset Markets

On April 20, 2026, Hong Kong Securities and Futures
Commission (the SFC) issued two circulars establishing
the regulatory framework for tokenisation and secondary
trading of investment products authorised under Part IV
of the Securities and Futures Ordinance (the SFO) (Cap.
571) for public offering in Hong Kong. This framework
permits primary dealing and on-platform secondary
trading of tokenised products under strict operational,
liquidity, and disclosure mandates, primarily facilitating
open-ended funds.

Requirements for Primary Dealing of Tokenised SFC-
Authorised Investment Products

Publicly offered tokenised products must satisfy
standard authorisation rules and additional safeguards.
Product providers (the Product Providers) bear ultimate,
non-delegable  responsibility for  management,
operational soundness, and ownership record-keeping,
regardless of outsourcing. Product Providers must
maintain precise ownership records, ensure service
provider compatibility, and implement robust
cybersecurity and business continuity plans, including
token burning and re-issuance. Public-permissionless
networks are restricted without permissioned token
controls.

15


https://www.info.gov.hk/gia/general/202604/30/P2026043000273.htm
https://www.info.gov.hk/gia/general/202604/30/P2026043000273.htm

Product Providers must retain a competent staff member
to supervise arrangements and manage technological
risks. Prior SFC consultation is mandatory before
launching new tokenised products or modifying existing
arrangements. Upon request, they must demonstrate
smart contract integrity, obtain third-party audit
verification, and secure legal opinions. Offering
documents must disclose tokenisation arrangements,
settlement finality, ownership representations, and
associated technical, operational, or regulatory risks.

Requirements for Secondary Trading of Tokenised
Products

Retail secondary trading is permitted via on-platform,
auto-matching trading provided by SFC-licensed virtual
asset trading platform operators (the SFC-licensed
VATPs) under the Guidelines for Virtual Asset Trading
Operators (the VATP Guidelines). Execution requires
sufficient capital or product holdings, and trading
arrangements must be pre-tested.

To preserve fair pricing, SFC-licensed VATPs and
connecting brokers must implement a Price Deviation
Alert triggered if prices deviate significantly from the
indicative net asset value (the iINAV), updated at least
every 15 seconds. Interfaces must display the last
official net asset value (the NAV) per unit, inform
investors of primary subscription or redemption options
at NAV, and utilize automated monitoring, including
trading bands and cooling-off periods, to prevent market
manipulation.

Product Providers must use best endeavours to retain at
least one market maker per product under a three-month
notice requirement and enable cross-market token
transfers. SFC-licensed VATPs must conduct due
diligence on market makers, enforce bid-ask spread and
quote size commitments, and ensure remuneration
schemes comply with SFO market misconduct
provisions and the Code of Conduct for Persons
Licensed by or Registered with the Securities and
Futures Commission (the Code of Conduct).

Offering documents and key facts statements must
detail risks like liquidity thinness, price fragmentation,
and market-maker reliance. SFC-licensed VATPs and
connecting brokers must highlight these risks and obtain
client confirmation before onboarding. Product
Providers must alert the SFC of untoward circumstances
and notify regulators and investors of dealing
suspensions. Intermediaries engaging in secondary
trading, including over-the-counter business, must
consult SFC case officers prior to initial engagement;
registered institutions must notify Hong Kong Monetary
Authority (the HKMA).

Product Providers face non-delegable liability for
systemic failures, requiring active technological controls

rather than third-party waivers. Legal counsel must
initiate prior consultation with the SFC before introducing
tokenisation features or modifying approved trading
channels, market-making models, or pricing interfaces.
SFC-licensed VATPs and connecting brokers must
reconfigure digital platforms to support continuous iINAV
dissemination and pre-trade Price Deviation Alerts,
while structuring onboarding protocols to secure explicit
risk  confirmations. Financial institutions must
meticulously vet market-making incentive structures to
ensure full compliance with market misconduct
prohibitions under the SFO.
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Hong Kong Monetary Authority Grants Stablecoin
Issuer Licenses to Anchorpoint Financial Limited
and The Hongkong and Shanghai Banking
Corporation Limited to Advance Digital Currency
Regulation

On April 10, 2026, Hong Kong Monetary Authority (the
HKMA) announced that the Monetary Authority has

granted stablecoin issuer licenses under the Stablecoins
Ordinance to Anchorpoint Financial Limited and The
Hongkong and Shanghai Banking Corporation Limited.
These licenses, which take effect immediately, authorize
both institutions to issue stablecoins within Hong Kong.
According to their respective business plans, the
licensees intend to complete necessary preparatory
work before launching their stablecoin operations in the
coming months.

Regulatory Milestone for Digital Asset Ecosystem

The granting of these licenses marks a significant
development in the regulatory landscape for digital
assets in Hong Kong. By establishing an orderly
operating environment under the Stablecoins Ordinance,
the HKMA aims to enable stablecoin issuers to utilize
innovative technologies while maintaining robust user
protection and effective risk management protocols.
This framework is designed to foster a healthy,
responsible, and sustainable ecosystem for stablecoins.

Mr. Eddie Yue, Chief Executive of the HKMA,
emphasized the importance of this milestone, stating
that the regulatory regime supports growth while
ensuring that issuers properly manage underlying risks.
The HKMA expects these regulated stablecoins to
address existing pain points in financial and economic
activities, creating tangible value for individuals and
businesses while supporting the broader development
of digital assets in Hong Kong.

Public Guidance and Verifiable Channels

In conjunction with these new licenses, the HKMA
maintains a Register of Licensed Stablecoin Issuers,
which provides the latest list of licensees, including
contact information and other relevant particulars. This
register is publicly accessible on the HKMA website to
ensure transparency and allow for proper verification by
market participants.

The HKMA has issued a reminder to the public to remain
vigilant against fraudulent activities or scams that may
falsely claim association with the newly licensed entities
or their stablecoin issuance. Members of the public are
advised to use the official HKMA register to verify the
status of any issuer and are strongly encouraged to
acquire or utilize stablecoins exclusively through
regulated channels.
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Hong Kong |Insurance Authority Releases
Provisional Statistics for 2025 to Provide Insurance
Market Transparency

On April 24, 2026, the Hong Kong Insurance Authority
(the 1A) released the provisional statistics for the Hong
Kong insurance market for the year 2025. The data
indicates robust growth across the sector, with total
gross premiums reaching HK$827 billion, representing a
year-on-year increase of 29.7%.

Long Term Business

The long-term business sector saw significant
expansion in 2025. New office premiums (excluding
Retirement Scheme business) totaled HK$330.9 billion,
a 50.6% increase. This growth was primarily driven by

Non-Linked individual business, which contributed
HK$312.1 billion (up 49.9%), including HK$282.8 billion
from participating business (up 55.1%). Additionally,
Linked individual business recorded HK$18.5 billion (up
65.4%). The issuance of approximately 59,000
Qualifying Deferred Annuity Policies added HK$3.7
billion to the total premiums for individual business.

Total revenue premiums for in-force business reached
HK$718.5 billion (up 33.7%). This was comprised of
HK$632.7 billion from Non-Linked individual business
(up 34.1%), HK$30.2 billion from Linked individual
business (up 25.8%), and HK$49.3 billion from
Retirement Scheme business (up 38%). Total claims
and benefits paid during the year amounted to HK$363
billion, marking a 3% increase. As of December 31, 2025,
total assets under long term business grew to HK$5,398
billion, with net assets standing at HK$744.3 billion.

General Business

The general business sector also experienced growth,
with total gross premiums of HK$108.5 billion (up 8%)
and net premiums of HK$74.1 billion (up 6.3%). Total
gross claims paid amounted to HK$55.4 billion (up
4.5%). The sector achieved an overall operating profit of
HK$11.4 billion (up 39.7%), of which HK$2.9 billion was
attributed to underwriting profit (down 12.5%).

e Direct Business: Gross and net premiums
were HK$54.8 billion (up 6.6%) and HK$37.8
billion (up 5.7%) respectively. Onshore Accident
& Health business remained a primary driver,
contributing HK$23.7 billion in gross premiums.
While overall underwriting profit for direct
business rose by 174.7% to HK$3.2 billion, the
onshore Property Damage business saw a
significant decline to HK$15.8 million, largely
due to claims and reserves related to the fire at
Wang Fuk Court.

¢ Reinsurance Inward Business: Gross and net
premiums reached HK$53.7 billion (up 9.4%)
and HK$36.2 billion (up 7%). This segment
recorded an overall underwriting loss of HK$0.4
billion, a notable shift from the previous year’s
profit of HK$2.1 billion, primarily due to weaker
results in offshore Property Damage, General
Liability, and Accident & Health lines.

As of December 31, 2025, total assets under general
business grew to HK$337.9 billion, with net assets
totaling HK$136.5 billion. A detailed summary of these
statistics, along with related information on the assets
and liabilities of the Hong Kong insurance market for
2025, is available on the IA website.
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Hong Kong Financial Services and the Treasury
Bureau and Hong Kong Securities and Futures
Commission Concludes Consultation on Virtual
Asset Advisory and Management Regimes

On 26 May 2026, Hong Kong Financial Services and the
Treasury Bureau (FSTB) and Hong Kong Securities and
Futures Commission (SFC) jointly published their
consultation conclusions on the legislative proposals for
establishing regulatory regimes for virtual asset (VA)
advisory service providers and VA management service
providers.

The one-month public consultation was completed in
late January 2026 and generated 51 submissions from
a wide cross-section of stakeholders. Respondents
included market participants, industry associations, and
business and professional organisations. The majority of
respondents expressed clear support for establishing
separate licensing regimes for VA advisory and
management service providers, modelled on the
regulatory framework applicable to the conventional
securities market. Respondents also generally indicated
support for the proposed regulatory scope and
exemptions, while suggesting enhancements and
seeking clarifications on certain aspects of the
framework.

Regulatory Scope

Adhering to the "same activity, same risks, same
regulation" principle, the proposed regime for VA
advisory service providers will be aligned with Type 4
(advising on securities) regulated activity under the
Securities and Futures Ordinance (Cap. 571), while the
proposed regime for VA management service providers
will be aligned with Type 9 (asset management)
regulated activity under the same Ordinance.

The Regimes in Context

The Secretary for Financial Services and the Treasury,
Mr Christopher Hui, explained that the FSTB released
its Policy Statement 2.0 on the Development of Digital
Assets in Hong Kong in June 2025, setting out the
government's vision of strengthening risk management
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and investor protection while promoting responsible
financial innovation in developing Hong Kong as a
premier global hub for digital assets. Mr Hui stated that
the proposed regulatory regimes for VA advisory and
management service providers are integral parts of
broadening the coverage of the legal framework for
digital assets in Hong Kong. He noted that together with
the existing licensing regimes for VA trading platforms
and stablecoin issuers, as well as the proposed regimes
for VA dealing and custodian service providers, the legal
framework will span across the key nodes of the digital
asset ecosystem, building a trusted and sustainable
system comparable to that of conventional finance.

The Chief Executive Officer of the SFC, Ms Julia Leung,
stated that the conclusion of this consultation marks the
final leg of the SFC's journey to complete the regulatory
framework for digital assets, paving the way for the long-
term scaling of Hong Kong's ecosystem. Ms Leung
observed that the broad market support received
demonstrates the strong need for robust and
comprehensive regulation, and that the new regimes —
by aligning with the standards for traditional financial
services — will bolster investor protection while fostering
responsible innovation.

Legislative Next Steps

With broad market support and taking into account the
feedback received across all consultations, the FSTB
and the SFC are currently finalising the legislative
proposals for the regulatory regimes covering VA dealing,
custodian, advisory, and management service providers
under the Anti-Money Laundering and Counter-Terrorist
Financing Ordinance (Cap. 615). The government has
confirmed a target of introducing the relevant bill into the
Legislative Council within 2026. The full consultation
conclusions are available on the websites of the FSTB
and the SFC respectively.
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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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