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How a Securities Exchange Can Cater to the Modern
Needs of Issuer Biodiversity: Story of Rising
Popularity of the Global Exchange Market of
Euronext Dublin as a Venue of Choice for Debt
Listing in Europe

The emergence of the Global Exchange Market of
Euronext Dublin is but a little chapter of the multi-market
Euronext development saga. The Global Exchange
Market is an exchange-regulated market and multilateral
trading facility for banks, companies and sovereigns
listing debt. It is a specialist debt market for professional
investors. It offers high liquidity, product diversity,
international benchmarking, quality governance and
market transparency to issuers and investors.

For companies that have chosen to raise funds through
debt financing, with preference to maintain ownership
and retain potential for profits, the Global Exchange
Market has established itself as a popular debt listing
platform.

Euronext Dublin as an attractive and successful market
for debt listing

In February 2019, Juventus, a listed company on the
Milan Stock Exchange (JUVE.MI) and one of the most
successful and famous football clubs in the world, issued
and listed for the first time EUR175 million 3.375 per
cent notes due February 19, 2024 on the Global
Exchange Market of Euronext Dublin. In October 2018,
El Corte Inglés, the world's fourth largest department
store and Europe’s largest department store by net
turnover, issued and listed EUR690,000,000 3% Senior
Notes due 2024 on the Global Exchange Market. Many
high profile European companies have chosen the
Global Exchange Market / Euronext Dublin to list their
bonds, including Ferrari, Prada, Mediobanca, RAI, Enel,
BBVA, Iberia, Adif, Prosegur Cash, Melida Hoteles and
ACS. Its products’ diversity and deliverability are among
the world’s broadest. See for yourself at its website.

The listed bond market size of the Euronext ranks as the
world’s largest and is about two times the combined
listed bond market size of the Hong Kong, Shanghai and
Shenzhen stock exchanges.
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Successful Features of Euronext

Being a leading exchange for bond listing in the world,
Euronext has the following features which make it a
popular choice for debt listing:

e asingle-entry point to multiple listing markets —
Euronext covers 6 locations across Europe,
including Dublin, Oslo, Amsterdam, Brussels,
Paris and Lisbon;

o efficient process — Euronext offers a guaranteed
quick review time and provides a fast listing
process

e competitive fees — listing fees are transparent
and simple to calculate

e availability for trading on lit markets — supporting
transparency for trading of bonds

e market facing and diversified - open
communication and abundance of expert
advisors in respective areas

e successful positioning of its markets — other
than its bond markets, it also offers streamlined
and well-regulated markets, such as Euronext
Growth for equity fundraising by quality small to
mid-cap firms

Remarks

Listing an international bond gives a company access to
a larger group of potential investors outside of its area of
operations while raising its visibility and profile. The
success story of Euronext as a leading debt listing
market in the world provides case study material to stock
exchanges in Asia such as The Stock Exchange of Hong
Kong Limited (SEHK) and Singapore Exchange Limited
in respect of debt and equity listing. The past years have
seen a rapid growth in the numbers of debt securities
listed on the SEHK. As of December 31, 2020, there
were 1,574 debt securities listed on the SEHK,
representing a growth of more than 8 times compared
with 169 at the end of 2010. The total funds raised
through debt securities had also increased by 348 per
cent from HK$341.24 billion in 2012 to HK$1,528.7
billion in 2020.
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Hong Kong’s streamlined regime on bond issuance and
growing diversity of debt securities in the market have
contributed to such impressive growth. The flexible yet
robust regulatory framework of Hong Kong's regulators
is also a key to its continuing success. Recently, the
SEHK has revamped its rules relating to debt listing to
professional investors, by amendments to Chapter 37 of
the Rules Governing the Listing of Securities on the
SEHK and related guidance letter on the requirements
regarding disclosures in listing documents and
continuing obligations of debt issuers. Hong Kong,
Shanghai and Shenzhen are cities of the same country.
In view of the success story of Euronext, Hong Kong is
well positioned to develop a leading regional bond (and
equity) market with thriving biodiversity based on
offshore RMB, digital yuan, local and international
currencies, being a functional part of a broader platform
together with the markets of Shanghai and Shenzhen.
The next evolution of Hong Kong’'s market should be
mutually complimentary with those of Shanghai and
Shenzhen, while forging together a vibrant, multi-
faceted and diversified overall market teeming with life.

Indeed, any reform of SEHK’s securities markets,
including its proposed Main Board IPO reform regarding
profitability requirements, may benefit from taking note
of the success story of Euronext. A desirable outcome
should exhibit balance of interests of a wide spectrum of
issuers and investors catering to a diversified financial
ecosystem with sustainable growth, and avoid any
irreversible disturbance to the issuer biodiversity of the
ecosystem.
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https://www.euronext.com/sites/default/files/2020-
12/52118_Global-Debt-Franchise_Brochure%20FINAL.pdf
https://www.euronext.com/nl/raise-capital/bond-financing
https://www.ise.ie/Media/News-and-Events/2019/World-
famous-Italian-football-club-Juventus-lists-on-the-GEM.html
https://www.ise.ie/Media/News-and-Events/2018/Europe-s-
largest-department-store-El-Corte-Ingles-lists-on-the-
GEM.html

https:/iwww.hkex.com.hk/Market-
Data/Statistics/Consolidated-Reports/HKEX-Monthly-Market-
Highlights?sc_lang=en
https://www.hkex.com.hk/-/media/HKEX-Market/Market-
Data/Statistics/Consolidated-Reports/Annual-Market-
Statistics/2020-Market-Statistics.pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Market-
Data/Statistics/Consolidated-Reports/Annual-Market-
Statistics/2013-Market-Statistics. pdf

Hong Kong Exchanges and Clearing Limited
Welcomes Inclusion of STAR Market Stocks into
Stock Connect and Further Expansion of
Southbound Stock Connect Trading

On January 22, 2021, Hong Kong Exchanges and
Clearing Limited (HKEX) announced the inclusion of
eligible A-shares listed on the Shanghai Stock
Exchange’'s (SSE) Sci-Tech Innovation Board (STAR
Market) into Stock Connect, effective from Monday,
February 1, 2021.

As previously agreed by HKEX, SSE and Shenzhen
Stock Exchange (SZSE), STAR Market-listed shares
that are constituent stocks of the SSE 180 Index and
SSE 380 Index, or have corresponding H-shares listed

in Hong Kong for A+H companies, will be eligible for
Northbound trading under Shanghai-Hong Kong Stock
Connect following the existing inclusion arrangements.
Their corresponding H-shares will be included in
Southbound trading of Stock Connect when the
Northbound arrangements take effect.

Given the STAR Market's special investor eligibility
requirements, STAR Market-listed shares will only be
accessible via Northbound Stock Connect trading by
institutional professional investors, as defined under the
Rules of the Exchange.

Separately, HKEX is pleased to note that, for A+H
companies with A-shares listed on SZSE, their
corresponding H-shares will also be tradable through
Southbound trading of Shanghai-Hong Kong Stock
Connect starting February 1, 2021.

The three exchanges will continue to work closely to
further enhance the Stock Connect program to benefit
Mainland, Hong Kong, and international investors.
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The Stock Exchange of Hong Kong Limited
Implements Disciplinary Action Against Sandmartin
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International Holdings Limited (Stock Code: 482)
and Eight of its Current and Former Directors

The Stock Exchange of Hong Kong Limited (the
Exchange) issued on January 22, 2021 the statement of
disciplinary action against Sandmartin International
Holdings Limited (stock code: 482) (Company) and eight
of its current and former directors.

Summary of Facts

This case involves a settlement among the Company,
Mr. Hung Tsung Chin, executive director (ED) of the
Company (Mr. Hung), Ms. Chen Mei Huei, former ED of
the Company (Chen), Mr. Liao Wen | Tiger, former ED
of the Company (Mr. Liao), Mr. Frank Karl-Heinz
Fischer, former ED of the Company (Fischer), Mr. Chen
Wei Chun, ED of the Company, Mr. Wu Chia Ming,
independent non-executive director (INED) of the
Company, Mr. Han Chien Shan, former INED of the
Company (Mr. Han) and Mr. Lee Chien Kuo Thomas,
former INED of the Company (the Relevant Directors)
except Mr. Han and the Listing Division in respect of
their Listing Rule breaches arising from the events and
conduct described below.

MyHD

MyHD Media FZ LLC (MyHD) is a satellite television
operator incorporated in Dubai, which was wholly-
owned by Ms. Chen Chu Li (CL Chen). CL Chen is a
friend and business associate of Mr. Hung and his wife,
Ms. Chen, the founders of the Company.

The Company acquired 11 per cent of MyHD on June
16, 2014 (MyHD Acquisition), and made a series of
loans to MyHD. MyHD became a 51 per cent owned
subsidiary of the Company on July 5, 2016, when certain
loans to MyHD were capitalised. The Company failed to
announce the MyHD Acquisition in a timely manner.

Emiratinvest/Simple Media

Emiratinvest Limited (Emiratinvest) owns 80 per cent of
Simple Media Network Pvt Ltd (Simple Media), a digital
television operator and purportedly one of the
Company’s major customers in Nepal. Mr. Chen Jo Wan
(JW Chen) is the sole shareholder of Emiratinvest, and
was a former Non-Executive Director of the Company.
JW Chen and CL Chen are siblings. Mr. Hung and Ms.
Chen’s son (Mr. Hung’s Son) and daughter-in-law were
directors of Simple Media from January 9, 2015 to
December 21, 2015 and from December 21, 2015 to
May 15, 2017 respectively. Mr. Hung’s Son was also the
COO of Simple Media from January 9, 2015 to
December 9, 2017.

From October 2014 to October 2016, the Company
made a series of loans to Emiratinvest. Emiratinvest

became a connected person of the Company on July 5,
2016 when MyHD became a subsidiary of the Company,
due to the sibling relationship between CL Chen and JW
Chen. The Company failed to announce the loans which
were made to Emiratinvest after it became a connected
party in a timely manner.

Internal Controls

The Company accepted that its breaches of the Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (Exchange Listing
Rules) occurred as a result of internal control
deficiencies. There were clear deficiencies in the
Company’s internal control procedures at the relevant
time, including (i) failure to maintain a list or register of
connected parties, (ii) lack of training or guidance
provided to the Relevant Directors on the application of
and compliance with the Exchange Listing Rules, (iii)
failure by the Relevant Directors to take an active role in
implementing, reviewing and  monitoring  the
effectiveness of the Company's internal control
procedures; and (iv) excessive reliance placed upon the
company secretary for Exchange Listing Rule
compliance.

Listing Rules Requirements

Rule 2.13(2) provides that information contained in an
announcement by the Company must be accurate and
complete in all material respects and not misleading.

Rule 14.34 provides that a listed issuer must publish an
announcement as soon as possible after the terms of,
inter alia, a discloseable transaction have been finalized
and, additionally (at the relevant time) provided that a
listed issuer must inform the Exchange of such a
transaction.

Rule 14A.35 provides that a listed issuer must announce
a connected transaction as soon as practicable after its
terms have been agreed.

Rule 3.08 provides that the Exchange expects the
directors, both collectively and individually, to fulfil
fiduciary duties and duties of skill, care and diligence to
a standard at least commensurate with the standard
established by Hong Kong law. These duties include a
duty to apply such degree of skill, care and diligence as
may reasonably be expected of a person of his/her
knowledge and experience and holding his/her office
within the issuer (Rule 3.08(f)).

The Relevant Directors were under an obligation,
pursuant to their respective Undertaking, to (i) comply
with the Exchange Listing Rules to the best of their
ability; (i) use their best endeavors to procure the
Company’s compliance with the Exchange Listing
Rules; (iii) ensure that the Company had adequate and

4



J M L

effective internal controls; and (iv) cooperate with the
Exchange’s investigation.

Listing Committee’s Findings of Breach

The Exchange found that the Company failed to
announce the acquisition of a subsidiary and certain
loans made to a connected party in a timely manner, and
failed to ensure that certain disclosures in an
announcement and in a circular were accurate and
complete in all material respects and not misleading.
The Company did not have adequate and effective
internal controls at the relevant time.

Mr. Hung, Ms. Chen and Mr. Fischer failed to report
relationships with connected party implications to the
Company. Mr. Hung and Ms. Chen also failed to ensure
that certain figures used in a circular were accurate and
up-to-date. As a result, Mr. Hung and Ms. Chen failed
to discharge their directors’ duties and undertakings to
comply with the Listing Rules to the best of their ability.
Mr. Hung, Ms. Chen and Mr. Fischer failed to use their
best endeavors to procure the Company’s compliance
with the Listing Rules.

The Exchange also found that Mr. Liao failed to
cooperate in the investigation conducted by the Listing
Division, and that the Relevant Directors failed to take
an active role in implementing, reviewing and monitoring
the effectiveness of the Company’'s internal control
procedures and placed excessive reliance upon the
company secretary for Listing Rule compliance.

Requlatory Concern

This case reveals a serious concern over the Company’s
corporate governance, the Relevant Directors’ ability to
procure the Company’'s Exchange Listing Rule
compliance, and the adequacy and effectiveness of the
Company’s internal control systems, particularly in
relation to compliance with Chapters 14 and 14A of the
Exchange Listing Rules. This case also involves
inaccurate, incomplete, misleading and/or deceptive
disclosure in the Company’s announcements.

The Company’s admitted breaches of its disclosure,
reporting and announcement obligations in relation to a
series of transactions involving MyHD and Emiratinvest
deprived the Company'’s investors and shareholders of
their timely receipt of information concerning the affairs
of the Company. The Company has a history of non-
compliance with the Exchange Listing Rules, and they
have been notified by the Division on previous occasions
that further non-compliance may lead to disciplinary
action. The Relevant Directors’ failure to ensure that the
Company had adequate and effective internal control
systems has resulted in the Company’s repeated
breaches of the Exchange Listing Rules.

Directors are expected to be familiar with the connected
transactions provisions of the Exchange Listing Rules,
including the identification of connected parties. These
rules are designed to protect the investing public,
safeguard minority shareholders, and to dispel any
conflict or perception of conflict in respect of transactions
entered into by the Company.

Sanctions

Having made the findings of breach stated, the Listing
Committee decided to:

(1) censure the Company for its breaches of Rule
2.13(2), Rule 14.34, Rule 14A.35 and for its
repeated breaches of the Exchange Listing Rules;

(2) censure Mr. Hung and Ms. Chen for their breaches
of Rule 3.08(f) and their Undertakings;

(3) criticize Mr. Fischer, Mr. WC Chen, Mr. Wu, Mr. Han
and Mr. Lee for their breaches of the Undertakings
in respect of the Company'’s internal controls (and
for Mr. Fischer, in respect of the Company’s breach
of Rule 2.13(2)); and

(4) censure Mr. Liao for non-cooperation and his breach
of the Undertaking in respect of the Company’s
internal controls.

The Listing Committee further directed the Company to
appoint an independent professional adviser for the
purposes of an internal control review and the Relevant
Directors to attend training.
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https://www.hkex.com.hk/News/Regulatory-
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Real
Nutriceutical Group Limited (Stock Code: 2010)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on January 22, 2021 that the
listing of the shares of Real Nutriceutical Group Limited
(Real Nutriceutical) will be cancelled with effect from
9:00 am on January 26, 2021 under Rule 6.01A of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (Listing Rules).

Trading in Real Nutriceutical's shares has been
suspended since July 4, 2018 under the direction of the
Securities and Futures Commission under section 8(1)
of the Securities and Futures (Stock Market Listing)
Rules. Under Rule 6.01A, the Exchange may delist Real

Nutriceutical if trading does not resume by January 31,
2020.

After consultation with the SFC, the Exchange agreed to
withhold delisting Real Nutriceutical until July 31, 2020.
Real Nutriceutical failed to fulfill all the resumption
guidance set by the Exchange and resume trading in its
shares by July 31, 2020. On August 28, 2020, the Listing
Committee decided to cancel the listing of Real
Nutriceutical’'s shares on the Exchange under Rule
6.01A.

On September 4, 2020, Real Nutriceutical sought a
review of the Listing Committee's decision by the Listing
Review Committee. On January 13, 2021, the Listing
Review Committee upheld the decision of the Listing
Committee to cancel Real Nutriceutical's listing.
Accordingly, the Exchange will cancel Real
Nutriceutical's listing with effect from 9:00 am January
26, 2021.

The Exchange has requested Real Nutriceutical to
publish an announcement on the cancellation of its
listing.

The Exchange advises shareholders of Real
Nutriceutical who have any queries about the
implications of the delisting to obtain appropriate
professional advice.
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Source Ej&:

https://www.hkex.com.hk/News/Regulatory-
Announcements/2021/2101223news?sc_lang=en

The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Jian
ePayments Systems Limited (Stock Code: 8165)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on January 27, 2021 that the
listing of the shares of Jian ePayments Systems Limited
(Jian ePayments) will be cancelled with effect from 9:00
am on January 29, 2021 in accordance with the delisting
procedures (the Delisting Procedures) under Rule
9.14A(2)(b) of the Rules Governing the Listing of
Securities on GEM (GEM Rules).

Trading of Jian ePayments’ shares was suspended on
15 May 2018. Jian ePayments was given a six-month
period to demonstrate Jian ePayments was able to
comply with GEM Rule 17.26 and fulfill its resumption
guidance.

Before expiry of the 6-month delisting period, Jian
ePayments submitted a resumption proposal to the
Exchange. On January 15, 2021, the GEM Listing
Committee considered the resumption proposal is no
longer viable and therefore decided to Jian ePayments’
listing under the Delisting Procedures.

The Exchange has requested Jian ePayments to publish
an announcement on the cancellation of its listing.

The Exchange advises shareholders of Jian ePayments
who have any queries about the implications of the
delisting to obtain appropriate professional advice.

ERABAXSERATIEGIEELEEBRLEETRA
T (RS : 8165) Hy LML

F2021F 1827 H BEHEXFHAERAT (BEX
Fr) 5%, 202141 8 29 BEF 9 KiE, LR
RGHERAT (£EEE) NLETHAEREETERKS
TZFBRAE GEM 1EE MU (GEM Y ) 25
9.14AQ)L)E THKERF (BRHEER) FIUBUHE.

HLETERME 2018 £5 B 15 HEEBEEXLE, £&
BBRATANARBEXILREFREEST (GEM FNY
% 17.26 £MFFEE$E5].

ERBTANAGMEBREFZIOBEIMRETTE
M, F2021 418 15 H, GEM EHZERSIAHAIZ
SRREWABTT, BAREREREREFBUEELE
WAL BT AL,

BKXEBRRELBBTAAE, IRHE LA AHE
H—F,

BRRPT R, EE BB IR X BRI AR W0 Ry 2E 0]
NABEESNELERL,

Source Ej&:

https://www.hkex.com.hk/News/Regulatory-
Announcements/2021/210127news?sc_lang=en

The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Flyke
International Holdings Limited (Stock Code: 1998)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on January 27, 2021 that the
listing of the shares of Flyke International Holdings
Limited (Flyke International) will be cancelled with effect
from 9:00 am on January 29, 2021 in accordance with
the delisting procedures under Practice Note 17 to the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (Listing Rules).

Trading of Flyke International’s shares was suspended
on March 31, 2014 due to delay in publishing its 2013
annual results and subsequently its failure to comply
with Rule 13.24. The Exchange placed Flyke
International into the first, second and third delisting
stage under Practice Note 17 to the Listing Rules on
November 25, 2016, November 14, 2018 and July 4,
2019, respectively.

Before expiry of the third delisting stage on January 3,
2020, Flyke International submitted a resumption
proposal to the Exchange which involved, among others,
an acquisition of a target which constituted a very
substantial acquisition and a reverse takeover under the
Rule 14.06B(2). On January 15, 2021, the Listing
Committee considered that the resumption proposal no
longer viable as the restructuring agreement concerning
the Proposal lapsed. Hence, we consider it appropriate
for the Exchange, as it is entitled, to cancel Flyke
International’s listing Practice Note 17 to the Listing
Rules.
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The Exchange has requested Flyke International to
publish an announcement on the cancellation of its
listing.

The Exchange advises shareholders of Flyke
International who have any queries about the
implications of the delisting to obtain appropriate
professional advice.
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https://www.hkex.com.hk/News/Regulatory-
Announcements/2021/2101272news?sc_lang=en

Hong Kong Securities and Futures Commission
(SFC) and the Securities and Exchange Commission
of Thailand Sign Memorandum of Understanding on
Mutual Recognition of Funds

On January 20, 2021, Hong Kong Securities and
Futures Commission (SFC) announced that it has
entered into a Memorandum of Understanding (MoU) on
Mutual Recognition of Funds (MRF) with the Securities
and Exchange Commission of Thailand (SEC) to allow

eligible Hong Kong and Thai public funds to be
distributed in each other’s market through a streamlined
process.

The MoU establishes a framework for exchange of
information, regular dialogue as well as regulatory
cooperation in relation to the cross-border offering of
eligible Hong Kong and Thai funds.

In addition, the two regulators have agreed to expedite
the approval process of a local feeder fund investing in
an MRF-eligible Thai or Hong Kong master fund and to
clarify how they may be operated in a streamlined
manner.

“This new cooperation framework signifies a major
expansion of our MRF network in Asia. It opens up new
business opportunities for fund management firms and
broadens cross-border investment channels and
choices for investors in both markets,” said Mr. Ashley
Alder, the SFC’s Chief Executive Officer.

“This bilateral agreement marks another significant
milestone in the bilateral cooperation between Hong
Kong and Thailand, following the Memorandum of
Understanding on the Strengthening of Economic
Relations between the two governments, signed on
November 29, 2019" said Ms. Ruenvadee
Suwanmongkol, the Thai SEC’s Secretary-General.

“The Mutual Recognition of Funds initiative will deepen
economic cooperation between Hong Kong and
Thailand. More importantly, it will promote the
competitiveness of local intermediaries in the
international arena while enriching the types of fund
products offered to investors.” Ms. Suwanmongkol
added.

The cooperation arrangements set out in the MoU come
into effect on the same day, save for the mutual
recognition of funds scheme which both regulators will
endeavor to take all actions necessary to implement
within six to 12 months following the signing of the MoU.
Further details of the mutual recognition of funds
scheme are set out in the “SFC circular” and the “SEC
circular” issued on January 20, 2021.
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Source Ej&:

https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=21PR7

Hong Kong Securities and Futures Commission
Issues Restriction Notices to Five Brokers to Freeze
Client Accounts Linked to Suspected Market
Manipulation

On January 26, 2021, Hong Kong Securities and
Futures Commission (SFC) has issued restriction
notices to AMC Wanhai Securities Limited, Eddid
Securities and Futures Limited, Freeman Securities
Limited, Realord Asia Pacific Securities Limited and
Solomon JFZ (Asia) Holdings Limited pursuant to
sections 204 and 205 of the Securities and Futures
Ordinance, prohibiting them from dealing with or
processing certain assets held in 12 trading accounts
related to suspected market manipulation in the shares
of a company listed on the Stock Exchange of Hong
Kong Limited between September 2020 and October
2020.

The restriction notices prohibit them, without the SFC’s
prior written consent, from disposing of or dealing with,

or assisting, counselling or procuring another person to
dispose of or deal with, any assets in any way in the
trading accounts up to a certain amount, including: (i)
entering into transactions in respect of any securities; (ii)
processing any withdrawals or transfers of securities
and/or cash or any transfers of money arising from the
disposal of securities; (iii) disposing of or dealing with
any securities and/or cash on the instructions of any
authorized person of the accounts or any person acting
on their behalf; and (iv) assisting another person to
dispose of or deal with any relevant property in a
specified manner. The brokers are also required to
notify the SFC if they receive any of these instructions.

The SFC considers that the issue of the restriction
notices is desirable in the interest of the investing public
or in the public interest.

The SFC'’s investigation is continuing.
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U.S. Commodity Futures Trading Commission
Charges A Man in Multi-Million Dollar Digital Asset
Ponzi Scheme Involving Bitcoin and Ether

On January 26, 2021, the U.S. Commodity Futures
Trading Commission (CFTC) filed a federal civil
enforcement action in the U.S. District Court for the
Southern District of New York charging Jeremy Spence
of New York, with fraud for operating a Ponzi scheme
involving digital assets such as bitcoin and ether in
which he fraudulently solicited more than US$5 million
of investments from individuals.

The complaint alleges that Spence, at times operating
as “Coin Signals,” ran a Ponzi scheme in which he
fraudulently solicited and obtained digital assets such as
bitcoin and ether worth more than US$5 million from
customers. According to the complaint, Spence’s trading
resulted in significant trading losses and, as in all Ponzi
schemes, his payouts of supposed profits to customers
in actuality consisted of other customers’
misappropriated funds. Spence allegedly engaged in
numerous efforts to conceal his misconduct, including
misrepresenting his trading profitability and the amount
of assets he had under management, misappropriating
customer funds, and issuing false performance
statements. As stated in the complaint, Spence
eventually admitted to his customers that he had
engaged in “lies and deceit.”

In its continuing litigation, the CFTC seeks restitution,
disgorgement, civil monetary penalties, permanent
trading and registration bans, and a permanent
injunction against further violations of the Commaodity
Exchange Act and CFTC regulations, as charged.
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Source &j&:
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U.S. Securities and Exchange Commission Updates
List of Firms Using Inaccurate Information to Solicit
Investors

On January 21, 2021, the U.S. Securities and Exchange
Commission (SEC) announced that it updated its list of
unregistered entities that use misleading information to
solicit primarily non-U.S. investors, adding 28 soliciting
entities, three impersonators of genuine firms, and six
bogus regulators.

The SEC's list of soliciting entities that have been the
subject of investor complaints, known as the Public Alert:
Unregistered Soliciting Entities (PAUSE) list, enables
investors to better inform themselves and avoid being a
victim of fraud. The latest additions are firms that SEC
staff found were providing inaccurate information about
their affiliation, location, or registration. Under U.S.
securities laws, firms that solicit investors generally are
required to register with the SEC and meet minimum
financial standards and disclosure, reporting, and
recordkeeping requirements.

"By updating the PAUSE list, we continue to provide the
public with information we have learned in reviewing tips,
complaints, referrals, and other sources so that
investors can be alerted to potential fraud before they
invest," said Jennifer Diamantis, Chief of the SEC's
Office of Market Intelligence.

In addition to alerting investors to firms falsely claiming
to be registered, the PAUSE Ilist flags those
impersonating registered securities firms and bogus
regulators who falsely claim to be government agencies
or affiliates. Inclusion on the PAUSE list does not mean
the SEC has found violations of U.S. federal securities
laws or made a judgment about the merits of any
securities being offered.
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Source KJR:
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U.S. Securities and Exchange Commission Charges
Vuuzle Media Corp. and Affiliated Individuals in
Connection with US$14 Million Offering Fraud

On January 27, 2021, the U.S. Securities and Exchange
Commission (SEC) charged Vuuzle Media Corporation,
a purported online live streaming and entertainment
company, and its founder Ronald Shane Flynn (also
known as Ronnie Shane) with fraudulently offering over
US$14 million in securities to investors across the
United States using an aggressive boiler room sales
scheme.

The SEC’s complaint alleges that between 2016 and
2020, Vuuzle and Flynn raised more than US$14 million
from individual investors using a boiler room of
salespeople employing high-pressure tactics, based
primarily in the Philippines. According to the complaint,

Vuuzle and Flynn promised investors that Vuuzle was a
legitimate and growing company and a “pre-IPO”
investment opportunity when in fact Vuuzle has never
made a profit and has never made a public offering on
any stock exchange. As alleged, only a small fraction of
investor funds went towards the online streaming
business. The complaint further alleges that Flynn
misappropriated US$4.9 million of investor funds for his
personal use, including by using it to pay for jewellery,
luxury flights and hotel stays, subscriptions to dating
websites, and nightclub visits. Vuuzle and Flynn also
allegedly used at least US$5.5 million of investor funds
to sustain the boiler room and pay commissions to Flynn
and others for recruiting investors. The complaint also
charged Richard Marchitto with aiding and abetting
Flynn and Vuuzle's fraud by allegedly acting as their U.S.
corporate and financial presence and maintaining a U.S.
bank account, corporate credit cards, and a New York
office address for Vuuzle.

The complaint, filed in U.S. federal court in the District of
New Jersey, charges Vuuzle and Flynn with violating the
antifraud and registration provisions of the federal
securities laws, and Marchitto with aiding and abetting
Vuuzle and Flynn's violations. The SEC seeks
permanent injunctive relief, disgorgement with
prejudgment interest, and civil penalties against each
defendant.
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Shenzhen Stock Exchange Issues No. 1 Guidelines
of Shenzhen Stock Exchange for Securities
Investment Fund Business - Index Fund
Development

On January 22, 2021, Shenzhen Stock Exchange
(SZSE) officially issued No. 1 Guidelines of Shenzhen
Stock Exchange for Securities Investment Fund
Business - Index Fund Development (the Development
Guidelines), which came into effect on February 1, 2021.
This is an important institutional arrangement for further
improving index fund regulation rules, giving better play
to the attribute of the index fund as an asset allocation
tool and effectively promoting the healthy and stable
development of the fund market.

The Development  Guidelines  stipulate  the
responsibilities of index fund managers, underlying
index quality, index fund development procedures and
position opening. First, the responsibilities of index fund
managers are further defined, i.e., when the fund
managers apply for developing index funds, they shall
make preparations in aspects of staffing, business rules
and technical system. Second, the underlying index
quality indicator is specified. Specific requirements are
raised on the underlying index of the index fund in terms
of number of constituents, distribution of weights, index
operation time and liquidity. Based on the principle of
“applying different policies for previous and new
businesses”, the index funds that have been verified by
or registered with China Securities Regulatory
Commission (CSRC) before the effectiveness of the
Development Guidelines are not subject to the above-
mentioned indicators. Third, fund development
procedures are regulated. Fund managers shall submit
index preparation schemes, description of index
compliance with specific indicators, commitment and
other materials when applying to SZSE for developing
an index fund. SZSE will issue a no comment letter for
qualified application. Fourth, fund position opening
requirements are specified. The position shall be
opened before the listing of an index fund to make its
portfolio ratio comply with relevant laws, regulations,
departmental rules, normative documents and fund
contracts and reflect the basic characteristics of the
index fund tracking indicator.

Between July 30, and August 14, 2020, SZSE solicited
public opinions with respect to the Development
Guidelines. Overall, the regulatory arrangements in the
Development Guidelines were basically recognized

among market players, except for dissent from some
index quality indicator requirements. With high attention,
SZSE accepted some reasonable and feasible
prevailing opinions and suggestions after earnest
analysis and full demonstration and adjusted and refined
the Development Guidelines accordingly, mainly
including proper relaxation of the requirements on
underlying index release time and constituent securities
liquidity and clarification of index fund scope of interest
rate bonds.

By the end of 2020, 487 fund products were listed on
SZSE, with assets under management reaching
RMB266.9 billion. In the next step, SZSE will thoroughly
implement the guiding principles of the fifth plenary
session of the 19th CPC Central Committee and Central
Economic Work Conference, further refine regulatory
requirements for index funds according to the unified
arrangements of CSRC, regulate operation process
management, step up trading risk regulation and
increase the proportion of index funds. In addition, it will
guide the flow of medium and long-term funds into
market, give full play to the function of resource
allocation optimization, boost the steady and sound
development of the fund market and build a product
system that is more commensurate with innovative
capital formation.
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Overview of the M&A and Restructuring Market of
Shenzhen Stock Exchange in 2020

M&A and restructuring are important instruments of the
capital market to optimize resource allocation and serve
high-quality development of the real economy. In 2020,
Shenzhen Stock Exchange (SZSE) actively practiced
the principles of “system building, non-intervention, and
zero tolerance” and followed the working requirements
of China Securities Regulatory Commission (CSRC) of
“standing in awe of the market, rule of law,
professionalism and risks and pooling the efforts of all
sides to develop the capital market”. SZSE gave full play
to the role of M&A and restructuring as the main channel
and deeply engaged in regulatory services that cover the
whole chain of M&A and restructuring. In addition, it
continued to optimize market functions and energize
market entities, and effectively supported listed
companies in accelerating transformation and upgrading,
forestalling risks and addressing challenges and
achieving high-quality development.

Introducing financial resources, strengthening
companies’ capabilities, and promoting high-quality
development

Acquisitions  of listed companies  supported
technological innovation and assisted in the bailout of
enterprises. In 2020, there were 665 acquisitions
completed in the Shenzhen market, up 10% year on
year, with the transaction amount of RMB301.1 billion,
up 5% year on year. Under the positive impact of the

new refinancing policy, the number and transaction
amount of acquisitions made by listed companies via the
issuance of new shares reached 129 and RMB74.6
billion. Listed companies in emerging industries such as
computer communications, software and information
services, pharmaceuticals, high-end equipment
manufacturing and new materials were favored by the
market, accounting for forty percent. 27 private
enterprises brought in state-owned capital through
equity transfer, change of control and other means.
Through comprehensive measures such as cash
transfer by de facto controller, credit support, injection of
quality assets, the enterprises’ fundamentals were
effectively improved, achieving good results in the
bailout efforts. For example, after receiving state-owned
capital, companies in environmental protection industry
such as CECM (300385), BOW (300070) and
CECEPGZ (300388) got out of business predicament
and saw their sustained profitability improved.

Major assets restructuring focused on main business
and facilitated transformation and upgrading of
enterprises. In 2020, there were 78 major assets
restructurings implemented in the Shenzhen market,
with a transaction amount of RMB348.3 billion
(excluding matching fundraising), including five listings
via restructuring. In terms of transaction type, industry
integration-based restructurings accounted for over 60
percent for 3 years on end. It has become a market
consensus to focus on the development of main
business and to get back to M&A. Transactions of
clearance sale of assets and asset swap totaled 21,
accounting for 27% in the Shenzhen market, and the
proportion rose by nearly 25% from 2019. The
transactions played an important role in defusing
enterprises’ operational risk, improving the mechanism
for the survival of the fittest and realizing replacement of
old growth drivers with new ones. In terms of payment
method, restructurings paid with cash totaled 29,
accounting for 37%, an increase of 16% from 2019.
Private placement of convertible bonds became useful
supplement to the instruments of payment for
restructurings and it was adopted to pay consideration
for 9 cases of restructurings, accounting for over ten
percent. In terms of valuation of targets, speculations in
shell companies and small-cap and under performing
companies were reduced significantly. The average
appreciation rate of assets was 243%. Even though
valuation remained in a relatively reasonable range,
there was an alarming increase in the restructurings of
“high-valuation, high-premium, high-commitment”.

The ChiNext Board-listed companies disclosed 45 major
assets restructurings, accounting for 40% of the total
restructurings on the Shenzhen market, 19% higher than
that in 2019, indicating significant improvement in the
transaction activity. In particular, sixty percent of the
restructuring targets are in strategic emerging industries
such as information technology, high-end equipment
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manufacturing and new materials, highlighting the
ChiNext Board’s positioning of a listing platform for
enterprises of innovation, originality and creativity, and
conventional industries integrated with new technology,
new industry, new business form, and new model.

Assisting _in_reforms, unlocking market vitality, and
highlighting the main line of “system building”

In 2020, using the implementation of the new Securities
Law as an opportunity, SZSE steadily advanced the
ChiNext Board reform and registration-based PO
system, formulated and refined basic regulations in key
fields, facilitated the M&A and restructuring reform, and
energized market entities.

SZSE highlighted the main line of “system building” and
ensured steady implementation of reforms. First, SZSE
implemented the new Securities Law in all respects,
effectively carried out follow-up regulation on
cancellation of the approval of tender offer obligation
exemption, and optimized and refined the information
disclosure review mechanism in a timely manner. In
2020, SZSE completed review of 30 applications for
information disclosure concerning exemption of tender
offer obligation, achieving a smooth stable transition.
Second, SZSE formulated and released the rules for
restructurings on the ChiNext Board and Q&As,
promoting the building of an open, transparent system
of rules. Third, it refined the internal review procedures
for M&A and restructurings, strengthened personnel
training, and actively gave play to the joint review
advantage of the review department and the day-to-day
regulatory department. Fourth, SZSE strictly controlled
risks in clean administration, while promoting the
development of an integrity oversight system.

In implementing the ChiNext Board reform and
registration-based IPO system, SZSE took into account
the realities of existing companies, and conducted M&A
and restructuring wile implementing the registration-
based IPO system. Regarding the pricing mechanism,
SZSE reduced the floor price for share assurance in
asset purchase by issuing shares from 90% of the
market reference price to 80%, providing a more flexible
benefit game mechanism for the counterparts of the
restructuring. After the registration-based IPO system
was implemented, SZSE handled 16 restructuring
applications from ChiNext Board-listed companies. In
nine of those applications, SZSE changed the floor price
for share issuance to 80% of the market reference price,
further expanding the reach of the benefits of the reform.

SZSE improved the efficiency and transparency of
review and unlocked market vitality. In the M&A and
restructuring registration system of the ChiNext Board,
SZSE reduced the review time, optimized the review
procedures, and specified that the review time for asset
purchase by issuing shares is 45 days and that for listing

via restructuring is three months. Regarding applications
for M&A and restructuring that meet the speedy micro
financing criteria, SZSE cut the inquiry procedure after
accepting the application and directly issued a review
report. The whole process of the restructuring of
Easpring (300073) takes only 31 working days from
application to registration. In the meantime, all review
processes and review materials were published on the
official website of SZSE, to further increase the
transparency of review. The improvement in the
efficiency and transparency of review has enhanced
market participants’ sense of gain from the reform and
assisted enterprises in getting on the fast track of
industrial development.

Focusing on key areas, improving services, and
deepening _measures to delegate power, improve
regulation, and upgrade services

SZSE has always been adhering to providing services
through regulation, constantly improving services, and
supporting listed companies in making good and full use
of market instruments such as M&A and restructuring.
SZSE has assisted enterprises in pandemic prevention
and control, serving the reform of state-owned
enterprises (SOESs), energized private enterprises, and
promoted high-quality development of listed companies.

First, SZSE took practical measures to support
listed companies fighting the pandemic. SZSE
learned about enterprises’ difficulties and defused the
impact of the pandemic in a timely manner. SZSE
effectively implemented such positive measures as
properly extending the period of validity of financial
materials concerning restructuring and the deadline of
issuing a shareholders’ general meeting notice after a
restructuring plan is disclosed. SZSE supported smooth
implementation of restructurings and major transactions
of New Hope Diary (002946), CECM (300385), *ST
INFOTMIC (000670), etc. SZSE did a good job in the
oversight of M&A and restructuring performance
commitment fulfillment of the listed companies affected
by the pandemic, continued to provide “remote training”
on M&A and restructuring, and offered “door-to-door
services” to regions hit hard by the pandemic such as
Hubei, sending out regulatory warm and fully supporting
resumption of work and production.

Second, SZSE served the supply-side structural
reform and assisted in the reforms of state-owned
capital and SOEs. 2020 is the opening year of the
Three-year Action Plan of the Reform of State-owned
Enterprises. 67 SZSE-listed SOEs disclosed changes in
control, indicating that the mixed ownership reform was
further deepened and the layout of state-owned capital
was further optimized. In 2020, 23 major assets
restructurings were implemented, with a transaction
amount of RMB243.7 billion. In those transactions, some
implemented restructuring and transformation to relieve
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production and operation pressure, and some made
strategic M&A to deepen the supply-side structural
reform. Approving CRM (000927) to get listed through
*ST TJFaw, SZSE assisted the company in
implementing transformation and making a profit instead
of suffering a loss. CNBM planned to inject several
cement assets into TSC (000877) to realize holistic
listing, promoting deep integration of the cement
industry.

Third, SZSE energized private enterprises and small
and medium-sized enterprises (SMEs). In 2020, a
total of 55 private enterprises on the Shenzhen stock
market implemented major assets restructuring, with a
transaction amount of RMB104.6 billion, and 338 private
enterprises optimized their equity structures by
introducing strategic investment, changing control, etc.,
further stimulating their development. For example,
Tianshan Aluminum (002532), through back-door listing
via Shimge (002532), transformed into a leading
integrated aluminum manufacturer in China, with a
transaction amount of RMB17 billion, the largest
restructuring-for-listing transaction on the A-share
market in 2020.

Fourth, SZSE advanced regular practice of the pilot
project of private placement convertible bonds.
Since the first private placement convertible bond
product on the market was launched in December 2019,
SZSE has continuously advanced the pilot project of
private placement convertible bonds and the
electronification of business procedures, standardized
the development of private placement convertible bonds,
and provided more convenient and efficient services to
listed companies. In 2020, nine SZSE-listed companies
including TCL Tech. (000100) and CCHN (000661)
issued private placement convertible bonds as an
instrument of payment for restructuring, with an issue
volume of RMB1.4 billion, a significant increase in both
the issue quantity and the volume. Over half of the
companies issued private placement convertible bonds
simultaneously to raise supporting funds, and obtained
a total financing amount of RMB4.1 billion, further
expanding direct financing channels.

Fulfilling  duties, preventing risks, and _strictly
implementing the principle of zero tolerance

In 2020, aiming to improve regulatory efficiency, SZSE
earnestly performed the frontline regulatory duties,
leveraged the advantage in technology-based regulation,
strengthened whole-process prudent regulation, and
continued to intensify oversight of abnormal M&As and
restructurings.

On the one hand, SZSE focused on matters before
information disclosure and strengthened inquiry. In 2020,
SZSE issued a total of 123 inquiry letters on
restructuring, strengthened in-process regulatory inquiry,

and got to the bottom of such abnormalities as “high-
valuation,  high-premium and  high-commitment”
transactions, hoodwinked restructurings, avoidance of
restructurings for listing, etc. SZSE sent more than two
inquiry letters for 22 high-risk restructuring proposals.
SZSE optimized and rebuilt the enterprise portrait-based
restructuring review module and made full use of
technological regulatory means to improve the quality
and efficiency of review. SZSE added the discussion
and review procedures of reply letters on restructuring,
combined various measures such as talk, reporting and
coordination with local regulatory offices, and strictly
controlled high-risk restructuring proposals to effectively
guard the market access. After SZSE inquired relevant
companies on their programs due to problems in the
reasonableness of valuation of restructuring targets,
truthfulness of performance data, etc., the companies
withdrew their application materials or terminate their
restructuring plans on their own initiative.

On the other hand, SZSE focused on the final stage of
continuous regulation and cracked down on violations.
In daily regulation and annual report review, SZSE
focused on subsequent integration and commitment
fulfilment after restructuring, and strengthened
continuous regulation of goodwill impairments, perfect
fulfillment of performance commitments, fulfillment of
performance compensation, etc., to improve the effect
of M&A, restructuring and integration. In the meantime,
SZSE refined the punishment standard for violations
concerning restructuring performance commitments,
further defined the responsibilities of intermediaries, and
punished violations concerning restructuring strictly and
fast. Regarding companies who used favorable
restructuring news to hype up stock prices or collude
with shareholders to reduce shareholding, SZSE
promptly reported them to file a case, sought for clues
and gave them disciplinary punishment. SZSE imposed
disciplinary punishment on 23 cases that refused to fulfill
performance commitments after restructuring, and
imposed disciplinary punishment or self-disciplinary
regulatory measures on six responsible persons of
intermediaries who failed to fully perform their duties.

Next, SZSE will continue to implement in depth the
guiding principles of the Fifth Plenary Session of the
19th CPC Central Committee and the Central Economic
Working Conference, follow the working plans of CSRC,
and stick to the market- and rule-law-based direction.
SZSE will continue to implement regulation and provide
services simultaneously, refine institutional supply,
optimize the review mechanism, and strengthen
continuous regulation. SZSE will provide “one-stop”
services in system building, policy consulting, plan
implementation, training & communication and technical
support, and give full play to our functions and roles in
M&A and restructuring, to improve the quality of listed
companies. SZSE will support transformation and
upgrading of the industrial structure, better serve
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national strategies, and assist in the high-standard
circulation of technology, capital and the real economy.
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Overview of Refinancing of Listed Companies on the
Shenzhen Stock Exchange in 2020

Refinancing is an important way for listed companies to
engage in direct financing in capital market. It is also an
important approach to promote the high-quality
development of listed companies. With the sudden
outbreak of COVID-19 and complicated and severe
changes in 2020, companies listed on Shenzhen Stock
Exchange (SZSE) made active use of refinancing
instruments and raised RMB391.383 billion through 260
refinancings, vigorously boosting technical innovation,
improving risk prevention & control and development
sustainability, and advancing high-quality circulation of
technology, capital and real economy.

Financing expanded significantly, further unleashing
market vitality. In 2020, the reform of the ChiNext Board
and the pilot project of the registration-based IPO
system were smoothly implemented. Favorable policies
such as better issuance conditions, improved pricing
mechanism and higher review efficiency further
stimulated the vitality of SZSE's refinancing market.
Statistics showed that SZSE completed 260
refinancings (up 150% year on year) via private
placement of stocks and convertible bonds, and rights
issue throughout 2020, getting RMB391.383 bhillion (up
240% year on year) of funds. In particular, RMB235.838
billion (up 510% year on year) was raised through 129
private share offerings (up 210% year on year), which
has become first refinancing option on SZSE.
RMB2130.602 billion (up 80% year on year) was raised
through 117 private placements of convertible bonds (up
110% year on year), hitting record highs. In 2020, SZSE-
listed companies also completed 11 allotments, one
public additional offerings and two preferred share
offerings, obtaining RMB24.943 billion. The diverse
instruments have added to corporate financing channels.

Institutional inclusiveness was greatly enhanced,
strengthening the market sense of gain. The reform of
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the ChiNext Board and the pilot project of the
registration-based IPO system, and refinancing system
reform  effectively improved market financing
environment and satisfied the financing demand of listed
companies. In 2020, SZSE-listed companies disclosed
665 refinancing plans seeking a funding of RMB867.302
billion. Both figures increased by 150% and 140% year
on year, respectively. Seizing the opportunity brought by
the cancellation of issuance conditions that “the asset-
liability ratio at the end of the last period shall not be
lower than 45%”, 55 ChiNext Board-listed companies
issued convertible bonds to raise RMB48.117 billion.
Thanks to the cancellation of the issuance condition of
“profitable in last two years”, 91 private placements of
stocks were made to solicit the funds of RMB92.29
billion. In addition, the base issue prices in most private
financing plans were lowered to 80% of reference
market price, leaving bigger space for pricing.

The reform of the ChiNext Board and the pilot project of
the registration-based IPO system were steadily carried
out, further raising financing efficiency. In the reform of
the ChiNext Board, it was the first time to simultaneously
address both the new and existing stock markets. The
registration-based IPO system was also applied in
refinancing review, thereby making market resource
allocation more efficient. First, the registration in review
was conducted steadily and orderly. By the end of 2020,
SZSE accepted 267 refinancing applications from the
ChiNext Board-listed companies. 160 registration
applications were submitted cumulatively, of which 131
were approved. Second, review time was greatly
reduced. In 2020, average time taken by SZSE in review
and reply dropped nearly 30% over last year with
respect to refinancing projects, significantly raising
efficiency. Third, effective play was given to the small-
sum fast financing function of the ChiNext Board. Taking
the small-sum fast financing projects of C&Y
Pharmaceutical (300254) and Wenzhou Hongfeng
(300283) as examples, it only took eight workdays from
application to registration approval and registration
approval and fund availability only took nine and five
workdays respectively, greatly facilitating financing.
Fourth, issuance efficiency was further raised. SZSE
released nine guidelines for conducting refinancing
business, aiming to improve market services, shortening
issuance and listing periods and facilitating efficient and
fast handling of applications of listed companies.

Industrial upgrading and transformation were boosted to
expedite the replacement of old drivers of growth with
new ones. Confronted by complicated economic
environment challenges in 2020, SZSE-listed
companies grasped the historic opportunity presented
by the industrial structure transformation and upgrading
and high-quality economic development in China,
increased input in core industries and worked hard on
independent and controllable core technologies.
Companies in electronic communication, computer,
biological medicine, electrical equipment and chemical

industries  launched 132  refinancings, raising
RMB197.806 billion. They were used for frontier
technologies and advanced capacity expansion. The
number of refinancings accounted for more than 50%,
so was the amount of raised funds. CATL (300750)
obtained RMB19.7 billion via private share offering for
high-end lead intelligent equipment manufacturing base
construction, capacity expansion of automatic
equipment production base, research and development
of overall digital solution for intelligent lithium-ion battery
manufacturing and industrialization. ZTE (00063)
obtained RMB11.5 billion via private share offering for
network technology research and product development.

Regulation of convertible bonds was constantly refined,
cooling market hype. In response to convertible bond
market hype, SZSE, on the one hand, deepened
information disclosure and regulatory interaction on
trading, paid close attention and made active inquiries,
and urged listed companies to properly disclose
information and fully revealed the risks relating to
companies and convertible bonds. Meanwhile, it
stepped up real-time monitoring of intraday trading and
inspection, promptly took regulatory measures, reported
violation clues, and required suspension of convertible
bonds with serious cases for inspection. On the other
hand, it optimized institutional arrangements, perfected
a temporary suspension system for convertible bonds,
issued the mandatory provisions of convertible bond
investment risk disclosure statement and curbed
speculation. At present, SZSE is quickening steps in
formulating relevant business rules according to the
Measures on Administration of Convertible Corporate
Bonds of China Securities Regulatory Commission
(CSRCQ), in an effort to further perfect convertible bond
rules, strengthen convertible bond management and
promote standard market development.

2021 is the first year for implementing the 14th Five-Year
Plan. Increasing the proportion of direct financing is vital
to the high-quality development of the capital market
during the 14th Five-Year Plan period. SZSE will
continue to conscientiously uphold the policy of "system
building, non-intervention, and zero tolerance", remain
committed to market- and law-based reform, and
constantly enrich rule supply according to the uniform
plan of CSRC. Meanwhile, it will refine review
mechanisms, tighten frontline regulation and improve
services. In addition, it will give full play to market
function and support SZSE-listed companies to achieve
high-quality development by capitalizing on refinancing
instruments.
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Shenzhen Stock Exchange Signh Memorandum of
Understanding with Japan Exchange Group to
Deepen Cooperation

On January 25, 2021, the second China-Japan Capital
Market Forum was held via video link. Mr. Ryozo Himino,
the Commissioner of Japan Financial Services Agency
(FSA), Mr. Fang Xinghai, the Vice Chairman of China
Securities Regulatory Commission (CSRC) and Mr.
Mitsuhiro Hasegawa, the Chairman of Japan Securities
and Exchange Surveillance Commission (SESC)
attended the Forum and delivered speeches among
others. Ms. Sha Yan, the President & CEO of Shenzhen
Stock Exchange (SZSE), participated in the panel
discussion of “Prospects of Market Structure Reform
and Capital Market Cooperation”. The Forum was jointly
hosted by the Securities Association of China (SAC) and
Japan Securities Dealers Association (JSDA).
Representatives of securities and futures regulators,
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stock exchanges, futures exchanges, investment fund
associations, and futures associations from the two
countries engaged in extensive discussions on the
future of China-Japan capital market cooperation.

During the Forum, SZSE and Japan Exchange Group,
Inc. (JPX) published achievements on the signing of
memorandum of understanding (MoU). According to the
MoU, SZSE will conduct in-depth cooperation with JPX
on ETF connectivity, cross-border promotions, and
cross-border innovative capital formation, etc. Under the
China-Japan ETF Connectivity scheme, SZSE and JPX
will continue to work well on product preparation,
promote cross-border product innovation, and broaden
the channel of connectivity, to provide investors in both
countries with multiple cross-border investment choices
and facilitate bilateral innovative economies with more
cooperation linked by capital.

According to a SZSE statement, the more challenging
and complex the global economic environment has
become, the more unswerving commitment to
expansion and deepening of opening-up is called for.
Reciprocal capital market cooperation between China
and Japan is facing new opportunities and broad space.
Under the leadership of CSRC, SZSE will commit itself
to serving the real economy, support technological and
innovation, orderly advance the institutional two-way
opening-up of the capital market at higher level, enrich
cross-border financial product lines, give full play to the
functions of SZSE V-Next Platform, facilitate cross-
border connection of innovation capital, actively
participate in the process of global capital market
development and cooperation, making every effort to
build a new development pattern of extensive
consultation, joint contribution, shared benefit and all-
win, and striving to build a high-quality innovative capital
center and a world-class exchange.
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China Securities Regulatory Commission Issued the
Guidelines for the Operation of Publicly Offered
Securities Investment Funds No. 3 — Guidelines for
Index Funds

Recently, the China Securities Regulatory Commission
(CSRC) issued the Guidelines for the Operation of
Publicly Offered Securities Investment Funds No. 3 —
Guidelines for Index Funds (Guidelines), which will be
implemented on February 1, 2021.

In order to regulate the investment operation of index
funds and protect the legitimate rights and interests of
investors, the CSRC drafted the Guidelines for the
Operation of Publicly Offered Securities Investment
Funds No. 3 — Guidelines for Index Funds (Draft for
Comment) to solicit public comments from July 31, 2021
to August 31, 2021. All sectors of society generally
agree with the Guidelines and propose individual
amendments. The CSRC has carried out serious
researches.

There are 13 articles in the Guidelines, mainly including
the following contents: 1. Strengthening the professional
competence of the fund managers and index quality
requirements in the process of product registration. 2.
Focusing on investor protection and risk prevention and
control, and strengthening the standardized product
operation in the continuous operation of products. 3.
Strengthening coordination with stock exchanges on the
self-discipline management and improving the
effectiveness of supervision.

In the next step, the CSRC will follow the Guidelines and
relevant laws and regulations to strengthen index fund
product registration and investment supervision, and
promote the high-quality development of index funds.
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China Securities Regulatory Commission Approves
the Establishment of Guangzhou Futures Exchange

On January 22, 2020, China Securities Regulatory
Commission (CSRC) officially approved the
establishment of the Guangzhou Futures Exchange
after the approval of the State Council of China. The
establishment of the Guangzhou Futures Exchange is
an important step to implement the Outline of the
Guangdong-Hong Kong-Macao Greater Bay Area
Development Plan ( (BB RKXEX X RAMUNE) )
issued by the Central Committee of the Communist
Party of China and the State Council of China, the
Overall Plan for China (Guangdong) Pilot Free Trade
Zone (FE (I"%k) BHRAZABKZHETTER) ) issued
by the State Council of China, and Opinions on Financial
Support for the Construction of the Guangdong-Hong
Kong-Macao Greater Bay Area ( { T &t X FFEH R
ABXEBIZHEIY ) jointly issued by the People's Bank
of China, China Banking and Insurance Regulatory
Commission, CSRC, the State Administration of Foreign
Exchange and other four ministries and commissions
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Shanghai Stock Exchange Reports on Investigation
and Handling of Violations of Information Disclosure
Non-compliance of Listed Companies on Shanghai
Stock Exchange in 2020

On January 22, 2020, the Shanghai Stock Exchange
(SSE) reported on investigation and handling of
violations of information disclosure non-compliance of
listed companies on shanghai stock exchange in 2020.

In 2020, SSE has conscientiously implemented various
tasks and requirements for comprehensively deepening
the reform of the capital market, focused on promoting
the primary goal of improving the quality of listed
companies, implemented the work policy of
"establishing systems, non-intervention, and zero
tolerance" ("EHIE. AFWH. EA/Z"), and performed
front-line regulatory responsibilities under the guidance
of the new securities law, punished violations, and
strengthened market discipline. In 2020, SSE publicly
released the standards for disciplinary actions, improved
the rules for identifying violations, improved the level of
refinement of disciplinary actions, clarified the regulatory
red line, guided standardized operations, promoted the
improvement of corporate governance, maintained
market order, protected the rights and interests of small
and medium-sized investors in order to improve the
quality of listed companies, and provided a system for
the stable and healthy development of the capital market
provides.

In 2020, SSE issued a total of 43 public condemnations
(a year-on-year increase of 7.5%). SSE also publicly
identified 47 people as unsuitable to serve as directors,
supervisors and senior management members (DSM) of
listed companies (a year-on-year increase of 88%).
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Among them, a total of 6 persons were responsible for
serious and malignant violations and were publicly
determined to be unsuitable to serve as DSM of listed
companies in their lifetime. 110 criticizing circulars were
issued (a year-on-year increase of 6.8%) and 122
regulatory concerns were issued (a year-on-year
increase of 15.09%). The disciplinary and regulatory
actions involved a total of 132 listed companies (a year-
on-year increase of 20%), 556 DSM (a year-on-year
increase of 4.32%) and 90 controlling shareholders or
actual controllers (a year-on-year increase of 26.76%).
In response to the violations of intermediary agencies
and their employees, actions were taken against 8
companies (a year-on-year increase of 100%) with 39
individuals involved (same as the previous year).

Separation of responsibilities for investigation and
punishment of violations is an important part in
implementing precise regulatory requirements in
disciplinary actions and improving the effectiveness of
regulatory enforcement. It is also a clear requirement in
the "Opinions on Further Improving the Quality of Listed
Companies" ( (X FT#H—FRS LT RIRENTEL) )
by the State Council of China. In 2020, the disciplinary
actions of listed companies on SSE were conducted in
accordance with requirements of classifying supervision
and precise supervision, and guided by the principle of
“combining leniency and strictness” (35 ™48;5%), focusing
on distinguishing the responsibilities of listed
companies, shareholders, and the personal
responsibilities of directors, supervisors, and senior
executives. SSE has fairly and actively responded to
market concerns, reflected the actual development of
the market, and maintained the stability of supervision
and discipline.

1. Distinguish the types of cases and focus on dealing
with _material violations of serious nature and severe

impact

SSE adhered to the principle of “precise and less for
better management” (/D &AL E ), distinguished
the nature and characteristics of different violations and
focused on vicious violations that have strong market
impact, harm the interests of investors and disrupt the
order of the securities market.

The first is "zero tolerance" to financial information
disclosure violations such as false accounting.
Financial information is a direct manifestation of the
production and operation status of listed companies.
Violation of financial information disclosure seriously
damages the legitimate rights and interests of investors,
shakes the foundation of market integrity and is a
“cancer” in the securities market. In 2020, SSE
implemented the "zero tolerance" requirement, handled
nearly 20 related cases, and publicly condemned and
publicly determined 9 cases of vicious violations such as

false accounting. For example, ST Kangmei (ST )
has inflated its operating income and monetary funds for
three consecutive years, and the amount involved is
around RMB20 billion, which is a huge amount that is
rare in the history; the Changyuan Group's (<E£H)
restructuring target has falsified financial results for two
consecutive years, directly leading to changes in the
company's profit and loss. The aforementioned
companies have been publicly condemned, and the
main responsible persons have been publicly
determined.

The second is to strictly investigate and punish
violations such as appropriation of funds and failure
to resolve illegal guarantee in a timely manner. In
recent years, the use of funds, illegal guarantees, and
other behaviours to hollowing out listed companies have
occurred from time to time, seriously infringing on the
interests of the company and investors. Strong
disciplinary actions have been adopted continuously.
During 2020, around 30 cases of funds appropriation
and illegal guarantee were handled; 18 cases involving
public condemnation and public determination (a year-
on-year increase of 38.46%). For example, *ST
Zhongxin («ST H #) transferred funds to controlling
shareholders and related parties through suppliers,
involving appropriation of RMB1.007 billion; *ST Gangtai
(ST NIZ=) provided 21 illegal guarantees for controlling
shareholders and related parties with a total amount of
RMB5.6 billion; *ST Pengqi’s (*ST fig:#2) actual controller
and its related parties appropriated the company’s funds
of RMB750 million and used the company to provide
guarantees for their loans of RMB1.575 billion in
violation of regulations. The circumstances of the above
cases were serious and the company's stocks were
subject to other risk warnings due to failure to resolve
them in time. The aforementioned companies have been
publicly condemned, and the actual controllers and other
key persons have been publicly identified.

The third is to seriously deal with violations
involving regular reports such as failure to disclose
annual reports as scheduled. The annual report is a
concentrated reflection of the company's financial status
and operating results in the past year. It is the statutory
obligation of listed companies and all DSM to ensure
that the annual report is truthful, accurate, complete,
timely and fair. In 2020, SSE severely investigated and
punished three companies *ST Xinyi (ST #0At), *ST
Hanye («ST jIt), and Guangdong Rongtai (]~ R# %)
for failing to disclose annual reports violations as
scheduled. The company and related DSM were publicly
condemned; some directors of *ST Qiulin (xST F#K)
failed to perform annual report review and disclosure
their obligations, *ST Lianhe (*ST Et%&) DSM did not
confirm the truthfulness to the company's annual report.
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SSE imposed corresponding sanctions on the directors
and supervisors involved.

The fourth is to continue accountability for
violations of information disclosure involving the
transfer of control rights and major asset
restructuring. The change in the control of listed
companies is of great importance. In response to the
information disclosure violations involved, the SSE
continued to strengthen post-event accountability and
handled 8 such violations throughout the year. For
example, the actual controller of Ningbo Jingda (5%
&) planned to transfer the forward control rights during
the restricted sale period, and both parties of the
transaction were publicly condemned; the largest
shareholder of Mei Yanjixiang (#§fg &%) clearly stated
that he would seek control of the company but
implemented a liquidation reduction quietly, and he was
publicly condemned eventually. Regarding violations
such as unfulfiled performance commitments, loss of
control over subsidiaries and evasion of performance
compensation obligations caused by the outbreak of the
sequelae of the reorganizations, involving 6 cases, the
SSE continued to handle it in accordance with the
regulations. For example, *ST Jiuyou (ST s, H) lost
control of the high-priced acquisition assets and the
counterparty of Xinyada ({g f1£) failed to fulfil its
performance compensation commitments. In both
cases, both the company and the counterparty were
disciplined.

The fifth is to rectify untrustworthy behaviors that
fail to fulfill the repurchase plan or commitment to
increase shareholding. The repurchase plan and the
commitment to increase shareholding send a positive
signal to the market and the investors form a trust
interest in this. AS for the relevant entities’ failure to fulfill
their commitments and breaking their promises in the
market, the SSE handled 11 and 9 cases of relevant
violations respectively this year, based on the actual
completion rate, comprehensively considering the
repurchase period and repurchase funding arrangement
and other circumstances. For example, ST Ruidian (ST
44 B8) disclosed a repurchase plan of RMB50 million
even when it was short of funds and apparently did not
have the ability to repurchase. Both the company and
the chairman of the board were publicly condemned.

The sixth is to deal with the flaws in the form of
information disclosure that are slightly harmful for
the purpose of warning and education. For the cases
where the nature of the violation is purely a flaw in the
form of information disclosure, negligence in daily work,
no obvious subjective intention and objectively no major
losses or serious market repercussions, appropriate
regulatory measures are mainly taken for the purpose of
warning and education. Such cases mainly include

violations of small-value stock transactions or equity
changes, daily connected transactions exceeding
expectations and information disclosure delay without
any substantial impact. For example, if a shareholder of
a company buys or sells stocks in violation of the
regulations, but the number is relatively small, without a
great impact on the market, and certain remedial
measures are taken, he/she shall be given a verbal
warning.

2. Distinguish the circumstances of the cases, fully
consider _the rectification _situation and make
differentiated treatment on subjective faults

For different cases of the same type, the SSE pays
attention to distinguish the severity of violations,
comprehensively considers subjective and objective
specific circumstances, such as the amount and
proportion of the case, actual losses, market impact,
rectification, subjective fault, etc., and makes
differentiated treatments that are heavier or lesser.

The first is to severely punish the violations, in
accordance with the regulations, involving large
amounts, actual losses, bad market influence, or in
which the parties deliberately implemented and
refused to rectify. Such violations are mostly
concentrated in risky companies with  poor
fundamentals, irregular internal controls and high
market concerns. For example, the annual audit
accountant determined the annual report of *ST Fukong
(*ST = 1%) as a serious violation of the Accounting
Standards for Business Enterprises ( {f> <3N )
and issued a negative opinion, the company did not
promptly correct it in accordance with regulatory
requirements, and the main responsible person was
publicly determined to be unsuitable to serve as the
director of a listed company for life; * ST Gangtai (+ST NI
Z=) and Delisted Meidu (iR 3£ &B) provided violation
guarantee for controlling shareholders up to RMB5.6
billion and RMB4.1 billion respectively, and overdue
debts may cause the company to assume huge
guarantee liabilities, and the main responsible person
was publicly identified; the actual controller and
counterparty of *ST Jinyu («ST £ %) rashly promoted the
transfer of control rights when there were major doubts
about the authenticity and accuracy of the transaction,
and refused to cooperate with the implementation of the
regulatory verification requirements, and both parties to
the transaction were publicly condemned. In the above
cases, the subjective maliciousness of the parties is
obvious, and the market influence is bad.

The Second is to urge timely rectification during the
investigation of the cases and fully consider
rectification situation and make lesser treatments.
For example, in the process of handling fund occupation
and violation guarantee cases, according to the principle
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of “supervise in accordance with law and regulations and
make classified treatments” (“fKE ST . DXL E"), the
SSE gives the persons responsible for fund occupation
and violation guarantee cases a certain time limit for
rectification to promote problem solving. Those who
promptly rectify and remedy losses after the incident
occurred, shall be given a lighter or lesser treatment. For
example, Milkground (#) ] 1% %) recovered all the
occupied funds within a time limit after the fund
occupation was found; *ST Jingkai (xST £FF) released
all the violation grantees within one month after the
violation guarantee was found. Both cases were
subsequently given a lighter treatment. In handling other
types of cases, the SSE also strengthened guidance and
supervision on those responsible for the cases to make
timely rectification or take remedial measures.

The third is to take subjective status as an important
and light consideration plot for the "unintentional
loss" of the parties concerned. The "unintentional
failure" is manifested as a result of improper
understanding of the rules or errors in specific business
operations. The concerned parties have no obvious
subjective maliciousness, and have not caused actual
damage or the consequences are minor, the treatment
should be appropriately lightened. The relevant cases
focus on stock trading and equity changes, etc. For
example, some shareholders did not disclose their
shareholding reduction plan in time because of the
pledge to liquidate and sell their shares. Taking into
account the nature of passive sales in accordance with
the contract, only regulatory measures were taken.
Some shareholders made misoperations when
implementing the shareholding increase or reduction
plan, leading to short-term There is no obvious
subjective intention in the transaction, and verbal
warnings are given to them. Some company
shareholders made short-term transactions due to
misoperations  during  the implementation  of
shareholding increase and reduction plan without
obvious subjective intention, only verbal warnings were
given.

3. Distinquish different _entities _and _reasonably
determine _and allocate the responsibilities of listed
companies _and _ controlling _shareholders, actual
controllers and DSM

In the same case, according to the scope of authority,
performance of duties and informed participation of the
responsible person, the responsibilities of the main
entity were reasonably determined and assigned, and
the “key persons” was seized.

The first is to distinguish between the
responsibilities of the listed companies and
controlling shareholders, actual controllers and
DSM. The controlling shareholder and actual controller

assume the main responsibility for violations led by
controlling shareholders and actual controllers who
abuse their positions of control. It is objectively difficult
for listed companies to know without obvious fault.
Lighter treatment shall be given to cases if DSM has
conducted due diligence and yet has no knowledge of
the violations, but they have been actively taken
remedial measures. For example, the controlling
shareholder of Zhizheng Co., Ltd. led the occupation of
funds and was publicly condemned. As remedial
measures have been actively taken, the company was
subject to a lesser responsibility even though it could not
ensure the independence of funds. Notifications and
criticisms have been given with the funds occupied
being confiscated. In the case of Ningbo Zhongbai which
involved illegal guarantee, the chairman at that time took
advantage of his position to bypass the company’s
internal control system and used the official seal to
provide external guarantees and was therefore being
publicly condemned. The company were subject to
lesser responsibility due to its failure to implement
effective internal control to the official seal and active
remedial action taken, it was therefore subject to
notification and criticism.

The second is to finely distinguish the personal
responsibilities of the DSM of listed companies. The
SSE has strictly suppressed the DSM who lead,
organize and participate in violations and yet treated
lightly to the DSM who are unaware, with difficulty to
know and have been in due diligence. On the one hand,
secretary of the board of directors who is responsible for
information disclosure and other DSM who directly
organize and implement related violations were
distinguished. For example, in the case of capital
occupation cases of *ST Zhongxin and *ST Guiren,
there was difficulty for the secretary of the board of
directors to discover and get to know about the outflow
of the funds. The secretary urged rectification and
recovery of funds after the violation was discovered, so
the secretary was subject to lighter treatment. On the
other hand, responsibilities of internal directors who are
directly involved in operation and management and
independent directors who do not hold regular positions
in the company were distinguished. For example, *ST
Hongtu involved the violation of late performance
forecasts and information disclosure, and the company
and its main responsible persons were publicly
condemned. The independent director and the convener
of the audit committee was only responsible for the
violation of the timely performance forecast, and as it is
difficult to know the compensation agreement which
caused the performance difference in the process of
performing his duties, and he has clearly reminded the
attention to the performance risk, his responsibility is
relatively lighter with only supervisory measures were
taken.
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In 2021, the supervision work over SSE's listed
companies will continue to be implemented according to
the State Council’s "Opinions on Further Improving the
Quiality of Listed Companies" ( {=T#—FRE LT A
FREMNEI) ) and the SSE’s "Three-year Action Plan
for Promoting the Quality Improvement of Shanghai
Stock Exchange Listed Companies" ( {#zhi2 5P L
MASIRE=F1TsNTHI) ). The SSE will strengthen its
supervision by categories, implement precise
supervision and improve basic mechanisms such as
those relating to information disclosure and corporate
governance. The SSE will also strengthen the
compliance awareness of the key persons such as

controlling shareholders, actual controllers and the DSM,

and will guide and urge listed companies to focus on
their main businesses, strictly observe integrity and
standardize operations, and strive to build a good
market ecology for the survival of the fittest, thereby
promoting the high-quality development of Shanghai
companies.
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Shanghai Stock Exchange Issues "Shanghai Stock
Exchange Fund Self-regulatory Rules Application
Guidelines No. 1- Index Fund Development"

On January 22, 2020, in order to further regulate the
product development of publicly offered index funds on
exchanges and other business activities, promote the
sustainable and healthy development of index funds,
and protect the legitimate rights and interests of
investors, according to Guidelines for the Operation of
Publicly Offered Securities Investment Funds No. 3 -
Index Fund Guidelines (A FEEIEER A ESIE1EESI
% 3 5——3E#HFESIES])Y ) (Index Fund Guidelines)
issued by the China Securities Regulatory Commission
(CSRC), the Shanghai Stock Exchange (SSE) officially
issued Shanghai Stock Exchange Fund Self-regulatory
Rules Application Guidelines No. 1-Index Fund
Development ( { LGS ZAEEBRIEEMANIEH
#5518 1 5——3EHEL£HF LX) ) (Index Fund
Development).

In recent years, in accordance with the unified plans of
the CSRC, SSE has adhered to the general principle of
seeking progress while maintaining stability, actively
promoted the development of innovative products in the
SSE fund market, guided the effective allocation of
resources, boosted the high-quality development of the
real economy, connected for interconnection between
domestic and foreign markets and improve product

layout for the national strategy. The scale of index funds
listed on SSE has grown rapidly, and the products have
become increasingly diversified, covering stocks, bonds,
commodities, cross-border, and currencies. They are an
important tool in investors' asset allocation and an
important force in capital market participation. As of the
end of 2020, the scale of SSE ETFs exceeded RMB900
billion (an increase of over 50% from the end of 2019).
For the year of 2020, the turnover of ETFs on SSE
exceeded RMB10 trillion. Among them, the turnover of
equity ETFs (including cross-border ETFs) reached
RMBA4.76 trillion, doubling that of the year of 2019.

The Index Fund Development drafted by SSE this time
combines the requirements of the laws of higher
hierarchy to further clarify the specific regulatory
requirements for listed index funds such as ETFs. The
firstis to clarify that the Index Fund Development is only
applicable to index funds. Index funds refer to ETFs and
index-type LOFs that comply with the Index Fund
Guidelines and are listed and traded on SSE and adopt
full replication or representative sampling for investment
operations. The second is to specify specific indicators
for the quality of the underlying index of a newly
developed index fund. Specific requirements for the
number of constituent bonds, weight distribution, index
running time, liquidity and other indicators of the
underlying index of the index fund have been set.
According to the "new and old differentiation” (373 %I #7)

principle, index funds that have been approved or
registered by CSRC before the implementation of the
Index Fund Development are not subject to their
indicators. The third is to clarify the development
process of index funds. When a fund manager applies
to SSE for the development of index funds, he is
required to submit an index preparation plan,
instructions and undertakings that the index meets
specific indicators, and other materials. SSE will issue a
letter of no objection to applications that meet the
requirements. The fourth is to require index funds to
complete positions before listing, so that the fund's
investment portfolio ratio conforms to relevant laws and
regulations, departmental rules, regulatory documents,
and fund contracts and other legal documents, reflecting
the basic characteristics of index tracking funds.

SSE released the Shanghai Stock Exchange Index
Securities Investment Fund Development Guidelines
(Draft for Comment) ( { E/BIESH HFTIEEOIESF R AR
£ A5 ({EkEWFE) ) )(Development Guidelines)
to the market on July 31, 2020. On the whole, all sectors
of society basically recognize the relevant arrangements
for the development of index funds in the Development
Guidelines, and the feedback is mainly based on the
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requirements of some index indicators. After careful
consideration, SSE adopted the more concentrated
opinions and suggestions, including relaxing the release
time of the underlying index of the proposed index fund
appropriately and reducing the liquidity requirements of
constituent securities appropriately and perfecting some
textual expressions.
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Shanghai Stock Exchange Issues the Amendment to
the Measures of the Shanghai Stock Exchange for
the Implementation of Shanghai-Hong Kong Stock
Connect

In order to continue to optimize the interconnection
mechanism and further expand the scope of Shanghai-
Hong Kong Stock Connect, the Shanghai Stock
Exchange (SSE) issued on January 22, 2021, the new
amendment to the "Measures of the Shanghai Stock
Exchange for the Implementation of Shanghai-Hong
Kong Stock Connect” (Implementation Measures) with
the approval of the China Securities Regulatory
Commission. The Implementation Measures will be
implemented on February 1, 2021.

The amendment to the Implementation Measures
mainly includes two aspects: first is to clarify the
suitability requirements for Shanghai Stock Connect
investors to trade stocks on the SSE STAR Market, and
only institutional professional investors that meet the
requirements of relevant rules in Hong Kong can trade
through Shanghai Stock Connect; second is to include
H shares of A+H share companies listed on the
Shenzhen Stock Exchange into the scope of Shanghai-
Hong Kong Stock Connect.

In the meantime, commencing from February 1, 2021,
SSE 180, SSE 380 index constituent stocks and A
shares of A+H shares of companies’ will be officially
included in the scope of Shanghai Stock Connect; H
shares of A+H-share companies listed on the SSE
STAR Market and Shenzhen Stock Exchange are
officially included in the scope of the Southbound
Trading Link.

The SSE STAR Market has been operating smoothly for
more than a year and has become an important part of
the PRC's capital market. The inclusion of SSE STAR

29



J M L

Market’s stocks in the scope of Shanghai-Hong Kong
Stock Connect is an important measure for the PRC’s
capital market to open up to the outside world. It will not
only expand the scope of interconnection investment
and provide foreign investors with more investment
choices, but will also introduce more foreign institutional
investors to the SSE STAR Market, hence to further
improve the investor structure of the PRC's capital
market and increase the degree of internationalization.

In the next step, the SSE will continue to optimize and
improve the interconnection mechanism, continue to
attract foreign investment in the A-share market, and
promote the high-quality and bilateral opening of the
PRC'’s capital market.
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Opening a New Chapter of Cooperation and Opening
Up a New Win-Win Situation - Shanghai Stock
Exchange and Japan Exchange Group Renewed the

Sino-Japanese  ETF
Agreement

Exchange  Cooperation

On January 25, 2021, the second China-Japan Capital
Market Forum was successfully held online. Fang
Xinghai, Vice Chairman of the China Securities
Regulatory Commission, and Ryozo Himino, head of the
Japanese Financial Services Agency, attended the
forum and delivered speeches. Cai Jianchun, general
manager of the Shanghai Stock Exchange (SSE),
attended this forum and delivered a keynote speech at
the roundtable forum on "Prospects for Sino-Japanese
Capital Market Cooperation". Guests and
representatives from China and Japan's securities and
futures regulatory agencies, stock exchanges, futures
exchanges, securities industry associations, fund
industry associations and futures industry associations
conducted extensive exchanges.

The renewal of the Sino-Japanese ETF Exchange
Cooperation Agreement between the SSE and the
Japan Exchange Group was an important result of the
forum. At the first China-Japan Capital Market Forum in
April 2019, the two exchanges signed the Sino-
Japanese ETF Exchange Cooperation Agreement for
the first time, pursuant to which they agreed to
cooperate in the establishment of an ETF exchange
mechanism in the capital markets of the two countries,
opening a new chapter in the capital market cooperation
between China and Japan. The renewal of the
Cooperation Agreement between the two exchanges
this time has laid the foundation for the further expansion
of the product scale, the increase of product types and
the expansion of the scope of the exchange of ETF
between China and Japan.

Since the opening of the Sino-Japanese ETF Exchange
for one and a half years, the first batch of products has
been running smoothly with good returns, which has
withnessed the huge potential for expansion and
cooperation between the markets of two countries. The
Sino-Japanese ETF Exchange has innovatively
promoted the cooperation between the capital markets
in China and Japan into a substantive stage, and
strengthened the linkage effect of the two countries’
unimpeded economy and trade and capital financing. It
has also innovatively developed the interconnection
model of global capital markets and won a high
recognition in the industry, which has enriched the
product lines of the exchanges of the two countries and
the cross-border asset allocation toolbox for investors.
The Exchange also innovatively established a control
mechanism in which the market institutions of the two
countries can patrticipate together, thereby stimulating
the cooperation potential and competitiveness of market
players.

In the next step, the two exchanges will continue to
leverage the cooperation and win-win spirit of the Sino-
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Japanese ETF Exchange, explore exchanges and
mutual learning in the science and technology industry,
REITs market and sustainable finance, promote the
continuous blossoming and fruitful cooperation of the
capital markets in the two countries, and fully develop a
new situation in financial cooperation between two
countries.

FEAEHERE, AHRARFBEE—LSIESEX S
58 ARXZGREAEHFFBFH ETF BB S EHIL

2021 £ 1 B 25 B, FTEPEBATHRIEUEZE 77
AN, FEIESESEERTEBMBARERTK
BALER=ZHFERIEFLARHE. LBIESZHRE
ZEZEEFRUBARRRE, FETEALATHEENR
FREREHRTRERIIRN. RKETEREIESHK
BENM. LSR5, BRI, ESLihs. £
EUHS MR UHSHRERRRRITTZR.

EXFEEZREHREZTH ETF EREEDIL, B
RIEEMNEERR. £2019F 4 BE—EHHAR
Wipitiz £, WAEXREZEHHE ETF BEBEAEEMYL, 9
EEEBIMERATS TS ETF B@VLE, FREPH
MERATHEETRE. WARMEREZSEIL
ARE ETF B@#—F4 K= @R, B0~ mEam
hRBEBSEREEE T &,

HFH ETF BRABE—FFRk, sHt~=RzTER, K
HRE, METHMETHHERAEENEREN. FH
ETF E@elFttiEst 7T PEHEAATZ S BN RN
BYER, IN3RT R E 7R 5458 AR AN RRIE L A9 BEEh XU
CIF M AR T SRR ATHE LB BBRERNFHFKRIVA
SEINT, FETRERSM™RENMREEBEER
RETRM, M EYRETHYIAXESENE
FHF, BERTHHEENEEBENNESRINN.

T—%, WETRRELESRR ETF BBNE LR
REAR LI~ RETs MH R UHFLEEMIVFN TR E
£, HHAPRERATHEETHARER, SETHR
EEratENaAE.

Source KJR:
http://www.sse.com.cn/aboutus/mediacenter/hotandd/c/c_202
10125_5309955.shtml

Singapore Exchange and Temasek Partner to
Advance Digital Asset Infrastructure in Capital
Markets

On January 22, 2021, Singapore Exchange (SGX) and
Temasek announced that they have entered into a joint
venture (JV), which is set to be Asia Pacific’'s first
exchange-led digital asset venture focused on capital

markets workflows through smart contracts, ledger and
tokenization technologies.

This builds on the successful collaboration between
SGX, Temasek and HSBC which culminated with the
issuance of Asia’s first public syndicated digital bond for
Olam International in August 2020. In all, SGX’s digital
asset issuance, depository and servicing platform was
used to issue four digital bonds by several issuers, with
a total size of over S$1 billion.

The partnership between SGX and Temasek combines
SGX’s multi-asset experience and strengths in operating
market infrastructure to the highest regulatory
standards, together with Temasek's expertise in
blockchain technology and ecosystem connectivity.

The JV will look to partner with fixed income issuance
platforms to connect to its post-trade and asset servicing
infrastructure, providing issuers, arranger banks,
lawyers, investors and paying agents with a
comprehensive, issuance-to-settlement network for Asia
bonds. Concurrently, the JV will focus on other existing
and emerging asset classes that have seen growing
market demand, including funds and sustainable
finance.

Lee Beng Hong, Senior Managing Director, Head of
Fixed Income, Currencies and Commodities (FICC),
SGX, said, “The early success in our digital bond
issuance platform has paved the way for SGX to make
a larger move into digital assets, and we are very excited
to take our digital asset business to the next level in
partnership with Temasek. Together, we will capitalize
on digitalization trends that continue to shape global
capital markets and advance the development of capital
markets infrastructure in Asia.”

Pradyumna Agrawal, Managing Director, added, “We
have been tracking the evolution of financial market
systems and the opportunities for development of digital
infrastructure that will transform how financial
transactions are conducted. We are pleased to partner
SGX in this effort towards continual improvement of
capital markets through the development of innovative
end-to-end digital asset solutions.”
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Singapore Exchange Reports 1H FY2021 Net Profit
of S$228 Million
1H FY2021 Financial Summary

1H 1H FY2021
FY2021 Adjusted

S$521 million, up 9% year-

Revenue onyear
S$322 .

EBITDA million, §$§%}numon
up 8% p

Net profit

attributable to S$240 5522 million

; ’ 2
equity holders up 12% up 7%

of the Company

Earnings per

22.4 cents 21.3 cents
share

Interim quarterly
dividend per
share

8.0 cents, up 0.5 cents

All figures are for the year except for figures in brackets,
which are for the year earlier, unless otherwise stated.
Some figures may be subject to rounding.

On January 22, 2021, Singapore Exchange (SGX)
reported 1H FY2021 adjusted net profit of S$228.0
million (S$213.9 million), with revenues of S$520.8
million (S$478.5 million). Adjusted EBITDA stood at
S$321.2 million (S$298.8 million), while adjusted
earnings per share was 21.3 cents (20.0 cents).

The Board of Directors has declared an interim quarterly
dividend of 8.0 cents (7.5 cents) per share, payable on
8 February 2021. This brings total dividends in 1H
FY2021 to 16.0 cents (15.0 cents) per share.

Results Summary

Fixed Income, Currencies and Commodities (FICC)

FICC revenue — comprising Fixed Income as well as
Currencies and Commodities — Derivatives revenues —
increased 17% to S$99.2 million (S$84.8 million) and
accounted for 19% (18%) of total revenue. Excluding
BidFX which was acquired in July 2020, FICC revenue
would have declined 3% to S$82.5 million (S$84.8
million).

Fixed Income revenue rose by 3% to S$6.7 million
(S$6.5 million).

e Listing revenue: S$5.1 million, up 4% from S$4.9
million

e Corporate actions and other revenue: S$1.6 million,
comparable

There were 358 (585) bond listings raising S$169.9
billion (S$257.8 billion).

Currencies and Commodities — Derivatives revenue
increased 18% to S$92.5 million (S$78.3 million),
accounting for 18% (16%) of total revenue.

e Trading and clearing revenue: S$71.4 million, up
36% from S$52.4 million

e Treasury and other revenue: S$21.1 million, down
18% from S$25.8 million

Trading and clearing revenue grew mainly due to the
consolidation of BidFX revenue. Commodities futures
volumes increased 5% to 12.0 million contracts (11.4
million contracts), while currency futures volume
decreased 8% to 11.8 million contracts (12.8 million
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contracts). Treasury and other revenue decreased
mainly from lower treasury income, which declined
primarily due to lower yield.

Equities

Equities revenue — comprising Equities — Cash as well
as Equities — Derivatives revenues — rose 3% to
S$350.8 million (S$341.4 million), accounting for 67%
(71%) of total revenue.

Equities — Cash revenue increased 14% to S$201.1
million (S$176.4 million), accounting for 39% (37%) of
total revenue.

e Listing revenue: S$17.0 million, down 5% from
S$17.8 million

e Corporate actions and other revenue: S$14.7 million,
down 8% from S$15.9 million

e Trading and clearing revenue: S$111.5 million, up
23% from S$90.7 million

e Securities settlement and depository management
revenue: S$53.1 million, up 12% from S$47.5 million

e Treasury and other revenue: S$4.8 million, up 8%
from S$4.4 million

There were 5 (3) new equity listings which raised S$0.7
billion (S$1.6 billion). Secondary equity funds raised
were S$6.5 billion (S$7.1 billion).

Daily average traded value (DAV) increased 19% to
S$1.3 billion (S$1.1 billion). Total traded value increased
by 19% to S$161.8 billion (S$136.0 billion). This was
made up of Cash Equities, where total traded value
increased by 19% to S$156.3 billion (S$131.0 billion),
and Other Products, where traded value increased 10%
to S$5.5 billion (S$5.0 billion). There were 128 (128)
trading days in the first half of FY2021.

Average clearing fees for Cash Equities increased to
2.77 basis points (2.70 basis points) due to a greater
spread of participation by different market segments.
Average clearing fee for Other Products increased to
0.99 basis points (0.69 basis points) due to increased
activity from higher yielding exchange-traded funds.
Overall turnover velocity for the 1H FY2021 was 49%
(34%).

Securities settlement and depository management
revenue increased mainly due to higher subsequent
settlement activities.

Equities — Derivatives revenue declined 9% to S$149.7
million (S$165.0 million), accounting for 29% (34%) of
total revenue.

e Trading and clearing revenue: S$110.6 million,
down 5% from S$116.5 million

e Treasury and other revenue: S$39.1 million, down
19% from S$48.5 million

Equity derivatives volume increased 4% to 93.3 million
contracts (89.4 million contracts). Trading and clearing
revenue declined mainly due to a change in mix of
products and introductory fees for the new FTSE
products suite.

Treasury and other revenue decreased mainly from
lower treasury income which declined due to lower yield.

Average fee per contract for Equity, Currency and
Commodity derivatives was lower at S$1.27 (S$1.34)
mainly from lower introductory fees for the new FTSE
products suite. The average fee per contract includes
license fees which have been bundled with clearing
fees.

Data, Connectivity and Indices

Data, Connectivity and Indices revenue increased 35%
to S$70.7 million (S$52.4 million), accounting for 14%
(11%) of total revenue. Excluding Scientific Beta, DCI
revenue would have increased 3% to S$53.7 million
(S$52.4 million).

e Market data and Indices revenue: S$39.6 million, up
85% from S$21.4 million
e Connectivity revenue: S$31.2 million, comparable

Market data and indices revenue increased by 85%
mainly due to the consolidation of revenues from
Scientific Beta, excluding which, Market data and
indices revenue would have increased by S$1.0 million.

Total expenses increased 11% to S$248.3 million
(S$224.4 million). Excluding BidFX and Scientific Beta,
total expenses would have decreased 3% to S$217.9
million (S$224.4 million). Adjusted expenses, which
exclude amortization of purchased intangibles,
acquisition-related expenses and other expenses,
increased 9% to S$242.1 million (S$222.4 million).

Operating expenses increased 10% to S$199.3 million
(S$180.6 million) mainly from higher staff costs, and an
increase in processing and royalties expenses. The
average headcount for 1H FY2021 was 968 (832),
including 120 staff from Scientific Beta and BidFX.

Depreciation and amortization increased 12% to S$49.0
million (S$43.8 million) mainly due to the consolidation
of depreciation and amortization relating to Scientific
Beta and BidFX. This was partially offset by lower
depreciation following the end of lease of SGX's
premises.
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Technology-related capital expenditure was S$18.8
million (S$12.7 million). These investments were mainly
for upgrades to SGX's Titan OTC commodities trade
reporting system, technology refresh of the National
Electricity Market of Singapore (NEMS) infrastructure
and the digitalization of retail investor services.

As guided previously, SGX'’s total expenses and capital
expenditure for FY2021 are expected to remain between

S$535-$545 million and between S$55-S$60 million
respectively.
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Singapore Exchange Accelerates Sustainability
Drive with Launch of ESG Derivatives

e Suite of four new derivatives a key thrust of SGX
FIRST initiative

e Launch further broadens multi-asset partnership
with FTSE Russell

Singapore Exchange (SGX) is accelerating its SGX
FIRST sustainability agenda with the launch of its
pioneering suite of ESG derivatives.

SGX developed the new contracts in partnership with
FTSE Russell to offer investors more choice in
promoting the integration of Environment, Social and
Governance (ESG) factors into institutional investment
portfolios on an award-winning market infrastructure.
The SGX FIRST (Future in Reshaping Sustainability
Together) initiative, announced in December, is a multi-
pronged expansion of the exchange’s sustainability
capabilities and supports the introduction of new ESG-
focused products, services and platforms.

Michael Syn, Head of Equities at SGX, said, “Our
leadership in developing a pan-Asia shelf of benchmark
equity derivatives has placed us in a distinct position to
drive the change the world needs to see today. Together
with FTSE Russell's strengths in investable multi-asset
products and ESG, our offering of sustainable risk-
management solutions in Asia is unrivalled.”

35



J M L

Backed by major global pension funds and drawn from
leading international standards, the indices provide a
combination of improved ESG profile while maintaining
risk and return characteristics largely similar to
benchmark equity indices. The new derivatives are
designed to enable seamless adoption of ESG factors
into investment portfolios:

SGX FTSE Emerging ESG Index Futures
SGX FTSE Emerging Asia ESG Index Futures
SGX FTSE Asia ex Japan ESG Index Futures
SGX FTSE Blossom Japan Index Futures

All four contracts have been certified by the Commodity
Futures Trading Commission (CFTC), enabling market
participants to trade them directly from the U.S.
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Financial Conduct Authority of the United Kingdom
Reminds Firms to Regularly Review Regulatory
Permissions

Financial Conduct Authority (FCA) of the United
Kingdom (UK) is reminding firms of their obligation to
regularly review regulatory permissions to ensure they
are up to date and removed where they are not needed.
It expects firms to notify the material changes and apply
to make any necessary changes in a timely way. FCA
has the power to cancel a firm’'s Part 4A permission
(Permission to carry on regulated activities), a
permission given by the FCA under Part 4A of FSMA
(Financial Services and Markets Act 2000), if it has not
carried on a regulated activity for at least 12 months.

What action you need to take

If you have a Part 4A permission but have not carried on
any regulated activities for 12 months or more and have
no current plans to do so, please apply for cancellation
using Connect. If you have a Part 4A permission and
have not used and no longer need some of the
permissions, please apply to remove the permissions
you no longer need by completing and submitting a
Variation of Permission application using Connect.

Why it's important to you

Reviewing your permissions - and maintaining only
those you need - helps to assure you that you will
continue to meet the threshold conditions, are
demonstrating effective oversight of your business,
meet your obligations under the Senior Managers
Regime and are providing accurate information to
consumers. You are required to provide FCA with an
annual attestation that the information held on the
Financial Services Register is accurate. This also means
you do not pay unnecessary fees for unused or out of
date permissions.

Why's it important for the market and consumers

The Financial Services Register is a valuable source of
information for consumers and firms. It enables users to
find out the regulatory status of firms and individuals that
are authorized/approved by FCA. Incorrect or outdated
permissions increase the risk of harm to consumers.
Inaccurate information about firms’ permissions can
mislead consumers about the level of protection offered
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or give credibility to unregulated activities — so it is
important the Financial Services Register is kept up to
date.

Why FCA is reminding you now

New powers in the Financial Services Bill, which is
currently making its way through Parliament, mean FCA
will be able to act more quickly where it considers firms
are no longer carrying out regulated activities. With the
new powers, where FCA believes that a firm is not
carrying on a regulated activity, it will be able to serve
notice on the firm, asking for a written response within
14 days. If the firm does not respond, FCA will be able
to publish a second, public notice, explaining it appears
that the firm is not carrying on a regulated activity. FCA
can then vary or cancel the firm’s permissions after 1
month.

Firms must act now to review existing permissions and
make any necessary changes to ensure that you present
a clear picture of what you do and help FCA prevent
scams and misleading information.
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Financial Conduct Authority of the United Kingdom
Clamps Down on Consumer Investment Harm

In a report issued on January 18, 2021, the Financial
Conduct Authority (FCA) of the United Kingdom (UK)
highlights the many ways in which it works to protect
consumers from investment harm by stopping and
disrupting potentially harmful firms and activities. The
report focuses on action taken by the FCA during the
first ten months of 2020, when many consumers found
their finances under pressure as a result of coronavirus
lockdowns and restrictions.

During this ten-month period the FCA:

e stopped applications for authorization from 343
financial services firms and individuals, where the
potential for consumer harm was identified - almost
one in ten applications

e opened over 1,500 supervisory cases involving
scams or higher risk investments

e received over 24,000 reports of unauthorized
activity and published over 1,000 consumer alerts —
an 82% increase on the previous year
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The FCA also takes action against firms found to have
caused consumer harm. This includes:

e pursuing 47 enforcement investigations against
unauthorized businesses in 2020, securing almost
£6 million to be returned to consumers and obtaining
court orders ordering that over £14 million be
returned to consumers which the FCA will take steps
to recover

e issuing fines totaling more than £80 million to
regulated firms and individuals over the course of
2019 and 2020

The FCA is also publishing data on the Defined Benefit
(DB) pension transfers market. This market is
particularly susceptible to consumer harm and has been
a focus for the FCA. As a result of action taken by the
FCA in 2020, 130 firms stopped providing DB transfer
advice. The proportion of pension scheme members
who are recommended to transfer following advice has
fallen from an average of 69% in October 2018 to 57%
in March 2020.

To reduce the risk of harm to consumers, the FCA is also
calling upon financial services firms to “use it or lose it”,
with regard to using all of their regulatory permissions. A
firm’s business model may evolve over time. When it
does, it's crucial that firms notify the FCA and amend
regulatory permissions as necessary. Outdated or
incorrect permissions can mislead consumers about the
level of protection offered or give credibility to
unregulated activities.

The FCA is launching the next phase of its ScamSmart
Investment campaign. This will warn consumers of the
increased threat of clone investment fraud, alerting them
to the key warning signs and driving investors to the
FCA'’s warning list of firms to avoid and the FCA register
of authorized firms. The ScamSmart campaign was
launched in 2014 to arm consumers with the knowledge
and tools to help prevent them falling victim to
investment and pension scams.

The FCA also recently issued a Call for Input on the
consumer investment market, asking for comment on
how consumer protection can be improved. Responses
to this are under review and the FCA has already acted
to ban the mass-marketing of speculative illiquid
securities (including speculative mini-bonds) to retail
investors.
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Redress | Consumer redress [Max % rate
Max total fee

band obtained of charge

Lower (£) |Upper (£)
1 £1 £1,499 30% £420
2 £1,500 [£9,999 28% £2,500
3 £10,000 [£24,999 25% £5,000
4 £25,000 [£49,999 20% £7,500
5 £50,000 [NA 15% £10,000

https://www.fca.org.uk/news/press-releases/fca-clamps-
down-consumer-investment-harm

Financial Conduct Authority of the United Kingdom
Proposes to Introduce Claims Management
Companies Fee Price Cap

The Financial Conduct Authority (FCA) of the United
Kingdom (UK) has published proposals to introduce a
price cap on the fees claims management companies
(CMCs) charge their customers in relation to claims for
financial products and services.

Some consumers currently pay fees of more than 40%
of the redress they receive. The proposed cap restricts
this and will mean CMCs won’t be able to charge more
than 15-30% depending on how much redress a
consumer is due. This will see some consumers saving
several thousand pounds on the fees they pay to CMCs.

The cap will apply to all claims where a consumer is
awarded monetary redress, apart from Payment
Protection Insurance (PPI) claims which are already
subject to a cap set by Parliament.

As part of the proposals, CMCs will be required to
disclose key information, such as giving consumers
more information about how the fees they pay will be
calculated and better signposting to the free alternative
routes to redress available. This information must be
disclosed to consumers before they enter into a contract,
to help consumers make better-informed decisions
about using CMC services.

Apart from PPI, the vast majority of financial services
and products claims currently being managed by CMCs
relate to four particular financial services or products:
packaged bank accounts, loans, savings and
investments, and pensions.

There is currently a PPI price cap for CMCs, which is
20% of the redress paid to the consumer. Due to the
period of change the PPI market is undergoing the FCA
is not proposing to change it at this time. Therefore,
claims that relate to PPI will remain capped at 20% and
will be unaffected by these proposals.

The consultation is open until April 21, 2021. A policy
statement is expected to be published in Autumn 2021.

If a fee cap is confirmed the FCA will monitor its effects
on the CMC market and its consumers.

Proposed price cap bands
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WHIZEALRRS Tibm, XERKREEREEAIUK
BE B AERIT 15-30%, EENBUAT EHENIE
BB ES. —LEREREXFAEREEASINE
AETAHTERS.

MG LRGEATERBERGESERBENRERE,
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EARWA—y, EREEQSERERIKEXRRE
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ERMEEFHIETUHMNREERESE, XEF
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BRI REE S, EREBRAT LA EENERS
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R BEKA. B FENRANERAZSNAS.

Hp], BEREERASDIMNFRIPRIEMNTER LREBERE
RIBMEEN 20%. HTXMERIPRIETIHIEL TEER,
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Elt, SXARIPRIEERORBEN A LRERFE
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AFEWEEE 2021 £ 4 B 21 BELE. BEFRETIHE
TF 2021 EHELRH. HALR—BERE ST HLE
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FER B9 5T L RSB

[ HBAERERE |(REKHREX |(REAHA
X8 TR (£) |Xi8] LFR (£)

1 £1 £1,499 30% £420

2 £1, 500 £9,999 28% £2,500

3 £10,000 £24,999  [25% £5,000

4 £25,000 £49,999  |20% £7,500

5 £50,000 NA 15k £10,000
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Source Ej&:
https://www.fca.org.uk/news/press-releases/fca-proposes-
cmc-fee-price-cap

Response of Australian Securities and Investments
Commission about Accellion Cyber Incident

The Australian Securities and Investments Commission
(ASIC) has become the latest high-profile victim of a
cyber-attack related to the same software used to hit
both the Reserve Bank of New Zealand and law firm
Allens. ASIC became aware of a cyber security incident
affecting a server used by ASIC on January 15, 2021.

The incident

This incident is related to Accellion software used by
ASIC to transfer files and attachments. It involved
unauthorized access to a server which contained
documents associated with recent Australian credit
license applications.

While the investigation is ongoing, it appears that there
is some risk that some limited information may have
been viewed by the threat actor. At this time ASIC has
not seen evidence that any Australian credit license
application forms or any attachments were opened or
downloaded.

Response of ASIC

As a precaution, and to protect information and systems,
ASIC has disabled access to the affected server. ASIC
is working on alternative arrangements for submitting
credit application attachments which will be
implemented shortly. No other ASIC technology
infrastructure has been impacted or breached.

ASIC is working with Accellion and has notified the
relevant agencies as well as impacted parties to respond
to and manage the incident.

ASIC’s IT team and cyber security advisers engaged by
ASIC are undertaking a detailed forensic investigation
and working to bring systems back online safely.

If you have been impacted

ASIC has written to directly impacted parties. If you
require  additional information, please email
contactus@asic.gov.au.
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contactus@asic.gov.au,

Source &
https://asic.gov.au/about-asic/news-centre/news-
items/accellion-cyber-incident/

Australian Securities and Investments Commission
Consults on Financial Reporting and Annual
General Meeting Deferral Relief for Companies in
External Administration

On January 28, 2021, Australian Securities and
Investments Commission (ASIC) has released
Consultation Paper 337 Externally administered
companies: Extending financial reporting and AGM relief
(CP 337) seeking feedback on proposals to reduce the
regulatory burden for externally administered
companies.
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ASIC is proposing to expand the relief in ASIC
Corporations (Externally-Administered Bodies)
Instrument 2015/251 (LI 2015/251) to companies where
a voluntary administrator, controller or provisional
liquidator (relevant external administrator) is first
appointed by conditionally:

e extending the deferral of financial reporting
obligations for the period of the external
administration up to a maximum of 24 months; and

¢ allowing public companies to defer their obligation to
hold an Annual General Meeting (AGM) until two
months after the financial reporting deferral relief
expires.

Unless ASIC relief applies, companies in external
administration must continue to meet financial reporting
and AGM obligations. Currently, LI 2015/251 grants a
deferral of financial reporting obligations falling due
within six months from the date of the first appointment
of a relevant external administrator, and any continuing
financial reporting obligations that were due before the
appointment of the relevant external administrator. LI
2015/251 does not currently provide relief to extend the
time in which an externally administered public company
must hold an AGM.

If an externally administered company requires a longer
period of financial reporting deferral relief, or if an
externally administered public company requires
additional time to hold its AGM, then it must apply to
ASIC for individual relief and pay application fees.

ASIC routinely grants individual financial reporting
deferral relief for externally administered companies on
the basis of unreasonable burden. ASIC also routinely
grants deferral of AGM relief where the public company
has financial reporting relief or individual financial
reporting deferral relief from ASIC. Extending the relief
in LI 2015/251 may reduce the time and cost incurred by
companies in obtaining individual relief.

ASIC Commissioner Cathie Armour said, ‘Our proposal
to cut red-tape for externally administered companies is
timely, given the number of corporate insolvencies is
forecast to increase following the withdrawal of
temporary COVID-related relief. The aim of the
proposals is to provide financially distressed companies
more breathing room to comply with their financial
reporting and AGM obligations, while ensuring members
continue to have access to other financial information
about the externally administered company.’

CP 337 seeks feedback on the proposed relief and the
specific terms that should apply. ASIC will accept
submissions on CP 337 until March 11, 2021.
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Source KjE:
https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2021-releases/21-009mr-asic-consults-on-financial-
reporting-and-agm-deferral-relief-for-companies-in-external-
administration/

Information in this update is for general reference only
and should not be relied on as legal advice.
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