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Hong Kong Securities and Futures Commission and
The Stock Exchange of Hong Kong Limited Issue
Joint  Statement in Relation to Results
Announcements in light of Travel Restrictions
Related to the Severe Respiratory Disease
Associated with a Novel Infectious Agent

On February 4, 2020, Hong Kong Securities and Futures
Commission (SFC) and Hong Kong Stock Exchange of
Hong Kong Limited (the Exchange) issues joint
statement to provide guidance to listed companies and
their auditors in relation to the disclosure of financial
information in view of travel and other restrictions that
have arisen in response to the outbreak of the Severe
Respiratory Disease associated with a Novel Infectious
Agent (SRD).

Reporting Requirements under the Listing Rules

Travel and other restrictions that have arisen in
connection with the recent SRD outbreak may disrupt
the reporting or audit processes of certain issuers. If a
listed issuer believes there is a real possibility that, as a
result of the SRD restrictions, it will be unable to publish
a preliminary announcement of results (or, as the case
may be, issue audited financial statements) in
accordance with the relevant requirement under the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the Listing Rules), it
should contact the Exchange as early as possible to
discuss the situation.

The impact of the SRD outbreak on a listed issuer and
its auditors’ work will vary according to their individual
circumstances. An affected issuer should provide the
Exchange with, to the extent possible, (1) a description
of the travel and other restrictions which have affected
its auditing or reporting process, (2) where available, an
account of why these restrictions have meant that it is
unable to comply with the relevant reporting
requirements set out in the Listing Rules, (3) the
financial information that it is nevertheless still able to
report on, and (4) explain whether the accuracy,
completeness and presentation of the financial
information available is believed to have been adversely
affected and, if so, to what extent.

Financial Services
Regulatory Update

TRk S B E R/

2020.02.07

Where an issuer is unable to obtain agreement from its
auditors but is otherwise in all respects able to publish
its preliminary results in full compliance with the other
reporting requirements set out in the Listing Rules, it
should publish such preliminary results (without the
agreement with its auditors) on or before the deadline.
In such cases, the Exchange will normally allow trading
in the securities of the issuer to continue.

In all other cases, the issuer should consult with the
Exchange as soon as possible on the financial
information that it is able to report on. The Exchange, in
consultation with the SFC, will assess whether
publication of this information will be sufficient to
maintain an orderly, informed and fair market so that
trading in the securities of the listed issuer can continue.
The issuer should therefore be reasonably satisfied that
this information is accurate and complete in all material
respects. For example, where there are uncertainties
relating to the valuation of assets or liabilities, the issuer
should describe what those uncertainties are and state
how they may affect the valuation of such items in order
to allow investors to evaluate their significance. It is the
overall objective of the Exchange and the SFC to
minimize disruptions to trading while ensuring that the
investing public continues to receive sufficient
information to make informed investment decisions. In
making their assessment, the Exchange and the SFC
will consider the views of the issuer’s audit committee on
the unaudited financial information available to the
issuer.

The Exchange reminds listed issuers to engage with
their auditors to discuss their audit plans and timetables,
and to closely monitor any new developments.

Disclosure of Inside Information

The Securities and Futures Ordinance provides that,
subject to specified exceptions, a listed corporation
must, as soon as reasonably practicable after any inside
information has come to its knowledge, disclose the
information to the public. If a listed issuer’s business
operations, reporting controls, systems, processes or
procedures are materially disrupted by the SRD
outbreak and/or the related travel restrictions,
management should assess whether any inside
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information has arisen and, if so, make a separate
announcement as soon as reasonably practicable,
independent of any applicable Listing Rule requirement.
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The Stock Exchange of Hong Kong Limited
Publishes Results of Latest Review of Issuers’
Annual Report Disclosure

On January 31, 2020, The Stock Exchange of Hong
Kong Limited (the Exchange), a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing
Limited (HKEX), publishes a report (the Report) on the
findings and recommendations from its review of
issuers’ annual reports for the financial year ended
between January and December 2018.

In 2019, the Exchange reviewed 13 specific areas,
including five new topics selected based on the findings
and observations in our previous reports and the latest
market trends and developments of issuers. The
Exchange was generally satisfied with the findings from
its review and recommend the following:

e Business review in Management Discussion and
Analysis (MD&A) — lIssuers should make clear
disclosure about any risk areas such as major
regulatory or governmental policy changes, and an
assessment on the impact to their business
operations and previously announced business
plans. Where applicable, issuers should also
discuss the impact of the policy changes to their
financial performance during the financial year.

e Financial statements with auditors’ modified
opinions — Issuers with audit modifications should
actively engage their auditors to discuss their action
plans with a view towards taking appropriate and



J M L

effective actions to remove the modifications. On
asset valuations of receivables and deposits,
issuers should maintain a credit loss policy
supported by historical loss information and
adjusted by forward looking economic factors and
make impairments according to such policy.

e Material intangible assets, including goodwill —
Issuers should ensure that the key assumptions
applied in impairment testing are not overly
optimistic and provide sufficient information for
investors to understand how issuers assess the
reasonableness of key assumptions.

e Using non-GAAP financial measures — Issuers
should ensure that the non-GAAP financial
measures should be unbiased, presented with no
greater prominence than GAAP measures, clearly
defined, reconciled to the relevant amounts in the
financial statements with sufficient explanation on
adjusting items and presented consistently over
time.

“We encourage issuers to follow our guidance to
improve their annual report disclosure to enhance
transparency to their shareholders. Issuers should take
note that the Rules were amended to codify some
previously recommended disclosure on fundraisings,
significant investments and results of performance
guarantees. We remind issuers to take note of these
additional disclosure requirements,” said Bonnie Y
Chan, HKEX's Head of Listing.

“This year, the Exchange is exploring the use of artificial
intelligence to assist our review of issuers’ annual
reports. At this initial stage we have applied Al to identify
issuers’ disclosure for some selected disclosure Rules.
We will continue this initiative with a long-term view to
promote completeness in disclosure in annual reports,
and more generally, to apply Al to improve efficiency in
our other vetting processes,” added Ms Chan.
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Shenzhen Stock Exchange Issues Notice on
Supporting Listed Companies and Other Market
Entities to Combat Novel Coronavirus-caused
Pneumonia

Since the outbreak of novel coronavirus-caused
pneumonia (NCCP), Shenzhen Stock Exchange (SZSE)
has resolutely implemented the guiding principles of
important instructions made by General Secretary Xi
Jinping, decisions and plans made by the Central
Committee of CPC and State Council, as well as work
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arrangements made by China Securities Regulatory
Commission (CSRC), enhanced the overall situation
awareness and given top priority to the prevention and
control of NCCP. Meanwhile, SZSE has quickly taken
actions together with other parties, brought its role into
full play as a market organizer, regulator and service
provider, gained deep understanding of and taken
various measures to solve difficulties in market entities
affected by the epidemic, with a view to bolstering the

prevention and control of NCCP through concrete action.

To further implement the decisions and plans made by
the Central Committee of CPC and State Council,
actively push forward the implementation of the Notice
on Further Strengthening Financial Support for the
Prevention and Control of Novel Coronavirus-caused
Pneumonia issued by five ministries and commissions
(such as the People’s Bank of China) and the
requirements of the CSRC on NCCP prevention and
control, promote NCCP prevention and control and
stable operation of SZSE and step up business support
and service guarantee, SZSE has made relevant
arrangements based on actual needs of market entities
during the special period to improve market service
modes, optimize business operations, carry out and
refine prevention and control measures, reduce people
gathering and flow, offer flexible and considerate
frontline regulation and market services according to the
principles of “handling special cases through special
methods and responding to emergencies immediately”.
These measures will ensure steady operation of
businesses in the market, safeguard the health of
market participants, and help us win the war against
NCCP together with all market participants.

Relevant business arrangements are notified as follows:
I. Information Disclosure of Listed Companies

First, SZSE will set up a special service channel for the
information disclosure of listed companies. SZSE is
ready to provide consulting services regarding
information disclosure of listed companies and related
businesses affected by NCCP and support listed
companies with respect to NCCP prevention and control
and relevant information disclosure. Alternatively, the
listed companies may directly consult the Department
for Main Board Compliance of SZSE or conduct
information disclosure business. Second, SZSE will
support listed companies in respect of periodic report
disclosure. Affected listed companies that are unable to
disclose results forecast or newsletters on time may
apply for extension to SZSE. Affected listed companies
that are unable to disclose 2019 annual reports on the
scheduled date may apply to SZSE for postponing
disclosure to 30 April 2020. If affected listed companies
find it difficult to disclose 2019 annual reports or the
reports for Q1 2020 within a statutory time limit, SZSE
will make proper arrangements according to the unified

plan of the CSRC, which will be further notified. Third,
SZSE will properly extend relevant time limits on merger
& acquisition and reorganization business. As per the
Notice on Further Strengthening Financial Support for
the Prevention and Control of Novel Coronavirus-
caused Pneumonia, the effective period of financial data
for administrative permit of M&As and reorganizations of
listed companies and time limits on giving the notice on
holding a general meeting after the disclosure of M&A
and reorganization plans are extended. Fourth, SZSE
will support listed companies to hold online explanation
meetings for investors. Listed companies are
encouraged to hold an explanation meeting for investors
or annual result presentation meeting online according
to relevant regulations to introduce corporation
operation, communicate with investors and guide
investors towards rational investment. In this respect,
SZSE will offer necessary assistance. Fifth, SZSE will
encourage investors to attend general meetings through
online voting. To prevent the spread of NCCP and
protect the health of investors, shareholders of listed
companies are encouraged to attend meetings through
online voting. SZSE will exempt the listed companies
registered in Hubei from 2020 online voting service fees.
If a listed company needs to hold an on-site general
meeting during the prevention and control of NCIP, it
should properly organize the meeting to safeguard the
health of attendees. Sixth, SZSE will encourage listed
companies to actively perform their social
responsibilities. Listed companies should make
proactive efforts to perform their social responsibilities in
light of actual production and operation situation and
take effective measures to support NCCP prevention
and control. The information disclosure relating to the
performance of social responsibilities by listed
companies will be taken as an important indicator of
annual information disclosure assessment.

Il. Share Underwriting and Listing Cultivation
Service

First, SZSE will conduct share issuance and listing
business off-site. During the prevention and control of
NCCP, in principle, issuers and lead underwriters should
mail issuance and listing applications to SZSE. Second,
SZSE will cancel the on-site procedures of listing
ceremony during the prevention and control of NCCP.
During the prevention and control of NCCP, SZSE will
arrange no on-site listing ceremony and will sign listing
agreements with issuers via mail. Issuers are supported
to hold a listing ceremony at SZSE after the elimination
of NCCP impact. Third, SZSE will reduce fees for listed
companies registered in Hubei. Listed companies
registered in Hubei are exempted from initial and annual
listing fees of 2020. Fourth, SZSE will make continued
efforts in market cultivation and service. SZSE will
vigorously foster market through the Listing APP
(“Shangshitong”) online consultation, remote video,
online training and other methods and actively provide
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convenient, professional and specific market services.
SZSE will increase service support to market fostering
in severely affected regions such as Hubei and actively
cooperate with local governments and enterprises
intending to get listed on listing.

Ill. Fixed-Income Business

First, SZSE will set up special service channels for
business consultations. During the prevention and
control of NCCP, entities engaging in bond and asset-
backed securities may promptly contact the Fixed-
Income Business Department of SZSE regarding
special cases of review, issuance, listing, transfer,
information disclosure and transaction settlement via
telephone, e-mail or other methods. Second, SZSE will
provide financing services relating to the prevention and
control of NCCP. According to relevant plans of the
Ministry of Finance and the arrangements of
governments of regions (such as Hubei) heavily stricken
by NCCP, SZSE will offer active cooperation in the
issuance, technical support and service of general and
special municipal bonds. SZSE will establish a green
channel for the review and approval of bonds and asset-
backed securities that will be mainly used for NCCP
prevention and control or issued by enterprises in
regions heavily stricken by NCCP, refine work flow and
implement the policy of “special person for liaison and
special review and approval’. Third, SZSE will
appropriately extend the time limit on issuing bonds and
asset-backed securities. If the issuance documents for
bonds and asset-backed securities have been obtained
but issuance is not completed within the effective period
specified in the documents because of NCIP, private
placement corporate bond and asset-backed securities
issuers may apply for putting off issuance to SZSE.
Fourth, SZSE will conduct relevant business off-site.
During the prevention and control of NCIP, relevant
documents (such as sealed documents for review items,
applications for issuance, issuance verification opinions
by attorney and underwriting summary report) to be
submitted to SZSE may be sent in an electronic format,
with paper documents mailed subsequently. If it is
expected that applications for bonds and asset-backed
securities cannot be submitted for review and approval
within a specified time limit due to NCIP, application for
extension may be made to SZSE. Fifth, SZSE will assist
issuers and managers in regular and temporary report
disclosure. If it is expected that regular and temporary
reports on bonds and asset-backed securities can hardly
be disclosed as stipulated due to NCIP, application for
extension may be made to SZSE. SZSE is analyzing the
issues concerning the difficulty in disclosing regular
reports by some bond issuers, asset-backed securities
administrators and custodians within a statutory time
limit because of NCCP according to the overall plan of
CSRC, with relevant explicit arrangements to be further
notified. Sixth, SZSE will encourage off-site meetings for
bond and asset-backed securities holders. In order to

prevent NCCP spread and protect the health of investors,
video, telephone or other off-site meetings for bond and
asset-backed securities holders are encouraged. If an
on-site meeting is really needed during the prevention
and control of NCIP, the convener should clean and
disinfect the meeting site to protect the health of
participants and create a sanitary, safe and orderly
environment.

IV. Member Business

First, SZSE will duly implement the requirements for
support policies. As instructed by the CSRC, SZSE will
provide special policy support for Hubei and other
regions heavily affected by NCCP with respect to equity
pledge financing and securities margin trading. Second,
SZSE will set up special service channels for business
consultations. During the prevention and control of NCIP,
if members intend to inquire about equity pledge
financing and securities margin trading, they may
contact the Membership Supervision Department
through telephone, email or other means. Third, SZSE
will provide off-site business training. During the
prevention and control of NCIP, SZSE will suspend on-
site business training for members, and will provide
them with training through off-site methods such as
website video. Fourth, SZSE will encourage the
members to guide investors to trade off-site. To prevent
spread of NCCP and protect the health of investors,
members are encouraged to guide investors to carry out
off-site trading activities through various ways, and
provide effective technical support and related services
for off-site trading. Where on-site trading services are
necessary, members are required to maintain proper
epidemic prevention and protection measures in
business places and trading facilities. Any abnormality
must be reported to SZSE immediately. Fifth, SZSE will
support the members to educate the investors and
manage the trading behaviors of customers. SZSE will
support the members to actively guide investors to
analyze the impact of NCCP rationally and objectively,
uphold the concept of long-term investment and value-
oriented investment, and carry out investment activities
in accordance with laws and regulations. SZSE will
support the members to fully disclose the risks of
securities margin trading, encourage them to reasonably
determine the minimum maintenance guarantee ratio
and maintain the stable operation of the market
according to market conditions, customer credit, their
risk tolerance and other factors. Sixth, SZSE will support
the members to take measures to ensure the smooth
operation of all businesses. SZSE will support the
members to prepare targeted and feasible business
emergency plans, take necessary measures to ensure
the hygiene and safety of business places, assign
backup personnel for key positions, and make
arrangements for the replacement of relevant personnel
in special circumstances.
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V. Fund Business

First, SZSE will conduct business training and
exchanges through off-site methods. During the
prevention and control of NCIP, SZSE will suspend on-
site training such as the ETF Forum, and will use off-site
methods such as teleconference to communicate with
fund managers on product development and other
businesses, so as to continuously provide high-quality
services for the market. Second, SZSE will support the
fund liquidity service providers to carry out business in
an orderly manner. SZSE will support fund liquidity
service providers to actively provide liquidity services
and maintain normal trading order. Where the providers
are unable to provide liquidity services due to the
epidemic, they may file an application to SZSE for
exemption from the liquidity service rating assessment
for a period of time according to the actual situation.

VI. Options Business

First, SZSE will set up special service channels for
business consultations. During the prevention and
control of NCIP, if the options operators need to inquire
about options business or report an emergency, they
may contact the Derivatives Business Department of
SZSE through telephone, email or other means. Second,
SZSE will support the options operators to properly
manage the options risks and market makers and report
business arrangements. SZSE will support the options
operators to allocate funds for options business,
manage investors' options margin and provide trading
risk prompts in combination with the market situation.
SZSE will support the options market makers to actively
perform their obligations and maintain normal trading
order. If they are unable to carry out the market making
business due to the epidemic, they may file an
application to SZSE for exemption from the market
making obligation for a period of time according to the
actual situation. For the two businesses, namely, the
reporting of position limit for option varieties whose long
position limit is initially increased to more than 2000
contracts and the reporting of process-based trading
accounts of options, if the options operators are affected
by the epidemic and unable to handle these businesses
through the options business area of SZSE, they may
submit the documents by e-mail. Third, options
operators are encouraged to provide off-site account
opening services. For investors who meet the conditions
for off-site account opening, the options operators are
encouraged to open an SZSE derivatives contract
account for them through witness, online or other ways.

VII. Agreement Transfer, Assistance in Law
Enforcement, Hearing and Review

First, SZSE will handle share agreement transfer
businesses through off-site methods. During the
prevention and control of NCIP, the applicants may

email their application documents and letters of
commitment to SZSE. For eligible applications, SZSE
will send a notice to the applicant by email, issue a
confirmation and mail it to the applicant; if an applicant
has submitted the application but has not yet received
the confirmation, it may proceed with the follow-up
business as described above. Second, SZSE will assist
in law enforcement through off-site means. During the
prevention and control of NCIP, if the competent
authorities such as the people's court, the people's
procuratorate and the police require SZSE to provide
assistance in law enforcement such as business inquiry
according to the law, such matters will, in principle, be
handled through mails. Upon receipt, SZSE may
conduct verification through video or other means, and
provide feedback through confidential means or other
ways designated by the above-mentioned authorities.
Third, SZSE will reschedule the hearings and review
meetings. In principle, the hearings and review meetings
scheduled to be held recently will be postponed; for
applicants who are unable to attend the hearing or other
activities held in SZSE due to the NCIP, they may apply
for an extension; for applicants who file an application
for a hearing or review meeting during the prevention
and control of NCIP, SZSE may postpone the hearing or
review meeting or hold it off-site by means of video or
telephone conference; if application forms or other
documents are required, the applicant may submit
electronic versions through the special business area of
SZSE or off-site means such as e-mail, which will have
the same effect as paper documents.

VIII. Investor Service Business

First, SZSE will provide smooth complaint channels for
investors. During the prevention and control of NCIP,
SZSE will temporarily close the reception place for
investors. Investors may raise questions or requests
through the service hotline, WeChat official account, e-
mail and other off-site means. SZSE will closely follow
up and respond with detailed information, and address
investors' concerns in a timely manner. Second, SZSE
will provide good education services for investors. SZSE
will use Internet channels such as website, microblog
and WeChat to carry out investor education and publicity,
broadcast investor education lectures online, and
continuously provide investors with high-quality online
investment education services. SZSE reminds investors
to properly protect their personal health. During the
prevention and control of NCIP, the education base of
SZSE will be temporarily closed. Third, SZSE will
advocate rational investment. During the prevention and
control of NCIP, SZSE calls on the investors to exercise
shareholders' rights, raise inquiries, participate in
securities trading through off-site means such as
network and telephone. They are advised to objectively
analyze the impact of NCCP and prudently carry out
securities investment.
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The prevention and control of NCCP is still complex and
severe. SZSE will continue to implement the decisions
and deployments of the CPC Central Committee and the
State Council, hold the needs and requests of the
market in mind according to the requirements of the
CSRC, and actively study and solve the new situations
and problems in the prevention and control of NCIP.
While respecting the market laws, SZSE will maintain
the normal order of the market, guide rational investment
in the market, and protect the legitimate rights and
interests of investors. Working with all parties in the
market with a firmer attitude, more effective measures
and more positive actions, SZSE will maintain the
healthy and stable development of the capital market
and contribute to win the battle against NCIP.
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Hong Kong Securities and Futures Commission to
Commence Proceedings for Suspected Market
Manipulation in the Shares of China Ding Yi Feng
and Lifts Trading Suspension

On January 22, 2020, Hong Kong Securities and
Futures Commission (SFC) announces that it has
decided to commence proceedings, for suspected
market manipulation in the shares of China Ding Yi Feng
Holdings Limited (China Ding Yi Feng), against a
number of individuals including one or more officers of
China Ding Yi Feng.

The SFC has also decided to lift the suspension of the
trading in the company’s shares that was directed by the
SFC on 8 March 2019. Trading of the shares of China
Ding Yi Feng will resume at 9 am on 23 January 2020.

The SFC issued restriction notices to nine brokers on 20
March 2019 and on 25 June 2019 to freeze certain client
securities accounts which are believed to be related to
the suspected market manipulation in the shares of
China Ding Yi Feng. The restriction notices will remain
in place following the resumption of trading. These
restriction notices cover 32.37% of the issued share
capital of China Ding Yi Feng.

The SFC’'s Policy Statement on Disclosure of Certain
Information to the Public enables it to make an
announcement in relation to an inquiry or investigation
where, amongst other circumstances, it is desirable to
protect members of the public and in order to maintain
public confidence in the securities and futures market in
Hong Kong.

This announcement of the SFC’s decision to commence
proceedings for suspected market manipulation has
been made in accordance with this policy. The SFC
considers that, following its confirmation that
proceedings will be commenced, there is now sufficient
information in the market to allow the suspension to be
lifted.

The SFC reminds shareholders and prospective
investors be aware that the price and trading turnover of
China Ding Yi Feng shares may fluctuate substantially
and should exercise extreme caution when dealing in
the shares. They are advised to take note of the latest
publications of China Ding Yi Feng on the HKEX news
website (http://www.hkexnews.hk) and its company
website.
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Hong Kong Securities and Futures Commission
Issues Restriction Notice to a Broker to Freeze
Client Accounts Linked to Suspected Market
Manipulation

On January 21, 2020, Hong Kong Securities and
Futures Commission (SFC) issues a restriction notice to
China Fund Securities Limited (CFSL), prohibiting it from
dealing with or processing HK$170 million worth of
assets held in six client accounts, which are related to
suspected market manipulation in the shares of Hon
Corporation Limited between November 2019 and early
December 2019.

The restriction notice prohibits CFSL, without the SFC'’s
prior written consent, from disposing of or dealing with,
assisting, counselling or procuring another person to
dispose of or deal with any assets in any way in the client
accounts including: (i) entering into transactions for any
securities; and/or (ii) processing any withdrawals or
transferring of securities and/or cash arising from the
disposal of securities; and/or (iii) disposing of or dealing
with any securities or cash on the instructions of any
authorized person of the Client Accounts or by any
person acting on their behalf, and/or (iv) assisting
another person to dispose of or deal with any relevant
property in a specified manner. CFSL is also required
to notify the SFC if it receives any of these instructions.

The SFC considers that the issue of the restriction notice
is desirable in the interest of the investing public and in
the public interest.

The SFC'’s investigation is continuing.
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The Stock Exchange of Hong Kong Limited
Publishes Consultation Paper on Corporate WVR
Beneficiaries

On January 31, 2020, the Stock Exchange of Hong Kong
Limited (the Exchange), a wholly-owned subsidiary of
Hong Kong Exchanges and Clearing Limited (HKEX),
publishes a consultation paper seeking public feedback
on a proposal to allow corporate entities to benefit from
weighted voting rights (WVR), subject to additional
conditions and investor safeguards (Corporate WVR
Consultation).

The Corporate WVR Consultation builds on reforms to
the Hong Kong listing regime that were implemented in
April 2018 through the publication of the Exchange’s
“Consultation Conclusions Paper on a Listing Regime
for Companies from Emerging and Innovative Sectors”
(Rule Chapters Conclusions Paper). It fulfils the
Exchange’s commitment in the Rule Chapters
Conclusions Paper to separately consult on a proposal
to allow corporate entities to benefit from WVR.

On 25 July 2018, the Exchange announced that it had
decided to defer the Corporate WVR Consultation. At
the time, as the WVR regime had only recently been put
in place, the Exchange believed it should engage further
with relevant stakeholders in order to develop a broader
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consensus on corporate WVR. Having done so, the
Exchange is now in a position to launch the consultation.

“Evaluating whether corporate entities can benefit from
WVR is an important part of the overall WVR debate and
one which we believe should be put to the market for
consultation. As part of the consultation proposals we
have sought to put forward various viewpoints, reflecting
the complex nature of the subject and the need for a
robust regulatory regime to fairly reflect the benefits and
risks of such a regime,” said Bonnie Y Chan, HKEX'’s
Head of Listing.

The Exchange’s proposed safeguards seek to address
risks that are particular to corporate WVR, such as the
risk of an “evergreen” WVR structure, in order to
maintain an appropriate level of investor protection.

The Exchange invites broad market feedback on the
substance of its proposals. The public comment period
ends on Friday, 1 May 2020.

The Corporate WVR Consultation is available to view on
the HKEX website.
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U.S. Securities and Exchange Commission’s Office
of Compliance Inspections and Examinations
Publishes Observations on Cybersecurity and
Resiliency Practices

On January 27, 2020, the Securities and Exchange
Commission (SEC) Office of Compliance Inspections
and Examinations (OCIE) issued examination
observations related to cybersecurity and operational
resiliency practices taken by market participants.

The observations highlight certain approaches taken by
market participants in the areas of governance and risk
management, access rights and controls, data loss
prevention, mobile security, incident response and
resiliency, vendor management, and training and
awareness. The observations highlight specific
examples of cybersecurity and operational resiliency
practices and controls that organizations have taken to
potentially safeguard against threats and respond in the
event of an incident.

“Data systems are critical to the functioning of our
markets and cybersecurity and resiliency are at the core
of OCIE’s inspection efforts,” said SEC Chairman Jay
Clayton. *“I commend OCIE for compiling and sharing
these observations with the industry and the public and
encourage market participants to incorporate this
information into their cybersecurity assessments.”

“Through risk-targeted examinations in all five
examination program areas, OCIE has observed a
number of practices used to manage and combat cyber
risk and to build operational resiliency,” said Peter
Driscoll, Director of OCIE. “We felt it was critical to share
these observations in order to allow organizations the
opportunity to reflect on their own cybersecurity
practices.”

OCIE conducts examinations of SEC-registered
investment advisers, investment companies, broker-
dealers, self-regulatory organizations, clearing agencies,
transfer agents, and others. It uses a risk-based
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approach to examinations to fulfill its mission to promote
compliance with U.S. securities laws, prevent fraud,
monitor risk, and inform SEC policy. To see other OCIE
publications, please visit www.sec.gov/ocie.
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U.S. Securities and Exchange Commission
Proposes Amendments to Modernize and Enhance
Financial Disclosures

On January 30, 2020, the Securities and Exchange
Commission (SEC) announced that it has voted to
propose amendments to modernize, simplify, and
enhance certain financial disclosure requirements in
Regulation S-K. The proposed amendments would
eliminate duplicative disclosures and modernize and
enhance Management's Discussion and Analysis
disclosures for the benefit of investors, while simplifying
compliance efforts for companies. SEC also announced

that it is providing guidance on key performance
indicators and metrics in Management's Discussion and
Analysis.

"The proposal and the guidance we are releasing today,
which reflect the staff's wealth of experience, would
improve the quality and accessibility of registrants'
presentation of financial results and performance
metrics," said Chairman Jay Clayton. "The improved
disclosures would allow investors to make better capital
allocation decisions, while reducing compliance burdens
and costs without in any way adversely affecting investor
protection.”

Simplification and Modernization of Regulation S-K
Items 301, 302, and 303 and MD&A Metrics
Guidance

SEC is proposing amendments designed to modernize,
simplify, and enhance certain financial disclosure
requirements in Regulation S-K and separately issuing
guidance on metrics in Management's Discussion and
Analysis. The guidance provides registrants with
disclosure considerations for key performance
indicators and metrics disclosed in MD&A.

Background

These proposals are part of a comprehensive evaluation
of SEC's disclosure requirements that was
recommended in the staff's Report on Review of
Disclosure Requirements in Regulation S-K ("S-K
Study"). The report was mandated by Section 108 of the
Jumpstart Our Business Startups Act. Based on the S-K
Study's recommendation, the staff initiated an
evaluation of the information our rules require
companies to disclose, how this information is presented,
where this information is disclosed, and how we can
better leverage technology as part of these efforts
(collectively, the "Disclosure Effectiveness Initiative").
The overall objective of the Disclosure Effectiveness
Initiative is to improve our disclosure regime for both
investors and companies.

In developing the proposed amendments, SEC
considered input from comment letters received in
response to these disclosure modernization efforts. SEC
also took into account the staff's experience with
Regulation S-K arising from the Division of Corporation
Finance's disclosure review program and changes in the
regulatory and business landscape since the adoption of
Regulation S-K.

Highlights

The proposed amendments would eliminate Item 301
(selected financial data) and Item 302 (supplementary
financial data) and amend Item 303 (management's
discussion and analysis). The proposed amendments
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are intended to modernize, simplify, and enhance the
financial  disclosure requirements by reducing
duplicative disclosure and focusing on material
information in order to improve these disclosures for
investors and simplify compliance efforts for registrants.

Among other things, the proposed amendments to Item
303 would:

e Add a new Item 303(a), Objective, to state the
principal objectives of MD&A,;

e Replace Item 303(a)(4), Off-balance sheet
arrangements, with a principles-based instruction to
prompt registrants to discuss off-balance sheet
arrangements in the broader context of MD&A,;

e Eliminate Item 303(a)(5), Tabular disclosure of
contractual obligations given the overlap with
information required in the financial statements and
to promote the principles-based nature of MD&A,;

e Add a new disclosure requirement to Item 303,
Critical accounting estimates, to clarify and codify
existing Commission guidance in this area; and

o Revise the interim MD&A requirement in Item 303(b)
to provide flexibility by allowing companies to
compare their most recently completed quarter to
either the corresponding quarter of the prior year (as
is currently required) or to the immediately
preceding quarter.

The proposal also includes certain conforming
amendments, including to Forms 20-F and 40-F, as
appropriate.

The guidance provides that, where companies disclose
metrics, they should consider whether additional
disclosures are necessary and gives examples of such
disclosures. The guidance also reminds companies of
the requirements in Exchange Act Rules 13a-15 and
15d-15 to maintain disclosure controls and procedures
and that companies should consider these requirements
when disclosing metrics.

What's Next?

The comment period for the proposal will remain open
for 60 days following publication in the Federal Register.
The guidance will be effective upon publication in the
Federal Register.
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Hong Kong Securities and Futures Commission
Highlights Importance of Risk Management

On January 20, 2020, Hong Kong Securities and
Futures Commission (SFC) published the latest SFC
Compliance Bulletin: Intermediaries which emphasizes
the importance of sound risk management for brokers
and fund managers during times of market volatility.
Liquidity and credit risks associated with exposures to
illiquid assets are highlighted along with precautionary
responses and good risk management practices.

The bulletin also includes case studies illustrating risks
that may arise in transactions with related parties and in
relation to other complex financing arrangements and
stresses the need for licensed firms’ holding companies
and controllers to prudently manage risks at group level.

"Fund managers should conduct stress tests and closely
monitor the liquidity profiles of their fund portfolios
throughout the entire life cycle of their funds,” said Ms
Julia Leung, SFC’s Deputy Chief Executive Officer and
Executive Director of Intermediaries. "Brokers and their
holding companies or controllers should also take steps
to mitigate any potential default risks on their own
balance sheets, where high leverage might result in a
liquidity crunch for the entire group."

The bulletin also warns investors to be cautious when
investing in high-risk investment products as well as to
be wary of investing in funds with a high concentration
of hard-to-sell assets or those with long or extendable
redemption dates.

BERIISRPGRESEREASBARKRERNERY

2020%F1 A 200, ABUESERPRESEEZAS (F
L) Hks#HF—8 QEESEH@ETN A A) , 4
PR BAETRE SN RENNEEENEZLTRESE
EASMERM, FESERERBEMER =S 3AR
HMEREREEXE, BHSEMR SRR RITFHREE
BFk,

o, ZBMIFERINERR, RAXETZ S THES
ENENESHEMERABRTHR XONE, FoRiE
FREANMNERASREFARTHREEEERAE@AN
B

IEEREITBREHRFNVBBHATEFRRAM L L%
T BREEEAINHTENNK, HEEBIESEH
REVEEESRAASHRBIHERI. 2LTEHE
A B ARSI RIS BRI B HAR FHE > i
RANEABRENETRNE, RASITTTESSEHED
SERMES R,

ZBWMAEREAE, ARATSNEREAS BN ER
FEE UEREESSESEPRATHMNLENHES,
FESBEOHRKH TR, ERAXLERSHY

8 2 g a4
REZ5R.

Source EjE:
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=20PR6

China's Foreign Investment Law and Implementing
Regulations Come into Effect on January 1, 2020

On December 31, 2019, in order to further expand
opening up, actively promote foreign investment, protect
the legitimate rights and interests of foreign investment,
and regulate foreign investment management, China’s
Ministry of Commerce announced from January 1, 2020,
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the “People's Republic of China's Foreign Investment
Law” and the “Implementation Regulations of the
People's Republic of China on Foreign Investment Law”
will be formally implemented.

The Foreign Investment Law consists of six parts:
General Provisions, Investment Promotion, Investment
Protection, Investment Management, Legal Liability and
Supplementary Provisions. The law replaces the original
three laws on foreign investment which is a
comprehensive and basic legal norm on foreign
investment activities in China.
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Source FK&:
mofcom.gov.cn/article/i/jyjl/k/201912/20191202925792.shtml

Hong Kong Securities and Futures Commission
Suspends Shiu Yau Wah for Five Months

On January 29, 2020, Hong Kong Securities and
Futures Commission (SFC) suspends Mr Shiu Yau Wah
(Shiu), an account executive at RHB Securities Hong
Kong Limited (RHBSHK), for five months from 24
January 2020 to 23 June 2020.

The disciplinary action follows an SFC investigation
which found that Shiu conducted trades involving over
HK$1.62 billion worth of shares for a client account on a
discretionary basis for almost two years between 2014
and 2016 without obtaining the client's written
authorization. He also failed to comply with the policies
and procedures of RHBSHK in relation to discretionary
accounts.

In doing so, Shiu breached the Code of Conduct and is
not a fit and proper person to remain licensed.

In deciding on the disciplinary sanction, the SFC took
into account all relevant circumstances, including Shiu's
admission of trading discretionarily for the client's
account since it was first opened in 2014.
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Source Ej&:
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=20PR9

Hong Kong Securities and Futures Commission
Bans Christopher Tse for 12 Months

On February 6, 2020, Hong Kong Securities and Futures
Commission (SFC) banns Mr Christopher Tse (Tse), a
former research analyst at RHB Securities Hong Kong
Limited (RHBSHK), from re-entering the industry for 12
months from 31 January 2020 to 30 January 2021.

The SFC investigation found that Tse conducted trades
through his father's securities trading account held at
another brokerage between August 2013 and October
2015 without informing his then employer, RHBSHK,
and traded in a stock on RHBSHK's restricted list on two
occasions.

The evidence shows that some of the trades conducted
by Tse through his father's account between November
2013 and July 2015 were: (a) in a manner contrary to his
recommendations; and (b) in the shares of companies
covered in some of his research reports within 30 days
prior to or three days after the issue of the reports.
Moreover, Tse failed to disclose his financial interests in
his father's account in relation to four companies in a
number of research reports between September 2013
and June 2015.

By doing so, Tse not only breached RHBSHK's internal

policies and the Code of Conduct, but also seriously
compromised his role as a research analyst and called
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into question the objectivity of the research reports he
prepared. As such, the SFC is of the view that he is not
a fit and proper person to be licensed.

In deciding on the disciplinary sanction, the SFC took
into account all relevant circumstances, including:

e Tse's trading via his father’s account lasted for over
two years;

e the necessity of a deterrent message to the industry
that the SFC would not tolerate non-compliance by
research analysts with relevant regulatory
requirements; and

e Tse's otherwise clean disciplinary record.
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Source j&:
https://www.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=20PR12

The Stock Exchange of Hong Kong Limited
Announces Cancellation of Listing of China Animal
Healthcare Ltd. (Stock code: 940)

On January 24, 2020, The Stock Exchange of Hong
Kong Limited (the Exchange) announces that the listing
of the shares of China Animal Healthcare Ltd. (Stock
code: 940) (the Company) will be cancelled with effect
from 9:00 am on 30 January 2020 in accordance with
the Delisting Procedures.

Trading of the Company’s shares was suspended on 30
March 2015. On 9 May 2019, the Listing Committee
decided to cancel the Company’s listing under Rules
6.01(4) and 6.10 on the ground that the Company is no
longer suitable for listing.

On 22 May 2019, the Company sought a review of the
delisting decision by the Listing (Review) Committee.
On 13 January 2020, the Listing (Review) Committee
upheld the Listing Committee’s decision to cancel the
listing of the Company’s shares on the Exchange.
Accordingly, the Exchange will cancel the Company’s
listing with effect from 9:00 am on 30 January 2020.

The Exchange has requested the Company to publish
an announcement on the cancellation of the Company’s
listing.

The Exchange advises shareholders of the Company
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 Cancellation of Listing of Midas
Holdings Limited (in Liquidation in Singapore)
(Stock code: 1021)

On January 31, 2020, The Stock Exchange of Hong
Kong Limited (the Exchange) announces that that the
listing of the shares of Midas Holdings Limited (in
Liquidation in Singapore) (the Company) would be
cancelled with effect from 9:00 am on 5 February 2020
in accordance with the Delisting Procedures. The
Delisting Procedures formalize the procedures to be
adopted to delist long suspended companies.

Trading in the Company’s shares was suspended on 8
February 2018. The Company failed to submit any
resumption proposal before expiry of the third (final)
delisting stage on 19 December 2019. On 17 January
2020, the Listing Committee considered that the
Company does not have a viable resumption proposal
and therefore decided to cancel the listing of the
Company’s shares on the Exchange.

The Exchange has notified the Company of its obligation
under paragraph 3.1 of Practice Note 17 to issue an
announcement informing the public of the cancellation
of the Company’s listing.

The Exchange advises shareholders of the Company
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/News-
Release/2020/2001314news?sc_lang=en

The Stock Exchange of Hong Kong Limited
Announces Cancellation of Listing of Ding He
Mining Holdings Limited (in liquidation) (Stock code:
705)

On January 31, 2020, The Stock Exchange of Hong
Kong Limited (the Exchange) announces that the listing
of the shares of Ding He Mining Holdings Limited (in
liquidation) (Stock code: 705) (the Company) would be
cancelled with effect from 9:00 am on 5 February 2020
in accordance with the Delisting Procedures. The
Delisting Procedures formalize the procedures to be
adopted to delist long suspended companies.

Trading in the Company’s shares has been suspended
since 3 April 2018. The Company failed to submit any
resumption proposal before expiry of the third (final)
delisting stage on 19 December 2019. On 17 January
2020, the Listing Committee considered that the
Company does not have a viable resumption proposal
and therefore decided to cancel the listing of the
Company’s shares on the Exchange.

The Exchange has notified the Company of its obligation
under paragraph 3.1 of Practice Note 17 to issue an
announcement informing the public of the cancellation
of the Company’s listing.

The Exchange advises shareholders of the Company
who have any queries about the implications of the
delisting to obtain appropriate professional advice.
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Overview of Shenzhen Stock Exchange’'s M&A and
Reorganization and Regulation Services in 2019

M&A and reorganization are important ways to realize
optimal allocation of stock resources in the capital
market. In 2019, following the overall arrangement of
China Securities Regulatory Commission (CSRC) to
deepen the reform of the capital market on all sides,
Shenzhen  Stock  Exchange (SZSE) actively
implemented the working requirements of “the Four
Awes (stand in awe of the market, rule of law,
professionalism and risks) and one joint force (The
capital market’s development needs all the efforts made
by all sides)”, furthered the market-oriented reform of
M&A and reorganization, strengthened the “whole-chain”
regulation of M&A and reorganization, and intensified
services to listed companies in achieving high-quality
development. SZSE also helped give play to the
functions of market platforms and improve resource
allocation efficiency, and assisted in the building of a
standard, transparent, open, dynamic, resilient capital
market.

Improving quality and efficiency with new highlights
emerging

In 2019, companies listed on SZSE actively improved
quality and optimized transformation and upgrading
through M&A and reorganization, which produced
significant achievements and many highlights. A total of
1,628 M&A and reorganization deals were made on
SZSE throughout the year, and the cumulative
transaction amount was CNY1.08 trillion, accounting for
55.47% and 54.00% in the whole market respectively. In
terms of major assets reorganization, 150
reorganization plans were disclosed, with a total

transaction amount of CNY513.426 billion, up 8.62%
year on year; 97 major assets reorganization plans were
completed, with a total transaction amount of
CNY432.573 hillion (excluding supporting financing), up
87.50% year on year. In terms of M&A of listed
companies, 604 M&As were disclosed throughout the
year, up 22.52% year on year, and CNY287.313 billion
was involved, up 18.94% year on year.

The M&A and reorganization mainly have the following
characteristics:

First, returning to the source, focusing on main business,
and gathering new drivers. The M&A of listed companies
based on industrial logic was the mainstream, and
industrial integrated reorganization became the
“keynote”. Both the quantity and the amount involved
accounted for over sixty percent. Industries and entities
in M&A and reorganization had more distinct
characteristics. Reorganization valuation returned
further to a rational level. The average appreciation rate
of reorganization targets was about 1.8x, a significant
decrease of 55.93% from the previous year. The
average appreciation rates of the Main Board, the SME
Board and the ChiNext Board of SZSE were 1.3x, 1.7x
and 2.4x respectively, demonstrating more rational and
practical transaction logic.

Second, advancing the supply-side structural reform
through market-oriented services, and breaking new
ground. Throughout 2019, state-controlled companies
listed on SZSE released 37 major assets reorganization
plans, totaling CNY287.02 billion. The positive role of
M&A and reorganization became more apparent. A
number of exemplary cases such as China Merchants
Group’s platform-based integration of property
management assets, CITIC Group’s special steel asset
securitization and Easyhome’s participation through
reorganization & listing in the mixed ownership reform of
state-owned enterprises emerged, pushing forward the
SOE reform both in scope and in depth. CMSK’s
acquisition by capital increase, which was successfully
completed with a transaction amount of CNY145.817
billion, was the reorganization plan with the largest
transaction amount in the A-share market in 2019.
SZSE-listed companies in cement, nonferrous metals,
steel and chemical industries such as Daye Special
Steel and Extra ST HC Chemical continued to put effort
in industry optimization and integration and clearing of
excess capacity, bringing development up to a new level.

Third, assisting in the bailout of private companies and
facilitating their development, and winning new
opportunities. In 2019, 87 privately controlled listed
companies including Hainan Haiyao and Extra ST
Huangtai Wine introduced strategic investors through
equity transfer and integrated resources from multiple
parties, through which they turned their difficult capital
situation around. 29 SZSE-listed private companies
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including Eternal Asia and ldeal introduced state-owned
capital and realized mixed ownership reform. 113 SZSE-
listed private-owned companies disclosed
reorganization plans, involving an amount of nearly
CNY250 billion, to bail themselves out and realize
development through market-based means.

Fourth, supporting innovation and upgrading of cross-
border transactions and cultivating new drivers. More
and more SZSE-listed companies are using “bringing in”
and “going global” to increase technological content,
enhance core competitiveness and realize industrial
upgrading. In 2019, a total of 52 SZSE-listed companies
disclosed overseas M&A and reorganization deals.
Sinomine planned to acquire the global scarce cesium
resource controlled by companies like Tanco, and
Guoxin Micro intended to acquire Linsenx’s coded
intelligent security chip business.

Fifth, serving stock companies and clearing market
access to help them gain new vitality. Since 2019, a
number of SZSE-listed companies have revitalized
market resources, resolved listed company risks and
improved the mechanism for the survival of the fittest,
through M&A, reorganization & listing, clearing assets
swap, etc. SZSE disclosed 9 reorganization & listing
plans. Easyhome landed the capital market through the
back-door Wuhan Zhongshang with a price of CNY36
billion, furthering its expansion in the field of home new
retail. 15 companies sold major assets, stripping poorly
performing, money-losing assets and reducing burdens.

Moreover, market-based game was more sufficient.
Many reorganization plans have not only set
performance commitments but also designed rewarding
arrangements for excess earnings, and some plans
have laid down additional rights. For example, in the
acquisition plan of Carrefour China by Suning, it's said
that the subsequent transferor and the transferee shall
enjoy “put option” and “call option” respectively
regarding the remaining 20% equity in Carrefour China,
further enhancing market-based game.

Promoting reform, regulation and service
simultaneously to make new progress

In 2019, SZSE continued to deepen reform, enhance
regulation and intensify service, optimized institutional
supply, stimulated market vitality, encouraged and
guided listed companies to improve quality through M&A
and reorganization, advanced classified regulation,
precision regulation and “whole-chain” regulation,
strengthened regulation effectiveness, and gave full play
to the market functions of M&A and reorganization.

First, deepening reform. In promoting regulation
innovation, SZSE contributed ideas and exerted efforts
for spin-off listing pilot, optimization of reorganization &
listing standards, directional convertible bond pilot, etc.

In deepening effective regulation, SZSE integrated a
number of memos, instructions and notices of the Main
Board, the SME Board and the ChiNext Board, unified
regulatory standards, released the guide for information
disclosure of major assets reorganization, and facilitated
regulated development of the market. In implementing
reform measures, SZSE assisted in the implementation
of directional convertible bonds, formulated handling
procedures, enabled code range and reformed system
process, and served King-Strong in completing the
issuing registration of its first directional convertible bond
on the A-share market. So far, 29 SZSE-listed
companies have disclosed reorganization plans
involving issuance of directional convertible bonds.
SZSE strictly implemented the new regulations on
trading suspension/resumption. Throughout 2019, the
number of companies involved in trading
suspension/resumption for reorganization reduced by
73.67% from the previous year, and 46 companies
directly disclosed reorganization plans  without
suspending trading. SZSE supported companies’
financing and replenishment of working capital for
reorganization. 16 companies including Fawcar
disclosed fund raising plans for debt repayment or
replenishment of working capital, involving a total
amount of CNY 13.709 billion, to meet capital needs.

Second, intensifying services. With SOE reform at the
core, SZSE served the Main Board in becoming better
and stronger. Throughout 2019, SZSE conducted nearly
100 visits, surveys and communication activities with
SOEs, organized or participated in nearly 30 SOE
reform training sessions and lectures, and vigorously
supported a group of SOEs such as CMSK, CITIC Steel,
Fawcar and SJZ DFE in becoming better and stronger.
With the development of private companies as the focus,
SZSE continued to serve the SME Board in pursuing
stable development. In 2019, SZSE held a number of
seminars and training classes between the regulator and
market institution experts and listed companies, actively
assisted in the bailout of listed private companies, and
did a good job in the information disclosure of 179
private companies concerning equity transfer, change of
control and introduction of strategic investors, trading
suspension/resumption, stock ownership transfer and
other matters. In 2019, SZSE reduced 135 companies
with a high pledge ratio and supported 114 private
companies in solving difficulties in their development
and transformation through M&A and reorganization,
among which, private companies listed on the SME
Board took the majority. With entrepreneurship and
innovation as the orientation, SZSE actively served the
ChiNext Board in its development and expansion. SZSE
actively served deep integration of capital with
technology and offered “one package” service in policy
consulting, plan adjustment, training & guidance and
technical support. In 2019, over fifty percent of the
targets that the ChiNext Board listed companies planned
to acquire were from strategic emerging industries. For
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example, KFMI improved its product types by acquiring
Soleras Holdco, which further enhanced it market
position in the field of high sputtering target materials.

Third, enhancing regulation. On the one hand, SZSE
strengthened classified regulation and utilized
regulatory resources scientifically. SZSE optimized the
review model of reorganization plans. In principle, SZSE
will no longer inquire about preliminary reorganization
plans, and will reduce inquiries about reorganization
plans involving industrial integration, transformation and
upgrading and so on, strengthen pre-event and in-
process regulation of reorganization plans concerning
key companies and major risks and conduct repeated
inquiries when necessary. A total of 145 reorganization
inquiry letters were issued throughout the year, of which
31 reorganization plans involved the issuance of two
inquiry letters. On the other hand, SZSE strengthened
“whole-chain” regulation to facilitate regulated
development of the market. In 2019, affected by multiple
factors from both domestic and overseas environments,
the risk of unfulfilled commitments and the risk of
goodwill impairments were the most prominent among
listed companies. For example, Zeus provided CNY 4.06
billion allowance for goodwill impairments for its
reorganization targets, which led to CNY 7.151 billion
losses to the company. Other examples are Dongfang
Precision and Tanac Automation. The performance of
their reorganization targets fell short of expectations, or
the transaction counterparts had disputes about
performance compensation. SZSE continued to track
the implementation of reorganization plans, questioned
every company involving relevant problems, enhanced
regulatory coordination, applied for field inspection and
audit participation when necessary, and gave
disciplinary punishments to companies involved in 11
failures to fulfill performance commitments.

In 2020, the domestic M&A and reorganization market is
in the ascendant. SZSE will always adhere to the
market-based, rule-of-law direction, conscientiously
study and implement the new securities law, follow the
unified arrangements of CSCR, focus on promoting the
action plan on improving the quality of listed companies,
carry out and deepen the requirements on the market-
oriented reform of M&A and reorganization, improve
basic systems, enhance regulation effectiveness and
service level, stimulate market vitality, give play to the
role as the main channel for optimal allocation of
resources, facilitate technological innovation, advance
industrial transformation and upgrading, support listed
companies in achieving high-quality development
through M&A and reorganization, and strive to provide
more efficient, higher-quality financial services for the
development of the real economy.
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The First Government Bonds in Guangdong
Province in 2020 Successfully Issued on Shenzhen
Stock Exchange

On January 17,2020, the first government bonds in
Guangdong Province in 2020 were successfully issued
via the Ministry of Finance-SZSE government bond
issue system. Those are local government bonds with
the largest bidding bond quantity in a single stock market
and the largest issue volume in a single batch and are
another important achievement of Shenzhen Stock

21



J M L

Exchange (SZSE) in deepening service to the real
economy and serving the Guangdong-Hong Kong-
Macao Greater Bay Area and Shenzhen’s building of a
pilot demonstration area of socialism with Chinese
characteristics.

The government bonds of Guangdong Province include
one general bond and 29 special bonds with maturity
periods of 5, 7, 10, 15, 20 and 30 years, with a total
volume of CNY132.668 billion. The funds raised will
mainly be used in the infrastructure construction of the
Guangdong-Hong Kong-Macao Greater Bay Area and a
number of major projects in Guangdong Province
including transportation, energy, agricultural and forest
water conservancy, ecology, environmental protection,
people’s livelihood and toll roads, which will help
advance the infrastructure  construction and
undertakings concerning people’s livelihood of
Guangdong. The underwriting syndicate, formed by 68
financial institutions, actively made bids, with a total
bidding amount of over CNY2.3 trillion. The bid winning
interest rates of the bonds with different terms were up
25bps from the benchmark. Securities companies in the
underwriting syndicate bid for a total of over CNY1.4
trillion of the issuance and won CNY42.82735 billion,
accounting for 32.28% of the total issue volume. The
local government bond offering set a record for its kind
in terms of the issue scale, the total bid amount and the
number of bonds in a single issuance.

In recent years, SZSE has attached great importance,
adopted various measures and made meticulous
arrangements. To meet the diversified demands of
government bond issuers, SZSE has provided
customized services, continued to improve work
procedures and strengthened issue services. On the
one hand, based on the characteristics of each bond
issuance, SZSE has actively communicated with the
issuer on the issuance plan, made good preparations for
the issuance and spared no effort to make organization
and mobilize market participants. On the other hand,
SZSE has made careful and full technology preparations
and field guarantee, organized underwriting syndicate
members to participate in the simulation testing in
advance, and ensured procedures are smooth and in
order and technology system is safe and reliable, so that
issuance tasks and objectives could be completed and
achieved with high quality.

At present, SZSE is continuing to improve the
infrastructure of the bond market, actively serving local
governments in investment and financing innovation and
promoting the implementation of local bond ETF
products, with the local government bond bidding and
issuance covering 32 provinces, cities and autonomous
regions. Next, SZSE will fully implement the guiding
principles of the 2020 CSRC Working Conference, stick
to the mission of serving the real economy, continue to
improve quality and efficiency by providing all-round

services, actively give play to the financing function and
service advantages of the bond market under the new
development philosophy, and continue to solidly
promote the high-quality development of the SZSE bond
market.
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Overview of the Refinancing Market of Shenzhen
Stock Exchange in 2019

Refinancing of listed companies is an important function
of the capital market. In 2019, facing changes in
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domestic and overseas economic situations, the
Shenzhen Stock Exchange (SZSE) listed companies
focused on main business, explored opportunities in
various aspects and flexibly used the refinancing toolkit.
They implemented and completed 106 refinancing
transactions, which raised CNY116.2 billion. The active
refinancing market has effectively promoted the
technological innovation and industrial transformation
and upgrading of enterprises and enhanced market
vitality and resilience, further improving the quality and
efficiency of serving the real economy.

In 2019, SZSE refinancing market gained a new feature,
that is, convertible bonds replaced private placement as
the featured variety. According to statistics, in 2019
SZSE-listed companies implemented and completed
106 refinancing transactions including convertible bonds,
private placement and rights issue, which raised funds
of CNY116.2 billion, higher than the CNY64.6 billion
raised through IPO in the corresponding period. There
were 63 convertible bond issues, which raised CNY76.8
billion, up 1 time and 1.5 times respectively from 2018.
Both the quantity and scale of issuance reached a
record high. There were 36 private placements, which
raised CNY32.2 billion, down by 28% and 59% from
2018 respectively. Moreover, in 2019 SZSE completed
4 rights issue transactions, 2 directional convertible
bond transactions and 1 public follow-on issue, which
raised a total of CNY7.2 billion.

Refinancing instruments are more diversified. In 2019
SZSE-listed companies' refinancing methods were
blossoming in various aspects. Convertible bonds grew
rapidly. Directional convertible bonds were issued.
Ppublic follow-on issue returned, and rights issue and
preferred  stocks-maintained  momentum.  First,
convertible bonds became the main force in the
refinancing market, which raised funds twice those
through private placement. Second, King-Strong
Directional Convertible Bond and Huming Directional
Convertible Bond were successfully issued, marking the
official landing of innovative directional convertible bond
products in the A-share market. Some 20 companies
including CCHN (000661) and LKDF (002413) followed
suit, making directional convertible bonds a new
highlight in the refinancing market in 2019. Third,
TOPSTAR (300607) completed the first public follow-on
issue on the ChiNext Board and raised CNY800 million,
filling in the blank of nearly 5 years in the A-share public
follow-on issue market. Later, Bossco (300422)
obtained the approval of China Securities Regulatory
Commission (CSRC) for its public offering plan. Fourth,
the issuing scale of rights issue and preferred stocks
grew significantly. In 2019 SZSE-listed companies
completed 4 rights issue transactions, with an average
financing amount per company of CNY1.6 billion, twice
that in 2018. THST (300197) and MCST (300355)
completed their preferred stock offerings in 2019.

The issuance is more convenient and the market more
active. In 2019 refinancing review efficiency continued
to improve and the average review cycle was clearly
reduced, further facilitating listed companies' refinancing.
The average review time of private placement reduced
from 327 days in 2018 to about 240 days in 2019. Eve
(300014) obtained the approval for its private placement
plan in less than 60 days, and it took Anzhongding
(000887) less than 80 days from submitting an
application to obtaining the approval for convertible bond
issue. On the other hand, refinancing subscription
picked up. The convertible bond variety was especially
popular among investors. In 2019 the average online lot
wining rate of convertible bonds fell to 0.042%, while the
issuance success rates of SZSE convertible bonds,
rights issue, preferred stocks and public follow-on
offering were all 100% and that of private placement was
95%.

The purposes of fund use are more focused. In 2019
ninety percent of the issuing entities of refinancing on
SZSE were high-tech enterprises, and eighty percent of
the funds they raised were invested in their main
business, assisting in their transformation and
upgrading. IFLYTEK (002230) raised CNY2.927 billion
and mainly used it in the R&D of new-generation core
sensing and cognitive technologies. Naura (002371)
raised CNY2 billion and mainly used it in high-end
integrated circuit equipment R&D and industrialization
projects. Zhongji Innolight (300308) raised CNY1.556
bilion and mainly used it in its 400G photo-
communication module R&D and manufacturing project.

The results of serving private companies are more
remarkable. In 2019, 85 SZSE-listed private companies
successfully completed refinancing and raised CNY70.7
billion, which, to some extent, relieved the difficulties
faced by private companies in access financing. 33 of
those private companies raised CNY29.5 billion through
equity financing, from which their asset-liability ratio
decreased by 7 percentage points in average and their
asset structure improved. 52 private companies raised
CNY41.2 billion, and their first-year average coupon rate
was only 0.44%. Those funds are expected to save
financing expenses by CNY1.6 billion in 2020, easing
their financial burdens significantly.

In November 2019, CSRC released the exposure draft
for refinancing rules and further improved basic systems,
optimized procedures and mechanisms and stimulated
market vitality. This has provided more convenient and
smoother refinancing channels for listed companies.
Next, SZSE will faithfully follow the overall arrangement
of CSRC to deepen the reform of the capital market on
all sides, focus on advancing the action plan on
improving the quality of listed companies, actively
promote and implement the reform of the refinancing
system, revise and improve supporting rules and guides.
All these are aimed to effectively enhance direct
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financing capability, give full play to the resource
allocation function of SZSE as a multi-tiered capital
market, give all-round support to listed companies in
using the capital market to become better and stronger,
and better serve high-quality economic development.
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Overview of Equity Incentive Plans and Employee
Stock Ownership Plans of SZSE-listed Companies in
2019

Equity incentive plans and employee stock ownership
plans are important benefit sharing mechanisms of listed
companies and significant institutional arrangements to
give play to the function of the capital market to serve
the real economy. In 2019, Shenzhen Stock Exchange
(SZSE) listed companies launched a total of 218 equity
incentive plans, which involve 3,715,700,500 shares,
accounting for 2.29% of the total share capital in
average; they launched 88 employee stock ownership
plans, which involve CNY15.287 bilion and
2,057,391,100 shares, accounting for 1.03% of the total
share capital in average.

According to statistics, from 2015 to 2019, SZSE-listed
companies launched 161, 199, 280, 281 and 218 equity
incentive plans respectively, and 281, 127, 164, 96 and
88 employee stock ownership plans respectively.
Specifically, 213 companies launched multi-phased
equity incentive plans, and 153 launched multi-phased
employee stock ownership plans. Equity incentive plans
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and employee stock ownership plans have become
normal practices and effective means to improve
corporate governance and strengthen employee
cohesion and company competitiveness.

In terms of implementation on different boards, the SME
Board and the ChiNext Board listed companies showed
greater enthusiasm. In 2019, the Main Board, the SME
Board and ChiNext Board listed companies launched 22,
78 and 118 equity incentive plans respectively and 18,
43 and 27 employee stock ownership plan respectively.

In terms of implementation by different industries,
technology-incentive industries held a dominant position.
In 2019, the top five industries by the number of equity
incentive plans and employee stock ownership plans
launched by SZSE-listed companies are computer,
communication and other electronic equipment
manufacturing, software and information technology
service, chemical materials and chemical product
manufacturing, electric machinery and equipment
manufacturing, and special equipment manufacturing,
which launched a total of 113 equity incentive plans,
accounting for 51.83% of total plans, and launched 40
employee stock ownership plans, accounting for 45.45%.

On the whole, the equity incentive plans, and employee
stock ownership plans launched by SZSE-listed
companies in 2019 have the following four
characteristics:

First, company performance increased, and long-acting
incentive mechanisms showed effect. The SZSE-listed
companies that implemented incentive plans in 2018
saw their operating income grow by 19.77% and 10.99%
year on year in the first three quarters of 2018 and 2019
respectively and their net profit by -0.11% and 17.15%
respectively. Both their operating performance and
profitability are higher than the average levels of SZSE-
listed companies, demonstrating remarkable effect of
equity incentives.

Second, the number of repurchased shares increased,
and sources of shares became more diversified. The
new Company Law has supplemented six situations in
which shares can be repurchased including employee
stock ownership plans and equity incentive. The
enthusiasm of listed companies that repurchase shares
for equity incentive and stock ownership plans ran high.
In 2019, 55 employee stock ownership plans launched
by SZSE-listed companies used repurchased shares, up
358.33% year on year; 37 equity incentive plans used
repurchased shares, up 208.33%. The sources of
shares used by listed companies to implement incentive
plans have become more diversified.

Third, private companies became the main forces, and
state-owned enterprises sped up implementation. In
2019, of the SZSE-listed companies that launched

equity incentive plans and employee stock ownership
plans, private companies accounted for over eighty
percent. In August 2016, the State-owned Assets
Supervision and Administration Commission (SASAC)
issued Suggestions for State-owned Enterprises with
Mixed Ownership on Carrying out Employee Stock
Ownership Pilot Programs, and in November 2019, the
SASAC released Notice on Furthering Work Concerning
Equity Incentive in Listed Companies Controlled by
Central Enterprises, further improving the efficiency of
equity incentive work in listed companies controlled by
central enterprises. In 2019, SZSE-listed state-owned
enterprises launched 34 equity incentive plans and 12
employee stock ownership plans, up 6.35 percentage
points and 5.31 percentage points from 2018
respectively.

Fourth, the scope for participation of foreign employees
expanded, and market openness improved. In
September 2018, China Securities Regulatory
Commission (CSRC) revised the Measures for the
Administration of Equity Incentives of Listed Companies,
expanding the scope of incentives to include foreign
employees working overseas, which further improved
the enthusiasm of foreign employees. In 2019, 63 equity
incentive plans disclosed by SZSE-listed companies
involved foreign employees, accounting for 28.90% of
the total number of plans launched, up 3.63 percentage
points year on year. Of those plans, 27 involved foreign
employees working overseas, accounting for 12.39% of
the total number of plans launched, up 5.27 percentage
points year on year.

In 2019, SZSE stuck to centering on information
disclosure  and adopted  various measures
simultaneously to guide listed companies in
implementing equity incentive plans and employee stock
ownership plans in a compliant, effective way, which
provided guarantee for establishing long-acting
incentive mechanisms and improving enterprises’ vitality
and profit.

First, SZSE optimized the system of rules and improved
disclosure requirements. SZSE streamlined the original
three memorandums of SZSE and issued the Guidelines
No. 4 on the Supervision and Administration of Listed
Companies — Employee Stock Ownership Plan. Aiming
at such situations in the implementation of employee
stock ownership plans by SZSE-listed companies and
relevant entities in recent years as high leverage risk,
deep participation of big shareholders, continued
inadequate information disclosure and suspected
regulatory arbitrage in “equity incentive” plan setting, the
Guidelines has refined the disclosure requirements on
sources of funds, sources of shares, equity
management mechanism and accounting treatment,
improved the requirements on the review procedures,
avoidance and information disclosure concerning all
links from the planning to the end of an employee stock
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ownership plan, strengthened the pertinence and
effectiveness of rules and protected investors’ right to
know.

Second, SZSE promptly paid attention to and inquired
about relevant matters and maintained market order.
SZSE paid close attention to and inquired about plans
and implementation procedures that failed to meet
relevant regulations, implementation of discounting that
was suspected of benefit transfer, “equity incentivizing”
of stock ownership plans, noncomparable performance
indicators in earlier and later periods, arbitrary setting of
evaluation indicators, etc. SZSE required companies to
supplement, explain and disclose the pricing basis and
rationality of the plan and whether the plan was
suspected of being involved in big shareholder benefit
transfer or in regulatory arbitrage. Throughout the year,
SZSE sent 55 letters of all kinds including letters of
concern and letters of inquiry.

Third, SZSE stuck to being service-oriented and
improved compliance level. SZSE held series special
seminars on equity incentives and organized
representatives of listed companies, the regulator and
market institution experts to discuss such topics as
adjustment of performance evaluation indicators and
information disclosure on termination of plans and guide
companies to carry out work according to regulations.
Through comprehensive training programs such as
board secretary qualification training, CFO training,
continuous board secretary training and industry salon,
SZSE opened 14 relevant courses per session for listed
companies, which covered subjects of equity structure
design, pre-IPO equity operation, practical operation,
accounting treatment, fair value measurement,
information disclosure, tax planning and equity incentive
of companies planning to get listed, to enhance rule
consciousness and improve implementation efficiency.

Next, SZSE will conscientiously carry out the guiding
principles of the 2020 CSRC System Working
Conference, adhere to the main task of deepening
financial supply-side structural reform, stick to the work
requirements of “Four Respects” (respecting the market,
rule of law, profession and risks) and “One Resultant
Force” (seeking support from all sectors of society),
follow the market-oriented, rule-of-law-based direction,
improve the basic systems of the capital market,
optimize long-acting incentive and constraint
mechanisms, strengthen the vitality of micro entities,
and facilitate listed companies in pursuing high-quality
development.
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Shanghai Stock Exchange Reports on Dealing with
SSE-listed Companies’ Violations in Information
Disclosure in 2019

In 2019, the Shanghai Stock Exchange (SSE) earnestly
implemented the requirements of the Party Central
Committee and the State Council for the reform and
development of the capital market and the unified
deployments of the China Securities Regulatory
Commission (CSRC), focused on the primary goal of
improving the quality of the listed companies, followed
the principle of “achieving effectiveness by streamlining
and refining administration” to make every effort in
dealing with the violations in information disclosure,
further tightened the responsibiliies of the “key
minorities” such as directors, supervisors and
executives as well as major shareholders and actual
controllers of the listed companies, and urged the listed
companies and relevant responsible persons to keep in
mind the “four awes (stand in awe of market, rule of law,
expertise and investors)” and defend the “four bottom
lines (not disclose fake information, not engage in
insider trading, not manipulate stock prices and not harm
the interests of listed companies)”. By punishing all kinds
of market irregularities, cracking down on violations,
maintaining the order of information disclosure, and
protecting the interests of small and medium-sized
investors, the SSE has strived to build a sound market
environment.

Adhering to continuous regulation and earnestly
performing the self-regulation duties. In 2019, in
response to the information disclosure violations, the
SSE imposed 40 cases of public condemnation, 103
cases of criticism notices, and 106 cases of regulatory
concern decisions, up by 25%, 63% and 33% year-on-
year respectively. Disciplinary actions and regulatory
concerns involved a total of 110 listed companies, 533
directors, supervisors and executives, and 39
employees of intermediaries.

Adhering to classified supervision and focusing on
irregular companies and risky companies. For the
violations of companies with major risks such as ST
Furen Group Pharmaceutical Co., Ltd. and *ST
Shanghai Zhongyida Co., Ltd., the SSE conducted
serious investigations and imposed the top punishments
of public announcement to be unqualified for senior
management at listed companies and public
condemnation on the companies and the companies’
major officials, so as to respond to the market concerns.
For the four companies which had been delisted from
the market: Hareon Solar Technology Co., Ltd., Dalian
Dafu Enterprises Holdings Co., Ltd., and Beijing Huaye
Capital Holdings Co., Ltd., the SSE dealt with the
relevant violations in a timely manner so as to properly
control the exit of the market.
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Sticking to precise regulation, and seriously
investigating violations of the bottom lines. When
dealing with the cases, the SSE focused more on the
cases involving the “key minorities”, especially the major
cases of serious violations triggering the bottom lines
such as the controlling shareholders and actual
controllers occupying the interests of the listed
companies, and severely punished the main persons
liable by publicly announcing 25 persons in 15 cases to
be unqualified for senior management at listed
companies, up by 114% and 14% year-on-year
respectively. Particularly, two persons liable with
extremely serious violations were publicly announced to
be unqualified for the posts of director, supervisor and
executive at listed companies for life. The SSE took
different disciplinary actions against other persons liable
depending on the circumstances for the purpose of
warning and education.

Attaching importance to both regulation and service and
stepping up compliance training for the listed companies
and the “key minorities”. In 2019, nearly 20 disciplinary
action and compliance training sessions were held to
interpret the laws and rules and make analysis on the
basis of cases. The SSE timely conveyed the regulatory
stances, and urged the companies to improve
governance, regulate operations and enhance business
management.

Specifically, in 2019, the SSE mainly investigated and
dealt with the following six kinds of violations.

The first kind of violations was the behaviors of
misappropriating the interests of listed companies such
as capital occupation and illegal guarantees. In recent
years, as the listed companies are in the face of
complicated internal and external conditions of
operation, some controlling shareholders and actual
controllers have managed to touch the "bottom line" of
encroaching on the interests of listed companies through
the means such as capital occupation and illegal
guarantees. While intensifying the regulation before and
during the process, the SSE seriously held accountable
the "key minorities” who infringed on the companies’
interests, forming a regulatory deterrent. During the year,
22 major cases of capital occupation and illegal
guarantees were handled, including 13 cases involving
public condemnation and public announcement on
disqualification for senior management at listed
companies, up by 120% and 333% respectively year-on-
year. Typical cases include ST Furen Group
Pharmaceutical Co., Ltd. having a huge amount of funds
occupied by controlling shareholders and related parties;
the actual controller of ST Antong Holdings Co., Ltd.
bypassed the company's internal procedures and
transferred and lent the funds of its subsidiaries to
related parties. The aforementioned companies had
warnings against other risks imposed on their stocks

because of failing to rectify the violations in a timely
manner, and were both publicly condemned, with their
actual controllers publicly announced to be unsuitable to
serve as director, supervisor or executive at listed
companies for more than five years.

The second kind of violations involved the companies
with “high levels of valuation, goodwill and commitment
to performance” failing to fulfill the commitment to
performance after the reorganization. With the
commitment periods for the earlier reorganizations
characterized by the “high levels of valuation, goodwill
and commitment to performance” coming to an end, the
"after-effects" of some transactions gradually emerged.
As the underlying assets did not perform well, or the
counterparties did not fulfill their compensation
obligations, some companies lost control of the target
companies. What's worse, in order to avoid
compensation, a small number of counterparties carried
out some bad behaviors such as financial fraud. In the
year, the SSE focused on investigating and dealing with
related cases of violations and vigorously safeguarded
the market environment for mergers and acquisitions
and reorganizations. The SSE dealt with 13 cases and
143 market participants throughout the year. Among the
typical cases, for example, the counterparty of Henan
Huanghe Whirlwind Co., Ltd. in the restructuring
transaction was publicly condemned because of failing
to objectively disclose the performance forecast for the
underlying assets, failing to ensure the disclosure of real
performance by the reorganization target and making
the target company out of control. As the reorganization
target of Guizhou Salvage Pharmaceutical Co., Ltd.
inflated the operating income and the net profit in order
to "fulfill" the commitment to performance, the
counterparty was publicly condemned.

The third kind of violations was failing to fulfill the
commitment to shareholding increase. The investors
pay close attention to the plans for increasing
shareholding released by the major shareholders and
the directors, supervisors and executives, which indicate
their intrinsic recognition of the increases in the
company’s valuation and convey some positive
expectations to the market. In practice, there were the
violations of some entities failing to increase their
holdings as promised. In order to regulate the
commitment behaviors of relevant entities and prevent
insiders from pushing up the stock prices through the
"fake" plans for shareholding increase, the SSE dealt
with 12 cases of violations by major shareholders and 5
cases of violations by directors, supervisors and
executives. Among the typical cases, the actual
controller of Guangzhou Yuetai Group Co., Ltd., the
controlling shareholder of Shan Dong Jiang Quan
Industry Co., Ltd. and the second largest shareholder of
Cultural Investment Holdings Co., Ltd. were publicly
condemned as they failed to increase any shareholdings
at the end of the commitment periods after announcing
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the plans for large amounts of shareholding increase.

In the fourth kind of violations, the share repurchase was
not implemented as planned. Share repurchase is an
important way for listed companies to reward investors.
A company's disclosure and implementation of the
repurchase plan will release positive signals to the
market and conduce to the stabilization of the
company's stock price. After the promulgation of the
detailed rules for share repurchase, quite a few
companies have disclosed their repurchase plans, and
more than 90% of them have completed their
repurchase commitments. However, a small number of
companies left the market after “breaking their promises”
at the end of the repurchase periods. In order to punish
the dishonest behaviors and supervise the companies’
fulfillment of commitments, the SSE promptly initiated
the handling of the violation cases of more than 10 listed
companies such as Kingfa Sci. & Tech. Co., Ltd. failing
to implement their repurchase plans, and publicly
condemned a small number of companies such as
Beijing Huaye Capital Holdings Co., Ltd. had been
delisted for the serious cases.

The fifth kind of violations included financial fraud and
failure to disclose the information as scheduled. Periodic
reports are the main medium reflecting the operating
results of a listed company and the key information for
the investors to make investment decisions. Cracking
down on financial fraud and failure to disclose annual
reports on schedule had always been the important
tasks for the SSE to improve the overall quality of the
companies’ information disclosure. In the year, 14 cases
of such violations were handled, an increase of 133%
year-on-year, and public condemnation was issued in 10
of the cases, involving 141 persons liable. Among the
typical cases, Sunny Loan Top Co., Ltd. and *ST Hubei
Yangfang Holding Co., Ltd. were publicly criticized for
inflating their operating incomes and profits in the annual
reports by improperly confirming the investment
incomes and exaggerating the sales proceeds
respectively. *ST Shanghai Zhongyida Co., Ltd. and *ST
Xinjiang Yilu Wanyuan Industrial Investment Holding
Co., Ltd. had the companies and their relevant directors,
supervisors and executives publicly condemned for
failing to disclose the annual reports on schedule.

In the sixth kind of violations, some intermediary
agencies were not diligent and responsible enough.
Securities intermediaries are an important part of the
securities market ecology, and play an important role of
inspection, verification and professional supervision in
improving the governance of the capital market. In order
to urge the intermediary agencies to strictly perform the
duties as "gatekeepers", in the year, the SSE dealt with
a total of 13 related cases, involving 4 intermediaries in
financial consulting, accounting and evaluation, and 39
related sponsors liable, up by 33.33% and 387.5% yeatr-
on-year respectively. Among the typical cases, the

annual audit accountant of the Beijing Huaye Capital
Holdings Co., Ltd. which had been delisted had a notice
of criticism circulated for failing to audit and verify the
company's debt investment business in large amounts
strictly in accordance with the practice standards. The
evaluation agency and appraisers of *ST Jiangsu
Protruly Vision Technology Group Co., Ltd. were publicly
condemned for the apparent violation of practice
standards in the evaluation activities during the
company's reorganization, the inaccurate contents in the
evaluation report, and the major omissions in the
working papers.

In 2019, the SSE continued to regulate the disciplinary
actions, improve the timeliness, promote the open
regulation, and enhance the regulatory credibility. Going
forward, the SSE will fully implement the requirements
of the new “Securities Law”, focus on the primary goal of
improving the quality of listed companies, give full play
to the role of self-regulation in the accountability system
market-wide, further enhance the connection between
self-regulation and administrative supervision, maintain
the regulatory concentration, form the regulatory
synergy, perform self-regulatory duties in accordance
with laws and rules, work together to make the
regulatory enforcement more efficient, effectively protect
the legitimate rights and interests of investors, and
contribute to the creation of a sound ecology in the
capital market.
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China’s Ministry of Science and Technology and

Shanghai Stock Exchange Sign MOU on Deepening
FinTech Integration
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On December 26, 2019, the Ministry of Science and
Technology (MOST) and the Shanghai Stock Exchange
(SSE) signed a cooperation memorandum of
understanding (MOU) on jointly promoting the healthy
development of the SSE STAR Market and
strengthening support for major national tasks in
innovation. Witnessing the signing ceremony were Li
Meng, member of the Party Leadership Group and vice
minister of the MOST, and Huang Hongyuan, Party chief
and chairman of the SSE. At the same time, the MOST
and the SSE jointly held a forum for the enterprises of
scientific and technological innovation to solicit opinions
and suggestions on promoting the healthy and rapid
development of the SSE STAR Market and the
directions of scientific and technological innovation for
the national “14th Five-Year Plan”, etc.

President Xi Jinping attaches great importance to the
construction of the SSE STAR Market, and required that
in launching the SSE STAR Market and piloting the
registration-based IPO system, we should adhere to the
purposes, improve the quality of listed companies, and
support and encourage the listing of the companies of
"key and core technology". The signing of the MOU
between the MOST and the SSE is an important
measure to implement the relevant instructions of
President Xi Jinping, and is of great significance to
deepening the integration of technology and finance and
guiding the support of the financial capital for major
technological innovations.
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The Financial Conduct Authority of the United
Kingdom Introduces New Overdraft Rules which
Mean 7 out of 10 People will be Better Off or See No
Change

Around 14 million people use an unarranged overdraft
each year, and all of these users will be better off or see
no change. The Financial Conduct Authority’s work
highlighted that unarranged overdraft prices were
regularly 10 times - and for some consumers as much
as 20 times - as high as for payday loans. Customers at
some large banks were charged effective arranged
overdraft rates in excess of 80% per year once fees and
charges are factored in.

The cost of borrowing £100 through an unarranged
overdraft is expected to drop from a typical £5 per day
to under 10p per day. For an unarranged overdraft user
borrowing £100 for 7 days the changes to the market
could see them better off by as much as £55.35 a month.
Those who use their arranged overdraft to borrow
smaller amounts, are more likely to be better off. Some
borrowers who use their arranged overdraft to borrow
larger sums can now see the true cost of borrowing.
Where prices have increased, the Financial Conduct
Authority encourages people to shop around and
consider using cheaper forms of borrowing, such as a
0% credit card, other credit card or alternative products.

Firms must now charge a simple annual interest rate —
without additional fees and charges for using an
overdraft. This means that while headline interest rates
have increased, the cost of borrowing has gone down or
remained unchanged for most people. It will also be
easier for everyone to understand what they’re paying,
and to compare overdrafts between different providers
and different forms of credit. FCA research previously
found that 4 out of 5 overdraft users couldn’t work out
which of a range of overdraft models was the cheapest.

Christopher Woolard, Executive Director of Strategy and
Competition at the Financial Conduct Authority said:
‘Our changes expose the true cost of an overdraft. We
have eliminated high prices for unarranged overdrafts.
This will result in a fairer distribution of charges, helping
vulnerable consumers, who were disproportionately hit
by high unarranged overdraft charges, and many people
who use their overdraft from time-to-time.’

‘7 out of 10 overdraft users will be better off or see no
change. At two banks that figure is 9 out of 10.
Consumers can now see how expensive overdrafts
really are. Those who are worse off should consider
shopping around to find a cheaper deal. Credit and other
forms of borrowing can be significantly cheaper for long-
term users.’

Out of the 6 largest retail banking groups analyzed,
there are some scenarios where consumers will pay
more. People who are likely to pay more for an overdraft
are those borrowing larger amounts for longer periods of
time, who should consider alternatives to borrow more
cheaply.
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Christopher Woolard continued: ‘Overdrafts were not
designed to be used for large amounts for long periods
of time. Consumers should consider other methods of
credit if they find they need to borrow for longer. In
addition to this, we have made it clear that firms have to
treat all customers who are affected by changes to their
charging structures fairly. In particular, firms must
identify customers adversely impacted and take steps to
support them if they're in difficulty.’
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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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