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Hong Kong Competition Commission Advises on
Trade Associations’ Membership Admission Rules

On July 29, 2021, the Competition Commission of Hong
Kong (Commission) published a new Advisory Bulletin
to advise on the potential risks under the Competition
Ordinance (Ordinance) related to the membership
admission criteria and procedures of trade associations.
The bulletin applies to all trade, sporting, professional
and industry associations or bodies (collectively “trade
associations”) and their members in Hong Kong.
Together with the bulletin, the Commission also
published a set of frequently asked questions with a
number of hypothetical scenarios to further elaborate on
the subject.

Trade associations have a significant role in Hong
Kong's economy. By developing industry standards and
best practices, providing training to members and
promoting their industry’s interests, their activities bring
benefits to their members and have a positive impact on
the Hong Kong economy. However, in certain
circumstances, some of their practices may give rise to
competition concerns under the Ordinance, and one
area of concern lies with certain membership admission
criteria and procedures adopted by trade associations.

Advice on the admission criteria__and admission
procedures of trade associations

Where membership of a trade association is an essential
pre-condition for competing in a market, exclusion from
membership can significantly impact an undertaking's
effectiveness as a competitor. In these circumstances,
anti-competitive conduct such as unreasonable and
unjustifiably strict membership criteria or procedures
may be especially damaging.

For example, exclusion from membership may deprive
a business or individual of the accreditation, government
subsidies or other advantages which are available only
to members. In the case of sports, membership of a
sporting association may entitle its members access to
certain sporting facilities or participation in international
sports events such as the Olympic Games.
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As such, trade associations should ensure that their
rules for admission serve only to safeguard the quality
and standards of the trade, profession, sporting or other
activities they deal with. They should admit any business
or individual which meets the admission criteria and
complies with the admission procedures.

Towards this end, the Commission’s Guideline on the
First Conduct Rule sets out that the rules for admission
to membership of a trade association should be:

(a) transparent;

(b) proportionate;

(c) non-discriminatory;

(d) based on objective standards; and

(e) subject to appeal in the event of a refusal to admit a
party to membership.

The Commission may view rules for admission which do
not satisfy the above requirements as having the object
or effect of harming competition. Further elaboration on
these requirements is provided in the Advisory Bulletin.

Mr. Rasul Butt, Chief Executive Officer of the
Commission, said, “Trade associations have an
immense positive impact on the Hong Kong economy.
However, as associations facilitate interaction between
competitors, they must be careful not to be a source of,
or provide support for, anti-competitive arrangements. It
is also important to note that where members of a trade
association which are undertakings make or give effect
to an anti-competitive decision of the trade association,
both the members and the association may incur liability
under the Ordinance.

In the course of its investigatory work, the Commission
has encountered situations where trade associations
have admission criteria and procedures in place which
raise concerns under the Ordinance. The Commission is
publishing the guidance to raise public awareness of
how the Ordinance applies to trade associations and
their members, with a focus on membership admission
rules and practices which should aim at offering a level-
playing field for all competitors in the relevant industry.”
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Actions advised

The Commission calls on all trade associations to
actively review their admission practices in accordance
with the guidance and to make changes where needed
to ensure compliance with the Ordinance. Where the
Commission has reasonable cause to suspect that
conduct contravening the Ordinance has taken place, it
will take the appropriate enforcement action.

Parties which have information about anti-competitive
practices of a trade association or its members are
encouraged to report them to the Commission. Those
who might have already engaged in such practices can
approach the Commission for leniency.

Remarks

The First Conduct Rule seeks to prohibit arrangements
between market participants (whether they are
competitors or not) which prevent, restrict or distort
competition. It sets a level playing field to prevent the
setting up of barriers which impede fair competition and
market vitality. It should have wide applications in
modern pluralistic societies.

Clarifying anti-competition criteria and providing relevant
guidelines to the rules for admission to membership of
social, business and quasi-business associations in a
community would help to plug an important loophole in
the existing behavioral framework which sometimes
tolerates or condones favoritism in tacit areas.
Admission rules should have a legitimate aim and
should not be used to exclude specific (groups of)
competitors or otherwise limit competition.

Fair competition has been an important topic and matter
of concern of Hong Kong'’s society, especially since the
establishment of the Commission in 2012. The
Commission’s efforts in safeguarding the fairness of
business and social activities pursuant to Hong Kong'’s
fair competition regime are commendable.

The Commission’s Advisory Bulletins specifically
address issues to foster a viably competitive market
which encourages harmonious development and fair
resources allocation in society.
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Hong Kong Securities and Futures Commission
Reprimands and Fines UBS AG and UBS Securities
Asia Limited HK$11.55 million for Regulatory
Breaches

On August 3, 2021, the Securities and Futures
Commission of Hong Kong (SFC) announced that it has
as reprimanded and fined UBS AG and UBS Securities
Asia Limited (UBSSAL) (collectively, UBS) HK$9.8

million and HK$1.75 million respectively over various
regulatory breaches.

UBS AG is registered to carry on Type 1 (dealing in
securities), Type 4 (advising on securities), Type 6
(advising on corporate finance), Type 7 (providing
automated trading services) and Type 9 (asset
management) regulated activities under the Securities
and Futures Ordinance (SFO). UBSSAL is licensed to
carry on Type 1 (dealing in securities), Type 2 (dealing
in futures contracts) and Type 4 (advising on securities)
regulated activities under the SFO.

A number of issues concerning UBS’s systems and
controls were brought to the SFC’s attention between
September 2018 and November 2020 by self-reports
from UBS or referrals of findings from the Hong Kong
Monetary Authority (HKMA).

The SFC'’s investigation found that between May 2004
and May 2018, UBS failed to make proper disclosure of
its financial interests in some Hong Kong listed
companies covered in its research reports. The failure
was caused by multiple data feed logic errors in a legacy
data source used by UBS for tracking its shareholding
positions.

The SFC also found that UBS AG failed to:

e obtain valid standing authorities from 91 clients who
were not qualified as professional investors and
issue contract notes to them between November
2012 and February 2019 in respect of 913 securities
pooled lending transactions entered into with these
clients;

e record client order instructions received through 35
telephone lines between August 2017 and June
2019, involving over 2,000 transactions executed for
more than 400 clients (the HKMA referred its
findings to the SFC following an investigation into
UBS AG’s self-reports regarding the telephone
recording failures);

o follow applicable regulatory guidelines relating to the
assessment of clients’ derivatives knowledge
between January 2018 and June 2020 by failing to
obtain trading evidence from clients who declared
that they had conducted five or more derivative
trades in the three years before declaration; and

e disclose to 15 clients the “stop loss event” feature of
a structured note issued by an issuer, and assure
itself that the clients understood the risks associated
with that feature before selling them the note
between October 2017 and February 2020.

The SFC considers that UBS failed to act with due skill
and care and put in place adequate systems and
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controls to ensure compliance with the applicable
regulatory requirements. Details of the relevant
regulatory requirements are set out in the Statement of
Disciplinary Action:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-
announcements/news/openAppendix?refNo=21PR81&
appendix=0

In deciding the sanction, the SFC took into account all

relevant circumstances, including:

e UBS’s remedial actions to strengthen its internal
controls and systems upon identifying the breaches;

e UBS AG’s offer to compensate the clients affected
by its failure to disclose the “stop loss event” feature
of the structured note;

e UBS AG’s agreement to engage an independent
reviewer to review the effectiveness and adequacy
of its remedial measures taken in relation to its
telephone recording failures;

e and UBS’s cooperation with the SFC in resolving the
SFC'’s concerns.
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Hong Kong Securities and Futures Commission
Issues Statement on Next Digital Limited

On July 28, 2021, the Securities and Futures

Commission of Hong Kong (SFC) announced that it has
noted the appointment by the Financial Secretary under
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the Companies Ordinance of an inspector to investigate
the affairs of Next Digital Limited.

The SFC has been making a series of formal enquiries
into Next Digital Limited in so far they may concern
matters falling within the SFC’s remit under the
Securities and Futures Ordinance. These enquires are
continuing.

The inspector appointed by the Financial Secretary will
carry out his work under specific powers set out in the
Companies Ordinance. The SFC will coordinate closely
with the inspector as it continues to carry out its own
enquires under the powers exercisable by it under the
Securities and Futures Ordinance.

BRI RRESERZRREATAXRECKARL
SR A

F2021F 7 H 280, EBUSELPRESEREZRS
(EhZ) EHHFKEE, MBEEITKIRE (ATEE)
ZET—REERANEEEERATINESHTRAE.

IEES—ERE QESFREEA) st BT HIRN
SEEANEE, AEFRERANHT ESELERXENM.
BREIMNEHTH.

MBS KZENFERBGRE (LEKB) I
BERNMTEIE. TESESHFERARENA,
FRNREEE QEFEBERF) TTTEARA

HEHTARFNEM I .

Source &J&:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=21PR80

The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Golden
Shield Holdings (Industrial) Limited (Stock Code:
2123)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on July 28, 2021 that the listing
of the shares of Golden Shield Holdings (Industrial)
Limited (Golden Shield) will be cancelled with effect from
9:00 am on August 2, 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 Golden Shield’s shares was suspended on
April 1, 2014 pending publication of its annual results for
2013. The Exchange placed Golden Shield into the first,
second and third delisting stages under Practice Note 17
to the Listing Rules on June 4, 2015, December 7, 2015
and July 5, 2016, respectively.

Before expiry of the third delisting stage, on December
16, 2016, Golden Shield submitted a resumption
proposal to the Exchange which involved, among others,
an acquisition of a target which constituted a reverse
takeover under the Listing Rules. On July 16, 2021, the
Listing Committee considered that given Golden
Shield’s decision not to proceed with the resumption
proposal as announced by Golden Shield on June 30,
2021, Golden Shield did not have a viable resumption
proposal. Hence, the Listing Committee considered it
appropriate for the Exchange, as it was entitled, to
cancel Golden Shield’s listing under Practice Note 17 to
the Listing Rules.

The Exchange has requested Golden Shield to publish
an announcement on the cancellation of its listing.

The Exchange advises shareholders of Golden Shield
who have any queries about the implications of the
delisting to obtain appropriate professional advice.
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Goldbond
Group Holdings Limited (Stock Code: 172)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on July 29, 2021 that the listing
of the shares of Goldbond Group Holdings Limited
(Goldbond) will be cancelled with effect from 9:00 am on
August 2, 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 Goldbond's shares has been suspended
since June 28, 2019. Under Rule 6.01A, the Exchange
may delist Goldbond if trading does not resume by
December 28, 2020.

Goldbond failed to fulfill all the resumption guidance set
by the Exchange and resume trading in its shares by
December 28, 2020. On March 19, 2021, the Listing
Committee decided to cancel the listing of Goldbond’s
shares on the Exchange under Rule 6.01A.

On March 26, 2021, Goldbond sought a review of the
Listing Committee’s decision by the Listing Review
Committee. On July 20, 2021, the Listing Review
Committee upheld the decision of the Listing Committee
to cancel Goldbond’s listing. Accordingly, the Exchange
will cancel Goldbond’s listing with effect from 9:00 am on
August 2, 2021.

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

The Exchange advises shareholders of Goldbond who
have any queries about the implications of the delisting
to obtain appropriate professional advice.
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of
Blockchain Group Company Limited (In Liquidation)
(Stock Code: 364)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on August 5, 2021 that the listing
of the shares of Blockchain Group Company Limited (in
liquidation) (Blockchain Group) will be cancelled with
effect from 9:00 am on August 10, 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 Blockchain Group’s securities has been
suspended since November 19, 2018. Under Rule
6.01A, the Exchange may delist Blockchain Group if
trading does not resume by May 19, 2020.

Blockchain Group failed to fulfil all the resumption
guidance set by the Exchange and resume trading in its
securities by May 19, 2020. On June 12, 2020, the
Listing Committee decided to cancel the listing of
Blockchain Group’s shares on the Exchange under Rule
6.01A.

On June 23, 2020, Blockchain Group sought a review of
the Listing Committee’s decision by the Listing Review
Committee. On November 16, 2020, the Listing Review
Committee upheld the decision of the Listing Committee
to cancel Blockchain Group’s listing. Accordingly, the
Exchange will cancel Blockchain Group’s listing with
effect from 9:00 am on August 10, 2021.

The Exchange has requested Blockchain Group to
publish an announcement on the cancellation of its
listing.

The Exchange advises shareholders of Blockchain
Group who have any queries about the implications of
the delisting to obtain appropriate professional advice.
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U.S. Securities and Exchange Commission Charges
Ernst & Young, Three Audit Partners, and Former
Public Company Chief Accounting Officer with Audit
Independence Misconduct

On August 2, 2021, the U.S. Securities and Exchange
Commission (SEC) charged accounting firm Ernst &
Young LLP (EY), one of its partners, and two of its
former partners with improper professional conduct for
violating auditor independence rules in connection with
EY's pursuit to serve as the independent auditor for a
public company with nearly US$5 billion in revenue
(issuer). Separately, the SEC brought charges against
the Issuer's then-Chief Accounting Officer for his role in
the misconduct. All respondents have agreed to settle
the charges and will collectively pay more than US$10
million in monetary relief.

The SEC's order against the auditors finds that EY, EY
partner James Herring, CPA, and former EY partners,
James Young, CPA and Curt Fochtmann, CPA
improperly interfered with the issuer's selection of an
independent auditor by soliciting and receiving
confidential competitive intelligence and confidential
audit committee information from the issuer's then-Chief
Accounting Officer, William Stiehl, during the request for
proposal process. EY's misconduct in connection with
the audit pursuit, the order finds, would cause a
reasonable investor to conclude that EY and its partners
were incapable of exercising objectivity and impartiality
once the audit engagement began. The SEC's separate
order against Stiehl finds that, through his misconduct
during the request for proposal process, including
withholding key information from the issuer's audit
committee, Stiehl caused the issuer's reporting
violations.

The SEC's order against the auditors finds that EY,
Herring, Young, and Fochtmann violated the auditor
independence provisions of the federal securities laws
and that EY, Herring, and Young caused the Issuer to
violate its obligation to have its financial statements
audited by independent public accountants. The order
also finds that all respondents engaged in improper
professional conduct within the meaning of Rule 102(e)
of the SEC's Rules of Practice.

EY, Herring, Young, and Fochtmann consented to the
SEC's order without admitting or denying the findings
and agreed to cease and desist from future violations.
EY has agreed to a censure, to pay a civil money penalty
of US$10 million, and to comply with a detailed set of
undertakings for a period of two years. Herring, Young,
and Fochtmann agreed to pay civil money penalties of
US$50,000, US$25,000, and US$15,000, respectively,
and to be suspended from appearing or practicing
before the SEC, with a right to reapply for reinstatement
after three, two, and one years, respectively.

The SEC's order against Stiehl finds that he caused and
willfully aided and abetted the issuer's reporting
obligations stemming from the auditor selection process
improprieties. Stiehl, who consented to the order without
admitting or denying the findings, has agreed to cease
and desist from future violations of the securities laws,
to pay a civil money penalty of US$51,000, and to be
suspended from appearing or practicing before the SEC,
with a right to reapply for reinstatement after two years.
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U.S. Securities and Exchange Commission Charges
Unlicensed Broker with Defrauding Investors

On July 28, 2021, the U.S. Securities and Exchange
Commission (SEC) charged Joshua L. Rupp for

engaging in securities fraud and for acting as an
unregistered broker-dealer.

The SEC’s complaint, filed in the U.S. District Court for
the Western District of Michigan, alleges that Rupp
engaged in a fraudulent investment scheme from
January 2018 through July 2019 which included
misstatements, false documents and misappropriation
of investor funds. According to the complaint, Rupp
raised over US$2.2 million from about 20 investors who
lacked significant investment experience by
misrepresenting that he was a licensed securities
professional, he would generate profits for investors by
trading on their behalf, and investors’ principal was
protected from losses. In addition, Rupp allegedly
provided investors fake documents purporting to show
he was associated with a licensed broker-dealer, and
false account statements and trading data to make it
appear that his trading on their behalf was generating as
much as 115 percent increase in value.

The complaint further alleges that, in reality, Rupp was
not affiliated with any brokerage firm or licensed in the
securities industry, his securities trading resulted in
significant losses, and he misappropriated and misused
hundreds of thousands of dollars of investor funds.
Investors allegedly lost most of their money, including
retirement funds, through Rupp’s fraud.

The SEC's complaint charges Rupp with violating the
antifraud provisions of the federal securities laws and
acting as an unregistered broker, and seeks
disgorgement of ill-gotten gains plus interest, a penalty,
and injunctive relief.
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U.S. Securities and Exchange Commission Charges
Founder of Nikola Corp. with Fraud

On July 29, 2021, the U.S. Securities and Exchange
Commission (SEC) announced charges against Trevor
R. Milton, the founder, former CEO and former executive
chairman of Nikola Corporation, for repeatedly
disseminating false and misleading information, typically
by speaking directly to investors through social media,
about Nikola’'s products and  technological
accomplishments.

The SEC’s complaint, filed in U.S. District Court for the
Southern District of New York, alleges that Milton
founded Nikola in 2015 with the primary goal of
manufacturing trucks that run on alternative fuels with
low or zero emissions, and building an alternative fuel
station infrastructure to support those vehicles. Milton
allegedly helped Nikola raise more than US$1 billion in
private offerings and go public through a business
combination conducted by a special purpose acquisition
company (SPAC). According to the SEC’s complaint,
during that time and after Nikola was publicly traded,
Milton acted as Nikola’'s primary spokesperson
appearing regularly on national media and
communicating directly with investors through social
media. Milton allegedly encouraged investors to follow
him on social media to get “accurate information” about
the company “faster than anywhere else.” Instead,
however, Milton allegedly used his extensive media
platform to repeatedly mislead investors about, among
other things, Nikola’s technological advancements,
products, in-house production capabilities, and
commercial achievements. The complaint further
alleges that Milton ultimately reaped tens of millions of
dollars in personal benefits as a result of his misconduct.

The SEC’s complaint charges Milton with violating the
anti-fraud provisions of the Securities Act of 1933 and
the Securities Exchange Act of 1934. The complaint

seeks a permanent injunction, a conduct-based
injunction, an officer and director bar, disgorgement with
prejudgment interest, and civil penalties.
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U.S. Securities and Exchange Commission Charges
Real Estate CEO with Defrauding Investors

On June 29, 2021, the U.S. Securities and Exchange
Commission (SEC) announced securities fraud charges
against recidivist Michael Shustek, the CEO of several
Las Vegas real estate investment trusts (REITs), and his
wholly owned investment advisory firm, Vestin Mortgage
LLC.

The complaint alleges that since at least 2012, Shustek
fraudulently enriched himself and one of the REITs he
controlled, The Parking REIT, at the expense of two
publicly traded REITs that he earlier had founded, Vestin
Realty Mortgage | (VRTA) and Vestin Realty Mortgage
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II (VRTB). According to the complaint, Shustek drained
US$29 million from VRTA and VRTB in order to funnel
the money into The Parking REIT and later directed
VRTA and VRTB to enter into a series of money-losing
transactions in which the same six buildings were
repeatedly re-sold, all to benefit himself and The Parking
REIT. The complaint also alleges that Shustek deceived
the boards of directors of VRTA and VRTB, and violated
his fiduciary duties to those companies, in two separate
securities transactions to get the companies to pay him
almost US$10 million. Finally, the complaint alleges that
Shustek repeatedly misled investors by causing VRTA
and VRTB to make false and misleading statements in
their public filings, which hid his self-dealing.

The SEC's complaint, which was filed in the District of
Nevada of U.S., charges Shustek and Vestin Mortgage
with violating the antifraud provisions of the Securities
Act of 1933, Securities Exchange Act of 1934, and
Investment Advisers Act of 1940, and seeks
disgorgement plus pre-judgment interest, penalties,
permanent injunctions, and industry, penny stock, and
officer and director bars against Shustek.
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Singapore Exchange Expands Reach into FX OTC
with Acquisition of Maxxtrader

Singapore Exchange (SGX), Asia’s most international
multi-asset exchange and largest foreign exchange (FX)
derivatives marketplace, announced it is further
extending its reach into the FX over-the-counter (OTC)
space by fully acquiring the single source and direct-to-
market FX trading platform, MaxxTrader on July 23,
2021.

SGX will acquire MaxxTrader from FlexTrade Systems,
a global leader in multi-asset execution and order
management systems, for a cash consideration of
approximately US$125 million. The acquisition is
expected to be completed by December 2021 and will
accelerate SGX's plan to build an integrated FX
ecosystem and marketplace that facilitates global
access to OTC and on-exchange currency derivatives.

Headquartered in Singapore, MaxxTrader is a leading
provider of FX pricing and risk solutions for sell-side
institutions including banks and broker-dealers, as well
as a multi-dealer platform for hedge funds. Since the
company’s incorporation in 2008, MaxxTrader has built
a strong, global client and dealer franchise with over 100
global banks, regional banks, broker-dealers and hedge
funds currently connected to its platform. Its average
daily volume (ADV) has also grown during this time to
over US$17 billion.

MaxxTrader’s strong sell-side client base complements
the buy-side clientele of BidFX, a leading cloud-based
provider of electronic FX trading solutions which SGX
acquired last year. Together, these acquisitions form
part of SGX's multi-phase strategy in building an
integrated Asian FX marketplace for global investors.

Loh Boon Chye, Chief Executive Officer, SGX, said,
“Since SGX expanded from FX futures to the global FX
OTC market, we continue to cement our footprint in this
fast-growing and sizeable US$6.6 trillion-a day global
market. We are excited to acquire MaxxTrader, which
further enhances our FX OTC offering and widens our
customer base across the sell- and buy-side.”

Manish Kedia, designated Chief Executive Officer,
MaxxTrader, said, “We share SGX’s FX vision to offer
buy-side and sell-side clients a wide range of FX
products and liquidity across OTC and futures globally.
With SGX'’s strong focus and investments in FX, we
expect to accelerate innovation and deliver exciting new
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solutions for both our clients and liquidity providers.
Moreover, as one of the first platforms to host banks,
brokers, and hedge funds in Singapore’'s SG1 Liquidity
Hub, we also look forward to continue contributing to the
success of Singapore as a central liquidity hub in Asia.”

Vijay Kedia, President and CEO of FlexTrade Systems,
added, “It has been a true pleasure to see the success
and growth of MaxxTrader over the past decade. SGX
is committed to invest and innovate in the FX OTC
marketplace which will benefit the MaxxTrader product,
employees and client base, and enhance the
momentum of the business. This transaction enables
FlexTrade to singularly focus on its core business: the
FlexTrade multi-asset EMS and OEMS for buy- and sell-
side institutions through FIexTRADER, FIlexONE,
FlexFX, FlexFl, FlexOMS, ColorPalette, and Mottai as it
continues to make strides and gain market share
through product innovation and leadership.”

“Our next step is to offer clients a full suite of FX futures
and OTC solutions, by building a primary FX OTC
marketplace anchored in Singapore. In turn, this would
accelerate our vision to create fungible and convenient
access for diverse, global customers to different pools of
liquidity under one integrated platform on SGX, and build
Asia’s largest one-stop venue for international FX OTC
and futures participants,” concluded Mr. Loh.
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Singapore Exchange Welcomes the Listing of Lion-
OCBC Securities China Leaders ETF

On August 2, 2021, Singapore Singapore Exchange
(SGX) welcomed the listing of Lion-OCBC Securities
China Leaders ETF with assets under management
(AuM) of S$83 million, providing investors with growth
opportunities offered by leading companies in China, the
world’s second largest economy.
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The ETF covers 80 large Chinese companies across 12
industries, including information technology, consumer
and financials that collectively make up more than two-
thirds of the portfolio. Its largest constituents comprise
Tencent Holdings, Kweichow Moutai, Meituan, Ping An
Insurance and Contemporary Amperex Technology.

Retall investors and digital investing platforms continue
to drive record growth of ETF-managed assets in
Singapore. As at June 2021, the combined AuM of these
segments accounted for over a third of the S$10 billion
in ETF assets in Singapore, which was 70% higher
compared to a year ago.

Gerard Lee, Chief Executive Officer at Lion Global
Investors, said, “The merits of investing in China are
beyond doubts, made more so by geopolitical events of
the last few years. As a result, investors now have a
much better understanding of what leading Chinese
companies can offer owing to extensive coverage by the
media. Typically, most investors express their bets on
China via commingled funds, overseas ETFs or direct
stock purchase. Our last ETF listed in December 2020,
Lion-OCBC Securites Hang Seng TECH ETF,
demonstrated the keen demand for a Singapore-listed
ETF even when such products are available elsewhere.
With this positive experience, we are confident that the
forthcoming Lion-OCBC Securities China Leaders ETF
will be warmly received.”

Wilson He, Managing Director of OCBC Securities, said,
“In today’s world, we cannot deny the decisive role
China plays in the global economy and in re-shaping the
business landscape. The way China influences the
global economy is multi-faceted and China's rise
provides a good opportunity for customers to ride this
wave of growth. Given the success of our first ETF
launch last year, it's a clear indication that customers are
looking for more ways to expand their investment
portfolio in a more calibrated manner. We are confident
that Lion-OCBC Securities China Leaders ETF will be
an attractive proposition to those who are looking to
diversify their portfolio to include China stocks.”

Michael Syn, Head of Equities at SGX, said, “China
continues to offer a compelling growth story and this
ETF enables investors to access well-established and
resilient industries as well as fast-growing, consumer-
led trends, in one setting. Whilst the initial offer period
coincides with a time of high market volatility, the strong
investor reception is an indication of investors’
confidence in Lion Global’s ability in running the ETF.
We are pleased to welcome this ETF to SGX's multi-
asset platform and we look forward to more innovative
products from the OCBC Group.”

The Lion-OCBC Securities China Leaders ETF is the
second ETF listing by Lion Global Investors and OCBC
Securities, following the listing of the Lion-OCBC

Securities Hang Seng Tech ETF, which has tripled its
AuM to S$200 million since its launch in December 2020.
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The Financial Conduct Authority of the United
Kingdom Publishes Final Rules to Strengthen
Investor Protections in Special Purpose Acquisition
Companies

On April 30, 2021, the Financial Conduct Authority of the
United Kingdom (FCA) consulted on proposals to
remove the presumption of suspension for special
purpose acquisition companies (SPACs) that meet
certain criteria which are intended to strengthen the
protections for investors, while maintaining the smooth
operation of the market. The proposed changes were
designed to provide an alternative approach for SPACs
that must otherwise provide detailed information about a
proposed target to the market to avoid being suspended.

The additional investor safeguards that the FCA will
require SPACs to provide in order to benefit from the
alternative approach include:

e a'‘redemption’ option allowing investors to exit a
SPAC prior to any acquisition being completed

e ensuring money raised from  public
shareholders is ring-fenced

e requiring shareholder approval for any
proposed acquisition

e atime limit on a SPAC’s operating period if no
acquisition is completed

SPAC issuers unable to meet the conditions, or those
choosing not to, will continue to be subject to a
presumption of suspension.

In response to feedback received, the main changes the
FCA has made to its original proposals are to:

Lower the minimum amount a SPAC would need to raise
at initial listing from £200 million to £100 million.

Introduce an option to extend the proposed 2-year time-
limited operating period (or 3-year period if shareholders
have approved a 12-month extension) by 6 months,
without the need to get shareholder approval. The
additional 6 months will only be available in limited
circumstances. This is intended to provide more time for
a SPAC to conclude a deal where a transaction is well
advanced.

Modify its supervisory approach to provide more comfort
prior to admission to listing that an issuer is within the
guidance which disapplies the presumption of
suspension.

The final rules aim to provide more flexibility to larger
SPACs, provided they embed certain features that
promote investor protection and the smooth operation of
the markets. Private companies listing in the UK via a
SPAC will also still be subject to the full rigour of the
FCA’s listing rules and transparency and disclosure
obligations.

SPACs continue to have risks and remain a more
complex investment, which investors should ensure they
can adequately assess and understand before investing.
This includes understanding their capital structure, such
as the risk of conflicts of interest, dilution from shares
allocated to sponsors, and assessing the potential value
and return prospects of any proposed acquisition target.
Investors, particularly individual investors, should
carefully consider all available information and risks
before deciding whether to invest in a SPAC, regardless
of whether a SPAC has structured itself to comply with
the new rules and guidance.

The new rules and guidance come into force on August
10, 2021.
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Australian Securities and Investments Commission
Releases Guidance and Customer Information
Requirements to Implement the New Add-on
Insurance Deferred Sales Model

On July 28, 2021, Australian Securities and Investments
Commission (ASIC) released a new regulatory guide
and final customer information requirements as part of
its work to implement the new deferred sales model for
add-on insurance (RG 275).

The deferred sales model introduces a mandatory four-
day pause between the sale of a principal product or
service and the sale of add-on insurance. The deferred
sales model was introduced by Parliament in December
2020, following a recommendation of the Financial
Services Royal Commission (Royal Commission). The
Royal Commission found numerous issues in the add-
on insurance market, including poor-value products,
unfair sales practices and outcomes, and worse claims
outcomes than in other insurance markets.

RG 275 provides guidance to industry as they prepare
to comply with the deferred sales model from 5 October
2021. 1t follows consultation on the draft proposals with
stakeholders (see CP 339 Implementing the Royal
Commission recommendations: The deferred sales
model for add-on insurance).

As required by the reforms, ASIC has made an
instrument specifying the information that must be given
to a customer to start the four-day deferral period, and
how that information must be given.

Deputy Chair Karen Chester said, 'This is a key
Government reform aimed squarely at improving
consumer outcomes in the add-on insurance market.
The pause in the sales process will give people time to
consider the insurance they've been offered and
compare it with alternatives. It will reduce the risk of
people buying insurance on the spot that is poor value
or just not right for them."'

'ASIC’s work will help businesses prepare for the new
sales model. The input we've received from industry and
consumer representatives has been invaluable. It has
enhanced our regulatory guidance and the customer
information requirements.’

‘The deferred sales model is part of a suite of
Government reforms in the insurance sector that will
improve how insurance products are designed and sold,
and how claims are managed.'

ASIC will continue to engage with industry in the lead up
to the new laws commencing.

Moneysmart has information for consumers about add-
on insurance including what the deferred sales model
means for them.
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China Securities Regulatory Commission
Spokesperson  Answered Reporter Question
Regarding Recent Statement by the U.S. SEC

Reporters: A recent statement by the U.S. Securities
Exchange Commission (SEC) outlined additional
disclosure requirements for China-based companies
seeking to list on the U.S. securities market. What is the
China Securities Regulatory Commission (CSRC)’s
comment on this matter?

CSRC Spokesperson: The capital markets in China
and the U.S. both have global significance and are
increasingly interconnected. As growing numbers of
companies, investors, and financial services providers
are participating in each other’'s markets, strengthening
regulatory cooperation is the inevitable path. We've
taken notice of the recent statement made by the SEC,
especially the new disclosure requirements for
registration filers. It is our belief that Chinese and U.S.
regulators shall continue to enhance communication

with the principle of mutual respect and cooperation, and
properly address the issues related to the supervision of
China-based companies listed in the U.S., so as to form
stable policy expectations and create benign rules
framework for the market.

The CSRC has always been open to companies’
choices to list their securities on international or
domestic markets in compliance with relevant laws and
regulations. Regardless of their listing venues,
companies shall abide by applicable laws, regulations,
and regulatory requirements in both their listing
jurisdiction and operating jurisdiction. Currently,
Chinese authorities are taking measures to promote
orderly development of certain industries. The purpose
of these measures is to balance development with
security and enhance sustainable development of
market entities. In the course of policy-making and
implementation, the CSRC will communicate and
engage closely with different stakeholders including
investors, companies and relevant authorities to further
promote transparency and certainty of policies and
implementing measures of them.

China is unswervingly committed to its basic state policy
of reform and opening-up. The financial services sector
of China will open wider to the outside world and more
opening-up measures will be rolled out to serve the high-
quality development of China’s capital markets.

Since 2021, the Chinese economy has witnessed
sustained and stable recovery and steady growth. Many
promising companies are growing rapidly in China,
which are potential high-quality issuers in capital
markets. In an improving market ecosystem, listed
companies that have solid operating performance and
good corporate governance will naturally attract global
investors. We see great certainty in the prospects of
sustainable and healthy development of China’s capital
markets.
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Shenzhen Stock Exchange Releases Supporting
Rules for the Listing of NEEQ-listed Companies on
the ChiNext Board to Ensure Steady Transfer

To smoothly promote the implementation of the
regulations on the Moving of companies from the select
tier of the National Equities Exchange and Quotations
(NEEQ) to the ChiNext Board, Shenzhen Stock
Exchange (SZSE) released the supporting business
rules on July 23, 2021. Those rules include the Business
Guidelines for the Review of the Listing on the ChiNext
Board No. 3 — Content and Format of the Report on the
Listing of NEEQ-listed Companies on the ChiNext Board,
the Business Guidelines for the Review of the Listing on
the ChiNext Board No. 4 —Application Documents for the
Listing of NEEQ-listed Companies on the ChiNext Board,
the Guidelines on the Content and Format of the Letter
of Sponsorship for the Listing on the ChiNext Board
(Revised in 2021), and the Guidelines for the Handling
of the Application Documents for the Listing on the
ChiNext Board (Revised in 2021).

The release of the foregoing supporting rules is a
concrete measure adopted by SZSE to implement the
guiding principles of relevant instructions of the China
Securities Regulatory Commission (CSRC) and refine
the requirements of the Measures for the Listing of
NEEQ-listed Companies on the ChiNext Board (Trial).
The supporting rules have laid out the information
disclosing principles and main content and format of the
report on the listing of NEEQ-listed companies on the
ChiNext Board, and the requirements on the application

documents, providing a clearer path for practical
operation and ensuring institutional connection for the
implementation of the listing of NEEQ-listed companies
on the ChiNext Board. In formulating or revising those
rules, SZSE has followed the following principles.

First, with the IPO rules as the basis, SZSE has
ensured the consistency of information disclosure
principles. In view of certain difference between the
ChiNext Board and the NEEQ in investor composition,
review standards and regulatory requirements and to
ensure the completeness of information disclosure and
continuity of rules, the information disclosure
requirements on the listing of NEEQ-listed companies
on the ChiNext Board have been kept generally
consistent with those on IPO on the ChiNext Board. The
guidelines on the report and application documents for
moving to the ChiNext board are based on the existing
requirements on the content and format of the
prospectus for IPO on the ChiNext Board and the
requirements on the IPO application documents, with
adaptive adjustment made.

Second, with investor demand as the orientation,
SZSE has emphasized the principles of materiality
and effectiveness of information disclosure. Based
on practices of IPO information disclosure, SZSE has
optimized partial information disclosure requirements in
the guidelines on the report on the listing of NEEQ-listed
companies on the ChiNext Board, further highlighting
the principles of materiality, effectiveness and
pertinence. SZSE has defined the specific applicable
scope of the principle of materiality, reduced and
optimized the overview section, and moved the
paragraphs about intermediaries and their personnel
information to “Attachments”. In the “Basic Information”
section, disclosure of information about the company’s
shareholders with a shareholding ratio of over 5% and
that about other enterprises controlled by its de facto
controller is no longer required. In addition, SZSE has
deleted enumerative and lengthy disclosure of
independent events, highlighted the disclosure of
independent flaws and rectification results, and removed
enumeration of specific accounting policies.

Third, SZSE has made full use of the achievements
in the review and continuous regulation of the select
tier, and leveraged regulatory synergy. Considering
that companies in the select tier have been listed on the
NEEQ for over a year, in the guidelines on the report on
the listing of NEEQ-listed companies on the ChiNext
Board, SZSE has properly reduced the content for
disclosure that has already been disclosed to the public
on the NEEQ market. For example, SZSE has simplified
the requirements on disclosure of information on
company history and compliance, the requirements on
the application documents for listing, etc., to truly reduce
the burdens of market entities. In the meantime, based
on the characteristics of the listing of NEEQ-listed

16



J M L

companies on the ChiNext Board, SZSE has added the
requirement of disclosing the company’'s standard
operation information during its listing.

With the release of the supporting rules for the listing of
NEEQ-listed companies on the ChiNext Board, SZSE
has basically completed the preparations for the listing
of NEEQ-listed companies in the select tier on the
ChiNext Board. Next, SZSE will, under the leadership of
CSRC and the work philosophy of being “open-minded,
transparent, honest and impatrtial”, steadily advance the
handling and review work concerning the listing of
NEEQ-listed companies in the select tier on the ChiNext
Board. By giving full play to the functions of the capital
market as a hub, SZSE will facilitate dynamic connection
among multi-tiered capital markets and better support
the development of innovative enterprises and startups,
thus further improving the capability of the capital market
in serving the real economy.
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Shenzhen Stock Exchange Fully Supports Henan in
Flood Control, Disaster Relief and Post-disaster
Reconstruction

Unusually heavy rainfalls have recently hit Henan
Province, causing severe flooding in a number of its
cities including Zhengzhou and inflicting heavy
casualties and property losses. After the disaster
occurred, the CPC Central Committee and the State
Council have attached great importance. General
Secretary Xi Jinping immediately gave important
instructions, requiring the government to always put the
people’s life and property safety in the first place, quickly
organize forces to control the flood and provide disaster
relief, and do a good job in helping the people afflicted
by the disaster and ensuring hygiene and disease
control.

The nation has stood together through storm and stress.
Shenzhen Stock Exchange (SZSE) has resolutely
implemented General Secretary Xi Jinping’s important
instructions and the decisions and plans of the CPC
Central Committee and the State Council. By fully
leveraging the functions and roles of the capital market
as a platform and hub and with an emphasis on
supporting Henan in flood control, disaster relief and
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post-disaster reconstruction, SZSE has helped Henan-
based market entities restore development.

First, SZSE has exempted listed companies whose
registered addresses are in Henan from paying the 2021
initial listing fee, annual listing fee and the online voting
service charge for general meetings, to reduce their
burdens. Second, for bonds, asset-backed securities,
etc. proceeds from which will be mainly used in disaster
relief and post-disaster reconstruction or which are
issued by enterprises in hard-hit regions, SZSE has
established a green review channel for issuance and
relaxed the time limit for the handling of issuance of
relevant products. In the review of IPO and refinancing
on the ChiNext Board, Henan-based enterprises that are
unable to reply to SZSE'’s letters of inquiry on time
because of the disaster may apply to suspend the review
based on their own situation. Third, SZSE has guided
SZSE-listed companies and members to adopt
proactive measures to support flood control, disaster
relief and post-disaster reconstruction, and actively fulfill
social responsibilities. Fourth, SZSE has carried out
thematic campaigns such as “Listed Companies in
Henan” to strength investors’ confidence in listed
companies in Henan. SZSE has held the capital market
cultivation service activities to first meet the training
needs of Henan-based companies. Fifth, SZSE has
donated RMB10 million to the Henan Charity General
Foundation, to fully support Henan in flood control,
disaster relief and post-disaster reconstruction. Sixth,
SZSE has fully leveraged the advantages of the
localized services of the SZSE Henan Service Center to
actively provide high-quality capital market services,
contributing our bit to help Henan restore economic and
social development as quickly as possible.
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Shenzhen Stock Exchange Launches the CNI
Xiangmi Lake Green Finance Index

Shenzhen Stock Exchange (SZSE)'s wholly-owned
subsidiary Shenzhen Securities Information Co., Ltd.
and the People’s Government of Futian District,
Shenzhen jointly launched the CNI Xiangmi Lake Green
Finance Index (Green Finance, Code: 980052) on
August 2, 2021. As the first stock index in China that
reflects the development of the green finance industry, it
further shows the operating characteristics of listed
companies in the green finance industry, facilitates
Shenzhen, as a forerunner, to practice the concept of
green development and build a green financial system,
and assists in achieving the strategic goals of peak
carbon emissions and carbon neutrality. SZSE’s
President & CEO Sha Yan attended the launch
ceremony.

In March 2021, General Secretary Xi Jinping
emphasized in his important speech at the meeting of
the Central Committee for Financial and Economic
Affairs that to peak carbon emissions and achieve
carbon neutrality is an extensive and profound systemic
reform for the economy and society, and should be
incorporated into the overall layout of building an
ecological civilization. He indicated that China will
achieve the goals of peaking carbon emissions by 2030
and achieving carbon neutrality by 2060. This fully
shows that the CPC Central Committee with Comrade
Xi Jinping at its core has attached great importance to,
promoted from the high position, and planned in the top
level the work concerning achieving peak carbon
emissions and carbon neutrality. Improving the green
finance system, developing the green finance industry,
and supporting the development of green, low-carbon
enterprises are important drivers to realize the goals of
achieving peak carbon emissions and carbon neutrality

18



J M L

and are also incumbent responsibilities and missions of
the capital market.

Under the unified leadership of China Securities
Regulatory Commission, SZSE has fully functioned as a
market center and platform to actively serve the rapid
development of green enterprises. Currently, there are
nearly 260 SZSE-listed companies in the green industry.
They are from various fields including energy
conservation & environmental protection, new energy
and ecological restoration. In addition, a group of leading
enterprises sprang up, showing the agglomeration and
demonstration effects within the industry. Statistically,
SZSE-listed companies registered total green income of
RMB886.2 billion in 2020, and more than 170 of them
recorded over 20% green income in their total income.

The first green finance index includes 50 SZSE-listed
and HKEX-listed companies that are related to green
finance business by order of green finance score and
total capitalization. Currently, the underlying stocks
cover 24 SZSE-listed stocks and 26 HKEX-listed stocks
from fields like banking, diversified financials, industrial
services and basic materials, with renowned enterprises
like PING AN (02318.HK), CM BANK (03968.HK),
GUOSEN SECURITIES (002736) and BOW (300070)
included. It is estimated that from December 31, 2012 to
June 30, 2021, the cumulative return of the Green
Finance Index is 48%, reflecting sound development
momentum in the Chinese green finance industry.

Relevant leadership of SZSE said that SZSE is focusing
on building an index system with “Shenzhen Component
Index + ChiNext Index and Shenzhen 100 Index” at its
core and launching a batch of indexes with Chinese new
economy characteristics centering on such themes as
green development, technological innovation and social
responsibility. The launch of the Green Finance Index is
a concrete measure to put in place steps toward the
goals of achieving peak carbon emissions and carbon
neutrality and serve the strategy of developing the
Guangdong-Hong Kong-Macau Greater Bay Area and
supporting Shenzhen in building a pilot demonstration
area of socialism with Chinese characteristics, which
could help guide financial resources to actively support
ecological conservation and encourage the capital
market to better serve the development of the real
economy. Next, SZSE will continue to follow the
guidance of Xi Jinping Thought on Socialism with
Chinese Characteristics for a New Era and fully apply
the new development philosophy. SZSE will strengthen
the R&D of indexes and the building of the index product
system, diversify green investment targets, and support
the development of the green industry. SZSE will also
work to form an industrial structure that conserves
resources and protects the environment, support the
work concerning achieving peak carbon emissions and
carbon neutrality, and better serve the green
development of the Guangdong-Hong Kong-Macau

Greater Bay Area and Shenzhen as a pilot
demonstration area, actively contributing our bit to
China’s pursuit of green, low-carbon and high-quality
development.
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