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1 REBEMEXSER LRI RE AN LB RIANERSAFERE
T (202243 A 10 H)

CFTC &R Bk BT £ & AFALM (DCO) AL DCO ik AW EH,
HNFLERATHESERURELXG > EUAR LS, EHTHEGHH
ARBLMGEREEH (FOM) BTHE GFFAXHFHR) . HAl, CFTC %3
7 LedgerX., LLC d.b.a. FTX US Derivatives (FTX) #F & # if, %% CFTC ##&
A DCOEMA, LA FIX MEAAANEFNXHZMR. FIX A RA4H
FAXHER, LB EREF X (afully collateralized basis) * #i # o i ¢ 4
REFTHFE. EARROBEARY, FIXRUAR S 5ERARILRS
&, AHgERAFTHXHRR.

CFTC EAR FIX 9 A FERAR, BF
A7 8RR AR A

Lk R E £

1

TC Secks Public Comment on FTX Request for Amended DCO

Registration Order (2022/3/10)

The Commodity Futures Trading Commission (CFTC) has received inquiries
from derivatives clearing organizations (DCO) or potential DCO applicants seeking to
offer clearing of margined products directly to participants, such that participants
would not clear through a futures commission merchant intermediary
(non-intermediated model). Currently before the CFTC is a formal request from
LedgerX, LLC d'b.a. FTX US Derivatives (FTX) to amend its order of registration as
2 DCO to allow it to modify its existing non-intermediated model. FTX currently
operates a_ non-intermediated model and clears futures and options on futures
contracts on a fully collateralized basis. In its request for an amended order of
registration, FTX proposes to clear margined products for retail participants while

continuing with a non-intermediated model
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“The CFTC is secking public comment on FTX " s request, including both on
specific questions and policy issues raised by use of a non-intermediated model in this

‘manner.

https://www.cfic gov/PressRoom/PressReleases/8499-22

2 XEWEMBRXFERLAAETRUNIRXZ WA R EHKERE. A
I P WA AR RORAT MR IR AT 4 KA 325 F R T H A (2022
4£3A15H)

CFTC # ED&F Man Capital Markets, Ltd. (ED&F Man) 1 i 4 & 3t 1 & o
#, ED&F Man &R EAHAFRUGEHEMERXHH, SARMATFRER
TERXHHHREER, RAALHBEREE (SDR) REERN T HHE,
KRAEHXBAFAEBHARAGR, RAXEAFHREFTEATHRMN
C(mid-market marks) , BLE AR HRATHHRAFT A

VAT B 4 * ED&F Man 2 3 4 11 3,250,000 % 7687 R¥ 8, S ERALE L
#R (EXEHRXFHE) (CEA) B CFTC WERLEATH.

CFTC {38 43 % £ Vincent McGonagle % 7%:  “CFTC # 74t # M #f 3
REPRFHEEARPRERT RS FEHB RN IR HHRLEKE,
BHXEHERAXNARABRHAXE A FAFHLE, RARE, 57 SDR
A4 TR EEHIE (swap valuation data) , #1175 8 4 AT K IR,

RAFE

fEARGEN, £2014 2 A X 2021 4 7 AR, ED&F Man A5 #
SDR # 4 AT L HEE HX HH#E. N 2014 % 2 A 12018 & | A,ED&F Man
BHMAREIRIAHNF LR, RELXRA AT IEXGHXG ARY
HBEGHFFNLHE K. s, A 2014 %2 F 52021 4 4 F, ED&F Man
REER W SHA K H A F B E P TR 7o %A, ED&F Man Kk
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2. CFTC Orders London-Based Swap Dealer to Pay $3.25 Million for
Swap-Data Reporting, Conflicts of Interest, Mid-Market Mark, and Supervision

Failures (2022/3/15)

‘The Commodity Futures Trading Commission today simultancously filed and
settled charges against ED&F Man Capital Markets, Ltd(ED&F Man). a
London-based provisionally registered swap dealer, for failing to comply with certain
swap dealer requirements to report accurate swaps data to a swaps data repository
(SDR). failing 1o disclose a conflict of interest to swaps counterparties, failing to

disclose mid-market marks to counterparties, and for related supervision failures

The order imposes a $3.250.000 civil monetary penalty on ED&F Man and
orders it to cease and desist from further violations of the Commodity Exchange Act

and CFTC regulations, as charged.

“The CFTC will not hesitate to bring cases against swap dealers that violate
substantive customer protection regulations and fail to have adequate supervisory
controls in place,” said CFTC Acting Director of Enforcement Vincent McGonagle.
“Swap dealer registrants must ensure they make complete and accurate diselosures to
counterparties and accurately report swap valuation data to SDRs, and they must also

diligently perform their supervisory duties.”
Case Background

Specifically, the order finds that between February 2014 and July 2021, ED&F
Man failed to report certain swaps data to an SDR accurately for hundreds of
thousands of swaps. The order also finds that, from February 2014 through January
2018, ED&F Man failed to disclose to its U.S. swaps counterparties that proprietary
traders, trading on behalf of an affiliate, had access to counterparties’ trade

information. Further, from February 2014 to April 2021, ED&F Man failed to disclose
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mid-market marks to some of its counterparties as required for numerous metals and
FX swaps. The order also finds that ED&F Man failed to maintain an adequate
supervisory system and to perform s supervisory obligations diligently with respect
to swaps data reporting, conflict of interest disclosures, and providing mid-market

‘marks.

https://www.cfte.gov/PressRoom/PressReleases/8501-22

3. REBARRASEATHAEBENEARREAAN AT RN S EEH
VAT RN 00 RF X (202243 A 22 H)

CFTC 4 B, E@EAEM ¥R 7ERT 2022 %3 A 16 B2
# %4 (summary judgement order) # /% i 407 /4 & B Rodney Scott Phelps 4t b1
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A M ok B R R o 5 AN F S 4 A 5 2 B Jason T. Castenir 5
B4 7 /| B9 Maverick Asset Management (Maverick) {F i T &t/ #1424,

LRMLFAEMREARAOBELFMLL 500 FET, LT
Phelps 7 42 77 % 71 & % i # o 4 #f Castenir 7 Maverick #1 2,461,301 % TR ¥ §
#o &4 EEK Castenir fr Maverick 71 %8 1 5.7 £ 11728 F £ T4,
Phelps 43 Bk W I FER P KA 728 FRTBE. BRE, RIEEHLHE
AATBRXGFEMUR—RAARRS, UGBRBER (REHEXHE)
(CEA) # CFTC H¥ M.

RUEHR

EPSH %4105, Phelps 7 Castenir #F i3 T Maverick, £ A& X H 4
#2013 %, Maverick BB FEFHRT 120 2 FETH &, REFHRTEMH
FEH, Phelps R X5 TH LA AERARRNER, Moo, RONTEAZHE
#ERRIE, G RRE“HRY”, BHH“REDRE" § 5T 100%.
HMEBEERE, HTHRETANER, HESURIATHEXGTH.
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RATRE, AABREA XL HWAR. LIHEATHEXENELHRAT
AHTEGXG . RMAEHAT FH, £ 2013 £+, Phelps. Castenir
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BARFEFERS, RE Phelps 5 Maverick A ¥ K E R UFMHFH, EHM
KRB CFTC EMBRATERFHH .

ik 2

201949 A20 B, SRFEHTE, Phelps # 47 LA 13 Mfkisf kA
B, $AELE CFTC Byig AR, HAA 1084 A B MR, RIHHHE
3% WHBH (supervised release) .

CFTC#7, #4BRAZEANFLELETRAERIANORE, BN
AR R EBM =, CFTC B ERA DGR AR BHF S E

EABLIE.
3. Federal Court Orders Tennessee and Kentucky Men and Their Company to

Pay Over $5 Million for Commodity Futures Pool Fraud (2022/3/22)

‘The Commodity Futures Trading Commission today announced that the U.S.
District Court for the Middle District of Tennessee entered a summary judgment order
on March 16, 2022 for permanent injunction, monetary sanctions, and equitable refief
against Rodney Scott Phelps. formerly of Tennessee. Previously. the U.S. District
Court for the Middle District of Tennessee entered an order of default judgment
(default order) against two other parties to the suit. Jason T. Castenir of Kentucky

and Maverick Asset Management (Maverick) of Tennessee.

‘The summary judgment and default orders impose civil monetary penalties and
restitution totaling more than $5 million. This includes a $420,000 civil monetary
penalty against Phelps and a $2.461301 civil monetary penalty. jointly, against
Castenir and Maverick. The orders also require Maverick and Castenir to pay

$1,172,800 in restitution and Phelps also is required to pay $1,172.800 in restitution
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to defrauded customers. Finally, the Orders subject Defendants to permanent trading.
and registration bans and a permanent injunction from further violations of the

Commodity Exchange Act (CEA) and CFTC regulations, as charged.
Case Background

‘The summary judgment order found that Phelps and Castenir formed Maverick,
which operated a commodity trading pool. In 2013, Maverick solicited more than $1.2
million in funds from investors. The solicitations were boosted by false materials
claiming that Phelps had an extensive history of investing successfully in commodity
trading markets. The solicitations also falsely assured investors that their risk would
be “limited.” and that they could expect “guaranteed retums” of more than 100% per
year. They promised investors that their money would be invested in commodity

trading markets with the goal of earning substantial returns.

According to the summary judgment order, Phelps and Castenir actually used
less than $400.000 of the invested funds for trading. The remaining investor funds
were misappropriated. Nearly all of the funds used for commodity trading were lost in
unprofitable trades. Nevertheless, throughout 2013, and despite the losses, Phelps.
Castenir, and Maverick sent investors false account statements showing their
investments yielded remarkably high gains. Throughout the entire  investment
operation, Phelps never registered with the CFTC as a commodity trader, despite the

fact the he and Maverik engaged in numerous regulated activities.

Criminal Action

“The summary judgment order further noted that on September 20, 2019, after a
jury trial, Phelps was convicted of 13 counts of fraud and conspiracy in connection
with the same underlying facts as the CFTC’s case. Phelps was sentenced o 108

‘months in prison followed by three years of supervised release.

‘The CFTC cautions that orders requiring repayment of funds to vietims may not
result in the recovery of any money lost because the wrongdoers may not have
sufficient funds or assets. The CFTC will continue to fight vigorously for the

6/ 46




image13.jpg
MASERTTAE AT A MRS

protection of customers and to ensure the wrongdoers are held accountable.

https://www.cfte gov/PressRoom/PressReleases/8503-22

4. REBEMEEX DB REIERR FTX R LA L5 WA A0 AF
ERELHER (202243 A 24 H)

CFTC ¥4 7 LedgerX, LLC d.b.a. FTX US Derivatives (FTX) % % # 3 (f
KT B FER (DCO) W M4 AT AER R LMK,

FTX FLLL 4 #4245 % % Con a fully collateralized basis) J 3 5 o # #t #1414
HRUEKERS (FPARIRR) . EARINBERERSHE R P, FIX
RUESERAEFARBRANFSAUP S E5FRURELRTFRAR
LN

2022 %3 A 10 H, CFTC A%, M FTX W AFERER, LHUZH
FREAFPAXFHAETN LR EEAFH KA. CFTC ELR BRI
HMEKRT 30K, B, HARLTF 2022454 11 BLHRX.

4. CFTC Extends Public Comment Period on FTX Request for Amended DCO

Registration Order (2022/3/24)

‘The Commodity Futures Trading Commission is extending the deadline for the
public comment period on a request from LedgerX, LLC d.b.a. FTX US Derivatives

(FTX) to amend its order of registration as a derivatives clearing organization (DCO).

FTX currently offers clearing of futures and options on futures contracts on a
fully collateralized basis directly to retail participants (non-intermediated model). In
its request for an amended order of registration, FTX proposes to clear margined

products for retail participants while continuing with a non-intermediated model

On March 10, 2022, the CFTC announced that it is seeking public comment on

FTX's request, on both specific questions as well as policy issues raised by use of a
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non-intermediated model in this manner. The CFIC is extending the deadline by
which comments must be received by 30 days, such that comments should now be

submitted on or before May 11,2022,

https://www.cfic gov/PressRoom/PressReleases/8505-22

5 XEWEMEXEBRLEREMA AV FEX Global Pty Ltd i £ E R H
FEENXRBRS (2022453 f30H)

CFTC /i [F] & # E. 17 FEX Global Pty Ltd (FGL) % A BEATR—
REHRERAAERRE S ELXFHHF (Foregin Board of Trade, FBOT) , £
TR . HRFARELRALFEXH.

14 CFTC #1E M4, FOL 12 Rt % E& 54 TUEEMIT RO

X5 ¥4 R4 (trade matching system) « FGL 7 4 CFTC *f FBOT #77£ # & K,
HRAENL, HELHXBHOH K, TAFERENENLTHE, 5 CFTC
MRS TRNEEF AL

44 FGL, Hil# 24 & FBOTs & CFTC % K # .

5. CFTC Issues Order of Registration to FEX Global Pty Ltd to Permit Trading

by Direct Access from the U.S. (2022/3/30)

“The Commadity Futures Trading Commission today announced that it has issued
an Order of Registration to FEX Global Pty Ld (FGL), a Sydney, Australia-based

Foreign Board of Trade (FBOT) licensed to operate markets in energy, commaodity.

and environmental derivative products.

Under the order, FGL’s members and other U.S. participants may enter orders
directly into its trade matching system. FGL satisfied CFTC requirements for FBOT
registration by demonstrating, among other things, that it possesses the attributes of an
established, organized exchange. It is subject to comprehensive oversight by its home
country regulator whose supervision is comparable to that which the CFTC applies in
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its oversight of designated contract markets.

With the addition of FGL, there are 24 FBOTS currently registered with the
CFTC.

hitps://www.cftc. gov/PressRoom/PressReleases/§509-22

6. BB &R S % R 4% KOR Reporting Inc.lf k32 4% T # K&
B (202243 A30 H)

RE(EEHRKXFHE) (CEA) # 21 ¥4 CFTC £# # 49.3(b)¥, CFTC
4% KOR Reporting Inc. (KOR) #i§ 55/ # E HEH & E (SDR) .

KOR # B #l # |4~ CFTC [l &5 ¢ 3 M % SDR #% k. SDR fF % 2010 4
(FB-BLAEE) GlHH—KCFTC EREH, EERTELHARIHER
BRMGEREP T XA M. KOR ErtEMafl®. BE. 64, 4L
o k4B & %~ 2% 5180 SDR.

KOR 46/ # 2 4 7 4 /5 7 9 fF % SDR FF Rk % Most, 5HiH lsetivE
A ZA# SDR —#, KOR & B RIEL #8008 7 WEAE, H A H
WEMEABITHAEA LT EMEHEAER,

6. CFTC Approves Application of KOR Reporting Inc. for Provisional

Registration as a Swap Data Repository (2022/3/30)

‘The Commodity Futures Trading Commission today approved the application of
KOR Reporting Inc. (KOR) for provisional registration as a swap data repository
(SDR) pursuant to section 21 of the Commaodity Exchange Act and section 49.3(b) of

the CFTC” s regulations.

KOR s the fourth entity that is currently provisionally registered by the CFTC as
an SDR, a category of CFTC registered entities created by the Dodd-Frank Act of

2010 to perform a variety of functions related to the collection and maintenance of
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swap transaction data and information. KOR was provisionally registered for the

interest rate, equity, credit, foreign exchange, and other commodity asset classes.

KOR is required to satisfy certain conditions before it can begin operating as an
SDR. In addition, KOR is required, as are all provisionally and fully registered SDRs,
to demonstrate continued compliance with existing regulations and to come into
compliance with new regulations and amendments in accordance with the dates

established therein.

https://www.cfic. gov/PressRoom/PressReleases/8508-22
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e REEPHERRLAT) PEERKAL LHTHE, KUMF
MAREFRHE.

7. ESMA Coordinates Regulatory Response to the War in Ukraine and Its

Impact on EU Financial Markets (2022/3/14)
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‘The European Securities and Markets Authority (ESMA), in coordination with
National Competent Authorities (NCASs), is closely monitoring the impact of the
Ukraine erisis on financial markets and is prepared to use its relevant tools to ensure
the orderly functioning of markets, financial stability and investor protection. This is
part of the European Union’s overall response to the tragic consequences of Russia’s

military aggression.

ESMA provides a forum for supervisors to discuss questions and coordinate
responses arising from the current situation. To ensure stakeholders are adequately
informed, ESMA outlines below its specific supervisory and coordination activity, as

well as recommendations to financial market participants:
Supervisory and coordinating activities

® CCPs — ESMA is closel

monitoring CCP related volatility and margin
developments in energy and commodities market segments. It is also in close
contact with NCAs focussing on the impact on clearing members and their clients

in those markets;

® Credit Rating Agencies — ESMA continues to actively engage with CRAS to
ensure sufficient transparency around ratings and is monitoring the impact of

sanctions on CRAS” operations in close cooperation with other regulators;

® Benchmarks — ESMA is engaging with its supervised benchmarks administrators

to verify the impact of market developments and san

ions on the provided
benchmarks. 1t is also engaging and coordinating with NCAs regarding the
impact on benchmarks provided by the administrators under NCAS' supervisory

remit;

® Investment Management — ESMA has reinforced its coordination role by
monitoring investment funds, organising frequent exchanges with NCAs to

analyse market developments and supervisory risks linked to the erisis. focusing

on liquidity issues and the use of liquidity management tools (LMTs) and

monitoring issues relating to valuation of assets and potential suspension of

13/ 46
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redemptions:

Secondary markets - ESMA and NCAs are monitoring the market situation, and
ESMA is assisting NCAs with the consistent implementation of sanctions by

market operators including the suspension of trading in instruments by venues;

Central Securities Depositories — ESMA is monitoring, in coordination with
NCAs, the impact of sanctions on CSDs* operations and assisting with their

implementation in a consistent manner. It is also consolidating data on the levels

of settlement fails as one of the indicators to monitor market developments;

Cyber Security — ESMA is facilitating the collection and sharing of information

and experiences among NCAs regarding eyber incidents; and

Risk assessment — ESMA continuously monitors the risks to market participants
and financial stability and exchanges its risk assessment regularly with policy

‘makers and authorities at national, EU and international level.

Market Recommendations

Sanctions Compliance — financial market participants should ensure  they
comply with the relevant EU sanctions and monitor for any further restrictions.
‘The European Commission (EC) will provide clarity and answer querics on the
scope and implementation of these and ESMA is supporting the EC in collecting
such queries;

Market disclosure — issuers should disclose as soon as possible any inside
information concerning the impacts of the crisis on their fundamentals, prospects,
and financial situation in line with their transparency obligations under the

Market Abuse Regulation, unless the conditions for a delayed disclosure are met;

and

Financial Reporting — issuers should provide transparency, to the extent possible

on both a qualitative and quantitative basis, on the actual and foreseeable direct

and indirect impacts of the crisis on their business activities, exposures to the
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affected markets, supply chains, financial situation and economic performance in
their 2021 year-end financial report if these have not yet been finalised and in the
annual shareholders’ meeting or otherwise in their interim financial reporting

disclosures.

hitps://www.esma.europa.ew/press-news/esma-news/esma-coordinates-regulatory-resp

onse-war-in-ukraine-and-its-impact-eu-financial

S RESBEFNARPEE S ARAHRAREEE (KHERSTHEE
Ji 202243 /17 H)

BN MEF % R (BOMRAT L E R BBA, BONIE# 574§ 8 ESMA 7
BRI R A% & F 2 8 EIOPA, FREHAKMUE L F ESAs) REM

B G IEHFREERR PR AR RE U EREHB R,
ESAs FIF T % 4 7 RIS X4 .

ETHBEA pEE R ETANFETE R, TEAER RGN
4 IE A AR A B A KR B AT RIS, B ESAs % A

ESAs Bill, ZEMERSTELASHUPS RABH, SHHAEHNTM
X HWMFR, BA:

o wRMMWEZLHS, HEERAFA AL &N
o MEHUFHERUXRGRABIANERTE; MR

o HMASHAARRREREARNKE, AARNLELAFAFHEAT
FEHE R

ESAs BB & B ¥, BT mHERFRAX>GORFBETRTRART
SEAAEOEPEEN, HRENERH HOHBRERTARE ERRE,
EFRESE 4R ETER.
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HHERLEMBRHS, AARELPTAAHRE R, ESAs XHKE
BF LR RIHD G RIIE AN b 3 AT
.

8. EU Financial Regulators Warn Consumers on the Risks of Crypto-assets

(ESMA 2022/3/17)

The European Supervisory Authorities (EBA, ESMA and EIOPA — the
ESAS) today wam consumers that many crypto-assets are highly risky and
speculative. The ESAS set out key steps consumers can take to ensure they make

informed decisions.

‘This warning comes in the context of growing consumer activity and interest in
erypto-assets and the aggressive promotion of those assets and related products to the

public, including through social media.

In their waming, the ESAs highlight that these assets are not suited for most
retail consumers as an investment or as a means of payment or exchange, as

consumers:

® fce the very real poss

ity of losing all their invested money if they buy these

assets;

® should be alert to the risks of misleading advertisements, including via social

media and influencers; and

® should be particularly wary of promised fast or high retums, especially those that

Took too good to be true.

The ESAs also warn consumers that they should be aware of the lack of recourse
or protection available to them, as crypto-assets and related products and services

typically fall outside existing protection under current EU financial services rules.

In relation to the current situation in Ukraine, and with a view to ensuring the

proper implementation of the sanctions in place. the ESAs welcome the clarification
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by the Council of the European Union of the scope of the restrictive measures against

Russian and Belarusian entities and individuals as regards erypto-assets.

htt

1//WWW.esma. europa.ew/press-news/esma-news/eu-financial-regulators-wam-con

‘sumers-risks-crypto-assets
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9. ESMA Extends UK CCPs’ Recognition Decisions (2022/3/25)

‘The European Securities and Markets Authority (ESMA), the EU’s securities
‘markets regulator, has announced today its decision to extend the application of the
recognition decisions under Article 25 of EMIR (Regulation (EU) 648/2012) for the
three CCPs established in the United Kingdom.

On 22 March 2022, ESMA amended the recognition decisions and tiering
determination decisions in respect of the three recognised UK CCPs — ICE Clear
Europe Ltd, LCH Ltd and LME Clear Ltd — that were adopted by ESMA on 25
September 2020, to align them with the Commission Implementing Decision (EU)
2022/174 adopted by the European Commission on § February 2022,
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Accordingly, the application of the recognition decisions and ticring
determination decisions in respect of ICE Clear Europe Ltd, LCH Ltd (as Tier 2 CCPs)
and LME Clear Ltd (as a Tier 1 CCP) has been temporarily extended until 30 June
2025.

hitps://www.esma.europa.ew/press-news/esma-news/esma-extends-uk-ceps -recogniti

on-decisions
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10. ESMA Fines REGIS-TR €186 000 for EMIR Data Breaches (2022/3/24)

The European Securities and Markets Authority (ESMA), the EU’s securities
markets regulator, has fined trade repository REGIS-TR €186.000 for eight breaches

of the European Market Infrastructure Regulation (EMIR).

“The breaches relate to failures in ensuring the integrity of data and providing
direct and immediate access to regulators. The breaches were committed between
2017 and 2020. Five out of cight breaches were found to have resulted from
negligence on the part of REGIS-TR

Data Integrity

REGIS-TR negligently failed to ensure the integrity of the data reported to it due

1o various data processing incidents, including
® not having ensured the integrity of the data reported to REGIS-TR; and

® having incorrectly rejected data correetly reported by the Reporting

Partics.
Direct and immediate access

“The trade repository negligently failed to provide direct and immediate access to

regulators by
® gencrating incorrect reports;

@ failing to provide reports within the specified time limits; and
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® omitting data in the reports due to wrong rejections.

ESMA also found that REGIS-TR committed three further breaches resulting in
the provision of wrong and unreliable reports to regulators by failing to verify the

correctness and completeness of the data received by the reporting parties.

In caleulating the fine for negligent infringements, ESMA considered both

aggravating and mitigating factors under EMIR.

hitps://www.esma.europa.ew/press-news/esma-news/esma-fines-regis-tr-€186-000-em

ir-data-breaches
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11. ESMA Updates on

rd-country CCP Recognition Decisions (2022/3/25)

The European Securities and Markets Authority (ESMA), the EU’s securities
markets regulator, has announced a series of updates in relation to the recognition of
central counterparties established in third countries (TC-CCPs) under EMIR
(Regulation (EU) 648/2012).

‘The updates include the review of recognitions of TC-CCPs that were already
previously recognised, the conclusion of revised Memoranda of Understanding
(MoUs) with relevant third country authorities, as well as the first-time recognition of

the National Securities Clearing Corporation (] C).

On 22 March 2022, ESMA completed the tiering and review of the recognition
decisions of 25 TC-CCPs recognised by ESMA prior to September 2020, under
Article 89(3¢) of EMIR and in accordance with Article 25 of EMIR. For a number of
TC-CCPs, ESMA is still waiting for some additional clarifications, including from the
European Commission (EC) regarding relevant equivalence decisions, in order to

finalize the review of recognition process.

ESMA also recognised for the first time NSCC, which is authorised and
supervised by the US Securities and Exchange Commission (SEC), as a Tier 1 CCP
under Article 25 of EMIR following the adoption by the EC of a Commission

Implementing Decision (EU) 2021/85 on the equivalence to the requirements of

EMIR of the United States regulatory framework for central counterparties that are

authorised and supervised by the SEC in January 2021

As pre-requisite to the recognition process, ESMA has to conclude modified or

new MoUs with the relevant third country authorities to reflect key amendments to

EMIR introduced by Regulation (EU) No 2019/2099 .
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“The 16 signed MoUs enhance the supervisory cooperation arrangements between
ESMA and the relevant third country authorities. whose legal and supervisory
framework for CCPs have been deemed equivalent to EMIR by the European
Commission. All MoUs between ESMA and third country authorities are published on
the ESMA website.

hittps://www.esma.europa.ew/press-news/esma-news/esma-updates-third-country-ccp-r

ecognition-decisions
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12. ESMA Publishes Its Final Report on the EU Carbon Market (2022/3/28)
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The European Securities and Markets Authority (ESMA), the EU’s securities

‘markets regulator, has today published its Final Report on the European Union

“arbon Market (EU carbon market). The Report’s analysis did not find any current
‘major deficiencies in the functioning of the EU carbon market based on the data
available. However, ESMA’s analysis of the market has led it to put forward a
number of policy recommendations to improve market transparency and monitoring,

Key Findings

‘The Final Report presents an in-depth analy

of the trading of emission

allowances (EUA) and emission allowance derivatives based on data gathered from
different sources, including EMIR reporting, MiFIR transaction reporting, MiFID 1T
daily and weekly position reports, auction data and data obtained from the EU
Registry. ESMA, in looking at trading in carbon markets and counterparties in this

‘market, has identified the following:

® long positions in carbon derivatives are mainly held by non-financial
entities for hedging purposes:

® short positions are mainly held by banks and investment firms providing
liquidity and carbon financing;

® positions by investment funds remain limited, with positions principally
held by third-country funds; and

@ the share of high-frequency and algorithmic trading is significant in the
carbon market, even if the relevant firms are only holding very small or no actual

positions.

As far as recent developments are concerned, ESMA is aware that the war in the
Ukraine has had a major impact on the carbon market, with EUA prices declining by
30% between 23 February and 4 March, which was the cut-off date for ESMA’s

ESMA notes that the carbon price by 22 March had recovered but

appreciates that the situation remains volatile.
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Policy recommendations

ESMA, based on its findings and observations. has formulated a number of
policy recommendations on the transparency and monitoring of the EU carbon market

from the securities regulators” perspective, for instance:
® cxtend position management controls to EUA derivatives;
® amend EUA position reporting:
® track chain of transactions in MiFIR regulatory reports; and
® provide ESMA with access to primary market transactions.

The measures proposed would provide more information to market participants,

regulators and the public and are intended to contribute to the continued smooth

functioning of the market, which plays an important role for the EU’s transition to a

low-carbon economy.
Issues for consideration by the European Commission

ESMA has also identified two possible courses of actions, with arguments in

favour and against, that the European Commission (EC) could consider regarding:

@ the introduction of position limits on carbon derivatives - cited in public

discussions as a potential addition to the legislative framework: and

® centralised market monitoring of the carbon market at EU level, in line

with the ACER-style monitoring for gas and power.
Next steps

ESMA’s Report provides a factual and comprehensive basis for the EC. the
Council of the EU and the European Parliament to determine whether additional

measures to regulate the carbon market are considered necessary. ESMA s ready to
assist with the implementation measures and with additional data analysis or advice

that could be useful in future deliberations on the EU carbon market.

ht
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13. Warning on Illegal Crypto ATMs Operating in the UK (FCA 2022/3/11)

We have warned operators of crypto ATMs in the UK to shut their machines

down or face enforcement action.

Crypto ATMs offering eryptoasset exchange services in the UK must be
registered with us and comply with UK Money Laundering Regulations (MLR). None
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of the cryptoasset firs registered with us have been approved to offer crypto ATM
services, meaning that any of them operating in the UK are doing so illegally and

consumers should not be using them.

‘The Upper Tribunal recently ruled against Gidiplus, a firm offering crypto ATM
services, which wanted fo continue trading. pending the Upper Tribunal’s
determination of its appeal against us refusing its application for registration under the
MLRs. The judge concluded that there was a *lack of evidence as to how Gidiplus

would undertake its business in a broadly compliant fashion’.

We are concerned about crypto ATM machines operating in the UK and will
therefore be contacting the operators instructing that the machines be shut down or

face further action.

Since we published the list of unregistered crypto firms that may have been
continuing to conduct business, a recent assessment found that 110 are no longer

operational.

We regularly wam consumers that cryptoassets are unregulated and high-risk
which means people are very unlikely to have any protection if things go wrong. so

people should be prepared to lose all their money if they choose to invest in them.

https://www.fea.org uk/news/news-stories/warning-illegal-crypto-atms-operating-uk.
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14. Joint Statement from UK Financial Regulatory Authorities on Sanctions and

the Cryptoasset Sector (FCA 2022/3/11)

The UK, in partnership with our allies across the globe, has imposed an
unprecedented package of economic sanctions on Russia and Belarus, in response to

Russia’s invasion of Ukraine on 24 February.

The UK financial regulatory authorities reiterate that all UK financial services

firms, including the cryptoasset sector, are expected to play their part in ensuring that
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sanctions are complied with.

We are working closely with partners in government and law enforcement both
here and abroad, including regulatory authorities, to share intelligence and act to
prevent sanctions evasion, including through cryptoassets. We also remain ready to

act in the event of sanctions breaches.

Legal and regulatory requirements on firms

Financial sanctions regulations do not differentiate between cryptoassets and
other forms of assets. The use of cryptoassets to circumvent economic sanctions is a
criminal offence under the Money Laundering Regulations 2017 and regulations made

under the Sanctions and Anti-Money Laundering Act 2018.

The FCA has already written to all registered cryptoasset firms and those holding
temporary registration status to highlight the application of sanctions on various

entities and individuals.

Where transactions give rise to concerns about sanctions evasion or money
laundering firms should also consider their obligations to report to the UK Financial
Intelligence Unit (UKFIU) at the National Crime Agency under the Proceeds of Crime
Act 2002. The UKFIU has published guidance and a Suspicious Activity Reports

(SARS) glossary code that should be used when reporting any suspicions.

We remind all other authorised financial institutions to check the FCA register to
identify whether any cryptoasset firms they do business with are registered, or to
check the equivalent register of the jurisdiction in which the eryptoasset firm is based.
Both the FCA and the PRA will act if they see authorised financial institutions

supporting eryptoasset firms operating in the UK illegally,

‘The Office of Financial Sanctions Implementation (OFSI), part of HM Treasury,
ensures financial sanctions are properly understood, enforced and implemented in the
UK. If you know, or have “reasonable cause to suspect” that you are in possession or

control of, or are otherwise dealing with, the funds or economic resources of a
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designated person you must:
® freeze them

® not deal with them or make them available to, or for the benefit of, the

designated person, unless:
W there is an exception in the legislation that you can rely on; or
™ you have a license from OFSI
® report them to OFSI
Steps to reduce the risk of sanctions evasion via cryptoassets

As set out in communications from the FCA, cryptoasset fims must take steps to

ensure they are compliant with their legal obligations in relation to sanctions.

Controls developed to identify customers and monitor their transactions under
the Money Laundering Regulations 2017 can help with compliance, but firms will
need to implement additional sanctions specific controls as appropriate. In particular,

firms should consider:

® updating business-wide and customer risk assessments 1o acy

changes in the nature and type of sanctions measures

® cnsuring that customer onboarding and due diligence processes identify
customers who make use of corporate vehicles to obscure ownership or source of

funds

® cnsuring that customers and their transactions are screened against
relevant updated sanctions lists and that effective re-sereening is in place to

identify activity that may indicate sanctions breaches

® identifying activity that is not in line with the customer profile or is

otherwise suspicious and ensuring that these are reported quickly to the

nominated officer for timely consideration
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® where blockchain analytics solutions are deployed, ensuring that

compliance teams understand how these capabilities can be best used to identify

transactions linked to higher risk wallet addresses

® engage with public-private partnerships and private-private partnerships
to gather insights on the latest typologies and additional controls that might be

relevant and share their own best practice examples

Firms should also look for red flag indicators that suggest an increased risk of

sanctions evasion. These may include, but are not limited to:

® 4 customer who is resident in or conducting transactions to or from a
jurisdiction which is subject to sanctions, or which is on the UK’s High Risk
‘Third Countries list for anti-money laundering and counter-terrorist financing
purposes, or any jurisdiction you have identified as posing an increased risk of

illicit financial activity

® transactions to or from a wallet address associated with a sanctioned
entity, or a wallet address otherwise deemed to be high-risk, based on its

transaction history or that of associated addresses, or other factors

® transactions involving a cryptoasset exchange or custodian wallet
provider known to have poor customer due diligence procedures or which is

otherwise deemed high-risk

® the use of tools designed to obfuscate the location of the customer (eg an
IP address associated with a virtual private network or proxy) or the source of

cryptoassets (eg mixers and tumblers)

® other red flag

dicators that are normally associated with money
laundering more broadly. In both situations, the aim of the illicit actor is to make

anillegal transaction seem legitimate

Red flag indicators should be considered in context. What may appear innocent

in isolation may be indicative of sanctions evasion when considered alongside other
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red flag indicators or contextual information.
Regulatory authorities

® The Office of Financial Sanctions Implementation (OFSI), part of HM
‘Treasury, ensures financial sanctions are properly understood, enforced and

implemented in the UK.

® ‘The FCA is the anti-money laundering and counter-terrorist financing
supervisor for cryptoasset businesses and other financial institutions in the UK. It
is also the conduct regulator for financial institutions which carry out activities
within scope of the Regulated Activities Order. If a person you are dealing with,
directly or indirectly, is a designated person; if you hold any frozen assets; or if’
knowledge or suspicion of these come to you while conducting your business,

You must also notify the FCA

® ‘The Bank of England prudentially regulates and supervises financial
services fims through the PRA. The PRA is responsible for the prudential
regulation and supervision of banks, building societies, credit unions, insurers and

major investment firms.

/www.fea.org.uk/mews/statements/uk-financial latory-authorities-sanctions-

cryptoasset-sector
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15. Circular to licensed corporations - Managing the risks of business email

compromise (SFC 2022/3/24)

‘The Securities and Futures Commission (SFC) has recently received reports from
licensed corporations (LCs) about business email compromise, a type of eyber fraud
whereby fraudsters posing as known business contacts dupe unwary staff into sending
them money or sensitive information. These incidents resulted in the leakage of client
information which undermined client interests and, in some cases, significant
financial losses which the LCs had to bear.

37/ 46




image44.jpg
MASERTTAE AT A MRS

A business email compromise (BEC) scheme typically involves one or more of

the following actions by the fraudsters;

@ forging an email address which looks like that of a genuine client contact

for communicating with the target L.C;

® impersonating client contacts and making apparently legitimate requests
such as asking for copies of statement of accounts, adding or altering authorised

signatories, applying for user accounts or placing trade orders; and

® issuing fund transfer instructions, usually to bank accounts under their
control at multiple receiving banks, some of which are located overseas, to

‘maximise their chances of receiving the funds.

In most cases where fraudsters succeeded, the identities of the email senders
were either not verified or were checked improperly. For example, an LC staff simply
called the phone number provided by the fraudster and followed the confirmation to

process the fund transfer instructions.

In addition, many red flags were ignored by the LCs. In one incident, fund
transfers were rejected or withheld by some banks. Instead of promply investigating
the irregularities, the LC proceeded to act on the transfer instructions to other banks.
Eventually, a number of fund transfers were effected, inflicting financial losses on the

LC.

The SFC’s expectations

The SFC expects LCs to have intemal control procedures and financial and
operational capabilities which can be reasonably expected to proteet their operations
and clients from financial losses arising from thefl, fraud and other dishonest acts,
professional misconduct or omissions. LCs are reminded to vigilantly monitor and
effectively manage BEC risks, especially at times when remote working arrangements

are commonplace.
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Control mechanisms

LCs should establish effective policies and procedures to provide guidance to
their staff for managing BEC risks. In addition, LCs should strengthen internal

controls in the following aspects:
Client contact information

® Establish true identities of the clients and their authorised representatives

during the account opening process.

® Periodically review and update the official records to keep client contact

information aceurate and up-to-date.
Amendment of elient particulars

® Request written instructions when a client asks to amend his or her
particulars (including updating authorised representatives), and verify the

requestor’s identity and specimen signature.

® Verify email requests using contact information on LCs” official records,
rather than the email address o phone number provided in the email. Consider

arranging a video conference or a physical meeting with the client if needed.

® Issue acknowledgement notifications to the clients registered address,

email or mobile phone when amendments are requested and when they are made.
‘Email requests for order placing or fund transfer

® Implement effective confirmation procedures for the requests with the

amounts over a reasonable threshold.

® Rather than responding directly to email requests, use altemnative
channels and contact information from LC’s original records to contact and verify

client’s requests.

® Consider using surveillance tools to filter spoofed email addresses and
detect unauthorised access to internal networks and systems,
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Red flags

® Stay alert and handle with extra care when email requests are
inconsistent with the client’s normal practices. Promptly follow up irregularities,
such as significant payments to overseas bank accounts, requests for immediate

payments and repeated transfer rejections by banks.

® Foster a strong risk culture to encourage staff to report and follow up on

red flags. Engage supervisors, IT administrators and compliance stafT in a timely

‘manner to formulate appropriate responses to suspicious em:
Senior management responsibility

It should be noted that the above control measures and techniques are by no
means exhaustive. The SFC suggests that each L.C review its own circumstances and
ensure that appropriate and effective control procedures are put in place and
effectively enforced. It is the responsibility of the senior management to oversee LCs
implementation of internal control policies and procedures for the effective
management of BEC risks, and ensure that adequate resources for such control

functions are allocated and proper checks and balances are in place.

LCs should provide regular training to staff to enhance their vigilance in
watching out for email scams and ensure that they understand the appropriate
handling procedures. LCs” staff should carefully examine email addresses. prudently
verify the authenticity of requests, diligently investigate red flags and promptly

escalate issues according to internal protocols,

LCs are also advised to make reference to the SFC’s guidance on the control
‘measures and techniques for managing eybersecurity risks and guarding against email

scams.

hittps://apps istribution W eb/gateway/ EN/circular/intermediaries/supervision/
docrefNo=22EC25
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1. The China Securities Regulatory Commission (“CSRC”) Seeks Public Opinion
on The Provisions on Matters Concerning the Preferential Use of Securities Law

Violators' Property for Bearing Civil Compensation Liability (Draft) (2022/3/11)

To practice the people-centered development ideals, to solidify the principle on
the prioritization of civil-compensation liabilities, and to protect the lawful rights of
the investors, CSRC and the Ministry of Finance of the PRC jointly researched and
drafted The Provisions on Matters Concerning the Preferential Use of Securities Law
Violators' Property for Bearing Civil Compensation Liability (Draft) (the
“Provisions™). The Provisions clearifies the mechanism under which a Securities Law
violator’s administrative money penalty will be used for compensations of civil
liabilities, and addresses the matters of applicant, application deadline, application
amount. and application procedures. The consultation shall remain open until April

10th, 2022

hittp://www.csre.gov.en/csre/c101981/¢2053432/content. shiml
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2. The People’s Bank of China (PBC) Approves Establishment of Two Financial
Holding Companies  (2022/3/17)

‘The People’s Bank of China (PBC) has recently approved the establishment of

China CITIC Financial Holdings (in preparation) and Beijing Financial Holding
Group. For a non-finance enterprsie, the establishment of financial holding companies
promotes the segregation of financial and industrial sectors, prevents the
cross-contamination of risks in each respective field, realizes the unified and
centralized management of financial equities and encourages rule-compliant and
sustainable development. Following a macro-prudential regulatory model and based
on consolidated financial statements, the PBC will regulate financial holding
companies in a comprehensive, continuous, and look-through manner, so that
financial holding companies will maintain adequate capital. improve corporate
governance, strengthen risk isolation, and operate in line with laws and regulations,
thus continuously enhancing their capability to support the high-quality economic

development and helping keep the economic performance within a reasonable range.

hitp://www.pbe.gov.cn/goutongjiaoliu/1 13456/113469/4510475 /index html
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3. Deepening the Promotion of Pilot Public-funded Real Estate Investment Trust
(REITs) Further Promoting a Healthy Cycle of Investment and Financing

(CSRC 2022/3/18)

‘The China Securities Regulatory Commission (CSRC) is working with relevant
Ministries and Commissions of the PRC to deepen the promotion of pilot
infrastructural REITS, to refine the rules and mechanisms, to broaden the scope of
pilot programs, to better utlize public-funded REITS, to further promote a healthy
cyele of investment, and to boost the development of real economy. Currently, the
CSRC s directing exchanges to speeden the rulemaking process for REITs expanded
fundraising and will consult the market when it decms appropriate. The CSRC is also
working with relevant Ministries and Commissions of the PRC to promote the pilot
programs for REITs of affordable rental housing and to speeden the implementation

of the said programs

hittp://www.csre.gov.cn/esre/e100028/¢21146 13 /content. shiml
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Shanghai Futures Exchange (SFE) Releases Guidelines on Commodity Swap

Settlement Business of the Shanghai Futures Exchange

hittp://www.shfe.com.cn/news/notice/911341375. html
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Shanghai International Energy Exchange (INE) Secks Public Opinion on the

Revised Trading Rules of the Shanghai International Energy Exchange

http://www shfe.com.cn/news/notice/911341378 html

6 LI R FTRA CLEMBXRHEEEE K> PR EREUSITH

Shanghai Futures Exchange (SFE) Releases the Information Management Rules
and the Revised Versions of Relevant Implementation Rules

hittp://www shfe.com.cn/news/notice/911341445 html

T AEBRXAHFEXTHE KERRXEFAENRUAEEHE> HAE

Dalian  Commodity Exchange (DCE) Issues on Revising the Hedging

Management Measures of the Dalian Commodity Exchange

hittp://www.dce.com.cn/dalianshangpin/ywiw/jystz/ywiz/6307180/index html
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Dalian Commodity Exchange (DCE) Issues on Revising the Risk Management
Measures of the Dalian Commaodity Exchange

http://www.dee.com.cn/dalianshangpin/ywfiw/jystz/ywtz/6307163 /index.html

9. KEBMHRXHHRTEARSAEWRMNAE

Dalian Commodity Exchange (DCE) Announces Decision on Handling Violations

http://www:dce.com.cn/dalianshangpin/ywfiw/jystz/ywtz/6307853 /index. html

10. CLEERRHH THE" S EREGH S F1T5007 E>

Plan to Achieve Carbon Peaking and Carbon Neutrality During the Fourteenth

Five-Year Plan of Shanghai Stock Exchange (SSE)
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China Futures Association (CFA) Releases The Management Rules of Risk
Control Index of the Futures Risk Management Company (temporary

provisions)" FAQ (February 28, 2022)

03_25847.html
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China Futures Association (CFA) Hold a Video Conference with International
Swaps and Derivatives Association (ISDA) to Discuss the Current Situation and

Development of Chinese Derivatives Market

13 HERLHRATAR LW R HRAEH A

The Offcials of China Nonferrous Metals Industry Association (CNIA) Answered

the Report's Questions on the Issue of Current Situation of Nickel Market

hitps://www.chinania.org.cn/htmb/xichuidongtai/xiehuidongtai/2022/0311/48978 html
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