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China Offers All Investors Greater Business Access

On November 22, 2019, China is opening more
industries for both domestic and foreign investors with
the release of its new and shortened negative list for
market access for 2019. The new list now comprises 131
items, down from 151 in the 2018 version,
demonstrating China's continued willingness to deepen
the reforms and open up its economy.

The new list will ease market access to a number of
sectors, including the establishment of nursing homes
and social welfare institutions, to further relax market
barriers and boost market vitality. It also includes newly
established access measures such as registration of
initial public offerings on the science and technology
innovation board.

For industries not on the negative list, foreign investors
are given treatment equal to that of domestic Chinese
investments.
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Hong Kong Securities and Futures Commission
Issues Circular in Relation to the Clearing and
Record Keeping Rules for the OTC Derivatives
Regime — Changes to the List of Persons Designated
as Financial Services Providers

On November 22, 2019, the Hong Kong Securities and
Futures Commission (SFC) issued a circular to inform
that the revised list of persons designated as financial
services providers (FSPs) for the purposes of the
Securities and Futures (OTC Derivative Transactions -
Clearing and Record Keeping Obligations and
Designation of Central Counterparties) Rules (Clearing
Rules) was gazetted, and becomes effective on January
1, 2020.

Licensed Persons are reminded that if their average total
position in OTC derivatives during a Calculation Period
reaches the corresponding Clearing Threshold (USD20
billion), relevant OTC derivative transactions they enter
into on and after the corresponding Prescribed Day,
including those with FSPs must be centrally cleared in
accordance with the Clearing Rules.
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Singapore Exchange Regulation Proposes to
Remove Minimum Trading Price Rule

On November 28, 2019, in light of reducing manipulation
risk, Singapore Exchange Regulation proposes to
remove Minimum Trading Price (MTP) Rule.

Under MTP framework, a company enters the MTP
watch-list if its share price is below SGDO0.20 and its
market capitalization is below SGD40 million.
Companies have 3 years to exit the watch-list, failing
which it may be delisted.

The public consultation is open till December 27, 2019.
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Hong Kong Exchanges and Clearing Limited Signs
Memorandum of Understanding with Shanghai
Shipping Exchange

On November 28, 2019, Hong Kong Exchanges and
Clearing Limited announced it has signed a
Memorandum of Understanding (MOU) with the
Shanghai Shipping Exchange in Shanghai for mutual
cooperation in financial and shipping markets, and to
promote the international development of Mainland
China’s shipping indices.

Under the terms of the MOU, the exchanges will
cooperate in areas including market research and
promotion, product development and training, with the
aim of promoting the business development of the
Mainland’s shipping indices.
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U.S. Securities and Exchange Commission
Proposes to Modernize Regulation of the Use of
Derivatives by Registered Funds and Business
Development Companies

On November 25, 2019, the U.S. Securities and
Exchange Commission proposed a new rule designed
to enhance the regulation of the use of derivatives by
registered investment companies, including mutual
funds, exchange-traded funds and closed-end funds, as
well as business development companies.

The proposed rule under the Investment Company Act

include the following:

e Derivatives Risk Management Program. The
proposed rule would generally require a fund to
implement a written derivatives risk management
program.

e Limit on Fund Leverage Risk. A fund relying on the
proposed rule would generally have to comply with
an outer limit on fund leverage risk based on value-
at-risk.

e Exception for Limited Users of Derivatives. The
proposed rule would provide an exception from the
program requirement.

e Alternative Conditions for Certain Leveraged or
Inverse Funds. The proposed rule includes a set of
alternative conditions for certain leveraged or
inverse funds.

e Reverse Repurchase Agreements. The proposed
rule would also permit a fund to enter into reverse
repurchase agreements subject to conditions
tailored to these transactions.

The comment period for the proposal will be 60 days.
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U.S. Commodity Futures Trading Commission
Orders Goldman Sachs & Co. LLC to Pay US$1
Million for Recordkeeping Violations

On November 26, 2019, the U.S. Commodity Futures
Trading Commission (CFTC) issued an order settling
charges against Goldman Sachs & Co. LLC (Goldman)
for failing to make and keep certain audio recordings as
required under CFTC regulations for swap dealers.

The order finds that Goldman began using recording
hardware to record the phone lines of trading and sales
desks in March 2013. In January 2014, after the
installation of a software security patch in one of
Goldman'’s offices, the recording hardware in that office
restarted prematurely and, as a result, failed to record
audio. Goldman was unaware of the error for
approximately three weeks, at which point Goldman
identified the failure and re-engaged the recording
system.

The order requires Goldman to pay a US$1,000,000 civil
monetary penalty.
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Financial Conduct Authority of the United Kingdom
Bans Promotion of Speculative Mini-bonds to Retail
Consumers

On November 26, 2019, the Financial Conduct Authority
(FCA) of the United Kingdom has announced it will ban
the mass marketing of speculative mini-bonds to retail
customers.

The FCA ban will mean that unlisted speculative mini-
bonds can only be promoted to investors that firms know
are sophisticated or high net worth. Marketing material
produced or approved by an authorized firm will also
have to include a specific risk warning and disclose any
costs or payments to third parties that are deducted from
the money raised from investors.

The restriction will come into force on the January 1,
2020 and last for 12 months while the FCA consults on
making permanent rules.
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Australian Securities and Investments Commission
Reports on Compliance with Financial Advice Fee
Disclosure Obligations

On November 28, 2019, the Australian Securities and
Investments Commission (ASIC) issued a report about
financial advice fee disclosure obligations.

ASIC has found that consumers receiving financial
advice could be at risk of receiving wrong information
about advice fees, or in some cases, being charged fees
after ongoing fee arrangements have terminated.

ASIC said that its review has found non-compliance with
fee disclosure obligations may be an industry-wide
problem. Non-compliance by fee recipients ranged from
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less material and technical breaches to more significant
breaches.

ASIC is strongly urging all Australian financial services
licensees to immediately take steps to improve the
robustness of their compliance measures.
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Shanghai Stock Exchange Issues Notice of Publicly
Soliciting Opinions on “SSE Implementation
Measures on Shanghai-Hong Kong Stock Connect
Business (2nd Amendment in 2019, Draft for
Comment)”

On November 22, 2019, according to the joint
announcement on implementing the southbound
investors identification code system of Shanghai-Hong
Kong Stock Connect and Shenzhen-Hong Kong Stock
Connect released by the China Securities Regulatory
Commission and the Hong Kong Securities and Futures
Commission (SFC) and relevant arrangement, the
Shanghai Stock Exchange (SSE) plans to amend the
“SSE Implementation Measures on Shanghai-Hong
Kong Stock Connect Business” and add relevant articles
in regard to providing investors information and other
relevant information to the SFC and the Stock Exchange
of Hong Kong Limited.

SSE hereby solicits opinions from the public and the
deadline for submitting feedbacks is December 6, 2019.

EBIESHZHABMAT ( LBIESFZHAPEEL S
HE73%(2019 B REIT) (ERBRR)) AFERE
W EYEH

2019 £ 11 B 22 B, #iREFEIESESMEBIES LA
RELZKREZRS (BBILLES) XTI FAREEED
BRFIRDDH ENBEEAERIBXZH, EBIEAERD
B (E32Fr) U3 € EBIESR B AP B &5 LS E)
BT, X T REBILESNEBREX AR
NEREREE TR REME X BTREMNEREK

XS AFERER, B REEIEREXN 2019
F£1286H.

Source Ej&:
english.sse.com.cn/aboutsse/news/newsrelease/c/4954500.s
html

Dubai Financial Services Authority Issues
Consultation Paper for SME Listings

On November 13, 2019, the Dubai Financial Services
Authority (DFSA) has issued a consultation paper that
outlines the DFSA's proposals for a regulatory regime
that permits Small and Medium Sized Enterprises
(SMEs) to list their shares on an Authorized Market
Institution in the Dubai International Financial Centre
(DIFC).

The DFSA seeks to enable SMEs to access equity
capital markets in or from the DIFC by providing
appropriate and proportionate regulatory standards,
while at the same time providing adequate levels of
investor protection.

Comments must be provided by January 12, 2020.
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Ontario Securities Commission of Canada Makes
Doing Business Easier for Ontario Market
Participants

On November 19, 2019, the Ontario Securities
Commission of Canada is moving forward with more
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than 100 specific actions to reduce burden for market
participants doing business in Ontario’s capital markets.

Highlights include:

e Small and medium-sized businesses will see clear
service standards for compliance reviews, and, in
appropriate cases, be able to hire a Chief
Compliance Officer (CCO) who acts in that role for
other, unaffiliated firms. Companies will see more
support for raising capital in the public markets,
through a confidential prospectus review process
prior to announcing an IPO or other financing.

e Innovative businesses and startups will receive
more flexibility to registration, resales in the
secondary market, and other regulatory
requirements. Individuals applying to be CCO of
fintech firms will be assessed based on their
qualifications and on their broader business
experience, and how the experience aligns with the
firm’s business model. Startups seeking financing
will see crowdfunding rules harmonized across the
country.

e lLarge businesses will see duplicative filing
requirements eliminated in investment funds and
registration rules; and delivery of documents, like
prospectuses, electronically. Public companies will
have the ability to conduct at-the-market offerings
without obtaining prior exemptive relief.

The changes will make it easier to start, fund and grow
a business in Ontario, and make Ontario’s markets more
competitive.
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Cyprus Securities and Exchange Commission
Consults on the Introduction of Investment-based
Crowdfunding Rules

On November 15, 2019, the Cyprus Securities and
Exchange Commission (CySEC) issued a Consultation
Paper on adopting rules for investment-based
crowdfunding.

CySEC’s proposal to introduce a Crowdfunding
Directive  relates solely to investment-based
crowdfunding through transferable securities and
excludes loan-based, reward-based and donation-
based crowdfunding.

The licensing regime will classify crowdfunding service
provides as Cyprus Investment Firms dealing in
Transferable Securities but will be subject to additional
provisions as they relate to investor protection for
investment-based crowdfunding.

CySEC expects its initiative to alleviate some but not all
of the risks involved in investment -based crowdfunding
and enhance investor protection therein.
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Swiss Financial Market Supervisory Authority
Adopts New Approaches on Value Adjustments for
Default Risks

On November 14, 2019, the Swiss Financial Market
Supervisory Authority (FINMA) is reorganizing the
provisions on accounting principles for banks and is
publishing the new FINMA Accounting Ordinance and
the fully revised “Accounting-banks” circular.

It is adjusting the method for forming value adjustments
for default risks by adopting new approaches to
expected losses or inherent default risks. Only
systemically important banks are required to model the
expected losses in detail in their credit portfolios.

The ordinance and circular will come into force on
January 1, 2020.

WtSeMTHEEERRNBARKERAFROMERE
ik

2019 £ 11 A 14 H, H1+£mmhpEEEIER (FINMA)
BRIEABREXARTSHRNNRE, FEBHH
(FINMA £1TH&B1) (56)) ML LTEEEITHN “Sit-1R
17" R (RR).

ZIE R IE RIS X AR T AR N N AR AN EE

BAN; St EANENMERENER T TEE.

RERRRGEEMMRTERBERNHERAGTH
TR R AERTF A RIS .

ZEBIFBEETF 2020 E 1 B 1 HAER.

Source FK&:
finma.ch/en/news/2019/11/20191114-mm-rechnungslegung

The GEM Listing Committee of Stock Exchange of
Hong Kong Limited Criticizes Mr. Guo Xia William,
Executive Director and Chairman of China Health
Group Inc. for Breaching the GEM Listing Rules and
the Director’s Undertaking

On December 2, 2019, the GEM Listing Committee of
The Stock Exchange of Hong Kong Limited (Committee)

CRITICISES:

Mr Guo Xia William (Mr Guo), executive director (ED)
and Chairman of China Health Group Inc. (Company)
(Stock Code: 8225) for his breaches of Rule 5.56(a)(ii)
of the Rules Governing the Listing of Securities on GEM
of The Stock Exchange of Hong Kong Limited (GEM

Listing Rules) and his obligations under the Declaration
and Undertaking with regard to Directors given to the
Exchange in the form set out at Form A at Appendix 6 to
the GEM Listing Rules (Undertaking) by failing to comply
with the GEM Listing Rules to the best of his ability.

FINDINGS OF BREACH BY THE COMMITTEE

The Committee makes findings of breach and concludes
as follows:

Breach of Rule 5.56(a)(ii) of the GEM Listing Rules

Mr Guo purchased a total of 6,020,000 shares in the
Company between Aprii and November 2017
(collectively, Transactions) during the period of 30 days
immediately preceding the publication date of the
quarterly results and half-year results (Blackout Periods).
Accordingly, Mr Guo breached Rule 5.56(a)(ii) of the
GEM Listing Rules.

Breach of the Undertaking

Mr Guo failed to take adequate steps to ensure GEM

Listing Rule compliance. In discharge of his Undertaking

to comply with the GEM Listing Rules to the best of his

ability, Mr Guo:

should have adequately supervised his office

assistant;

e should have informed his securities brokers in
advance of the commencement of the Blackout
Periods; and

e ultimately, should have ensured that the
Transactions did not occur during the Blackout
Periods.

Notwithstanding the fact that he had sought dealing
clearances to carry out the Transactions during the
Blackout Periods, in this case, Mr Guo also breached his
Undertaking to comply with the GEM Listing Rules to the
best of his ability.

REGULATORY CONCERN

The Committee regards the breaches in this matter as
serious:

(@) The requirements governing directors’ securities
dealings are designed to remove/mitigate any suspicion
of abuse by directors of listed companies of price
sensitive or inside information that they may have or be
thought to have, especially during periods immediately
before publication of financial results. Directors’ strict
compliance with the securities dealing requirements
under Rule 5.56(a) is of fundamental importance to the
integrity and confidence in the governance of individual
listed issuers and the wider securities market in Hong
Kong.
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(b) The Exchange views the strict compliance with the
securities dealing requirements seriously. Directors
must exercise due care in conducting and authorizing
securities dealings.

(c) The Transactions spanned over three Blackout
Periods and involved 32 transactions. The seriousness
of Mr Guo’s breaches in this case is aggravated by his
repeated failures to comply with the securities dealing
restrictions.

(d) A specific function may be delegated to appropriately
qualified staff but not the ultimate responsibility for
performance of that function by Directors. Mr Guo was
obliged to consider the GEM Listing Rule implications,
adequately supervise the performance of the delegated
function, and apply his mind to GEM Listing Rule
compliance. Mr Guo did not take sufficient steps in this
case to ensure the compliance with Rule 5.56(a)(ii).
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The First A-share Private Placement Convertible
Bond Successfully Issues on Shenzhen Stock
Exchange

On December 3, 2019, Shenzhen Stock Exchange
(SZSE) King-Strong New Material Technology Co. Ltd.,
a listed company on ChiNext, completed the registration
of issuing a private placement convertible bond for asset
purchase on Shenzhen Stock Exchange. It is the first A-
share private placement convertible bond completed
registration, marking the formal launch of the private
placement convertible bond product.

As an innovative restructuring payment instrument,
private placement convertible bonds enrich the payment
methods of consideration, better meet the diversified
needs of trading parties, and provide a rich set of
transaction schemes.
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SZSE would further optimize the business procedures
for the registration, conversion and assignment of
private placement convertible bonds based on this first
product, so as to provide more convenient and efficient
services for listed companies. It would also steadily
advance the pilot work of private placement convertible
bonds and constantly enhance the marketization of M&A
to fully stimulate the vitality of the market for a
continuous quality improvement of listed companies.
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Shanghai Stock Exchange Releases Notice of “SSE
Rules for Reviewing Significant Asset
Reorganization of Listed Companies on SSE STAR
Market”

On November 29, 2019, in order to standardize the
examination work of the significant asset reorganization
of listed companies on the SSE STAR market and
protect legitimate rights and interest of investors,
according to relevant regulations including the
“Implementation Opinions on Launching SSE STAR
Market and Piloting Registration - based IPO System on
SSE”, the “Measures (Trial) on Continuous Regulation
on Listed Companies on SSE STAR Market” and the
“Special Regulations on Significant Asset
Reorganization of Listed Companies on SSE STAR
Market”, the Shanghai Stock Exchange (SSE) released
the “SSE Rules for Reviewing Significant Asset
Reorganization of Listed Companies on SSE STAR
Market” that shall come into force on the date of release.
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Information in this update is for general reference only
and should not be relied on as legal advice.
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