IN-HOUSE COUNSEL PERSPECTIVES FROM ASIA

Regulatory Scrutiny —
Predicting the Next Steps

The very speed of recent technological advances and
financial innovation has outpaced the regulatory
response. In addition, today's companies are experiencing
increased pressure from society and governments on
social and environmental issues that make their way into
further oversight and guidelines. The result is an expected
wave of new regulation over the next 12 months that
positions regulatory scrutiny as a leading challenge for in-
house counsel in the near term.

More than 80% of the companies we surveyed have found themselves the
subject of regulatory scrutiny over the past two years. The geographies that
pose the biggest regulatory challenges in the coming 12 months are Japan
(39%), China (35%) and Indonesia (33%).

The rapid proliferation of artificial intelligence ("Al") and the current

lack of a regulatory framework governing the use of such technology is

top of mind, with legal department expenditure on solutions to meet an
anticipated change in the overall regulatory compliance environment
expected to increase slightly (34%) or significantly (26%) over the next year.

Along with concerns around Al, respondents believe regulations relating to
data protection will have the biggest impact (56%) on their organisations
in the next 12 months. Foreign direct investment and environmental
regulation are also top of the agenda (both on 46%) while issues on tariffs
and trade (43%) also scored highly.

When asked how firms will respond to improve their defensibility
associated with data privacy regulations, 71% of respondents said they
would spend on new technology while 57% will seek third-party assistance.

“Right now, China is the big one because of data protection and sanctions
risk,” says one General Counsel. “The emphasis is on understanding how
others are approaching compliance there, with the vague and increasing
number of requirements. India is also a focus area due to its size,
complexity and changing data protection laws.”

Across Asia, there has been a surge in regulatory developments aimed at
combating financial crime, specifically focusing on anti-money laundering
("AML") and counter-terrorist financing ("CFT") activities’. Enforcement
efforts are intensifying in the region, necessitating a proactive approach
from in-house legal teams to avoid penalties'. Hong Kong, Japan, China
and Singapore are among the locations introducing or updating AML/CFT-
related regulations®.
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“AML requirements for real estate brokers vary across APAC,” says one
General Counsel. “AML regulation has been on the horizon for a year or
so in some markets, but we have been prepared for any major regulatory
issues.”

Regulatory initiatives in the region underscore a resolute commitment to
advancing financial innovation, particularly around virtual assets. Recent
measures include the Hong Kong Virtual Asset Licensing Regime ("VASP")
established in 2023 requiring all Virtual Asset Trading Platforms ("VATPs")
to be licensed under the Securities and Futures Commission ("SFC"). In

Singapore, the Monetary Authority of Singapore recently strengthened

regulatory measures for Digital Payment Token ("DPT") service providers.

Environmental regulation has also been gathering momentum in recent
years, with a number of jurisdictions introducing new framework including
China's Certified Emission Reduction ("CCER") and the Hong Kong Stock
Exchange's adoption of the International Sustainability Standards Board
("ISSB"). The region has also witnessed the evolution of sustainable
finance, with locations such as Japan, Singapore and South Korea
implementing Environmental, Social and Governance ("ESG") disclosure
regulations and guidelines®.

As risks associated with regulatory scrutiny grow, companies are finding
new ways to keep abreast of changes. These include sources such as social
media (60%), online news (56%) and internal research (55%).

When asked how confident respondents were about their firms’ ability to
proactively prepare for emerging legal risks, almost all (97%) said they were
either very confident (61%) or slightly confident (36%), while 3% said they
had no confidence at all that proactive preparations were being made.

While it is evident that the Asia region adopts diverse approaches to policy,
regulation and compliance, it is notable that authorities are working
together to close this gap through efforts such as collaboration on digital
innovation in the financial sector.

“Theincrease in regulation is a big trend in Southeast Asia,” says one
General Counsel. “In Asia, in-house legal counsel don’t always have a
seat at the table with the global leadership team. However, as regulations
increase in the region, we expect more senior GC being situated in Asia
getting a seat at the table.”

For more information please contact:

ANNA BLEAZARD

Investigations and Financial Crime Compliance
Senior Managing Director
anna.bleazard@fticonsulting.com
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Regulatory Scrutiny: Survey Findings

How negatively or positively do you expect regulations related to the following
will impact your company over the next 12 months?

Very negatively M Slightly negatively H No impact Slightly positively ~ m Very positively Sum: Positively M Sum: Negatively

59% 60% 62% 64%

38% 40% 33% 36%
| e
| 110, ALY | T 14% : e 18% | T 12% |
Environmental sustainability Social and governance Data and cybersecurity Financial
Over the next 12 months, how do you expect Which geographies present significant
your department’s expenditure on solutions for challenges for your company when addressing
regulatory compliance to change? changing regulations?

Increase significantly 26% o ‘e
"~ W

Increase slightly 34% 399% 35% 33%
Japan China Indonesia
Stay the same 18%
i ] ?o G
Decrease slightly 11% 4 ~— '
29% 28% 28%
Decrease significantly Malaysia Hong Kong Singapore
Total Decrease 260/0 160/0 30/0
South Korea India None
What protocols does your company have in place Which of the following is your company planning
for handling regulatory scrutiny? on investing in to improve defensibility against
legal threats in the next 12 months
Reactive measures 710/0 -
Proactive controls 700/0-

72%
58% W 549%
Other
4% 1%

Nothing New Third-party New personnel Other None

technology  assistance hires
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Regulatory Scrutiny: Survey Findings

How do you stay on top of regulatory changes impacting your company?

CEEEEOO

60% 56% 55% 449% 43% 3% 1%

Social media Online news Internal research Newspapers

News aggregators Other | don't stay on top of
regulatory changes

Regulations related to which of the following do you believe are likely to affect your organisation
in the next 12 months?

Data protection Foreign direct investment
Tariffs/trade Industry-specific Mergers and acquisitions

How confident are you in your company’s ability
to do the following?

To the best of your knowledge, when was the
last time your company was the subject of
Proactively prepare for emerging legal risks that may occur regmatory scrutiny / investigations?
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past years years
12 months ago ago

Very confident

Which of the following is your company planning
on investing in to improve defensibility against
ST—— data privacy regulations in the next 12 months?

71%
57% M 56%
4%

New Third-party New personnel Other None
technology  assistance hires

Effectively respond to legal incidents that have occurred

Slightly confident

Very confident




