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Hong Kong Securities and Futures Commission and
The Stock Exchange of Hong Kong Limited Issue
Further Guidance on the Joint Statement in relation
to Results Announcements in light of the COVID-19
Pandemic

On March 16, 2020, The Securities and Futures
Commission (SFC) and The Stock Exchange of Hong
Kong Limited (the Exchange) releases further guidance
for listed issuers with 31 December financial year end on
the publication of their preliminary results and annual
reports.

The SFC and the Exchange issued a Joint Statement on
February 4, 2020 and a set of Frequently Asked
Questions (FAQ) on February 28, 2020 to provide
guidance on the publication of preliminary results
announcements due on March 31, 2020. The Joint
Statement encouraged listed issuers to consult with the
Exchange on the financial information that an issuer may
publish if it is unable to obtain agreement from its
auditors on its preliminary results, with a view to
minimizing disruptions to trading while ensuring that the
investing public continues to receive sufficient
information to make informed investment decisions.
Since then, the Exchange has been in active dialogue
with issuers with a March 31 reporting deadline and has
given specific guidance to them regarding the financial
information that they plan to publish.

The challenges arising from the COVID-19 pandemic
are unprecedented and the SFC and the Exchange are
cognizant of the challenges that market participants
have been facing under the circumstances. In view of
the severity of the outbreak, it is necessary and
appropriate to encourage market participants to accord
priority to the health and safety of all concerned,
including the accounting and other personnel of listed
issuers and auditors carrying out their work. Listed
issuers should assess what is reasonable in fulfilling
their reporting obligations in light of their individual
circumstances and the SFC and the Exchange will strive
to provide assistance as far as possible.
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The SFC and the Exchange note that some issuers wish
to have further clarification on some aspects of the Joint
Statement, including additional guidance on Q.3 of the
FAQ as to what would suffice as material financial
information necessary to enable trading in the issuer’s
securities to continue (Material Financial Information).
Accordingly, the SFC and the Exchange issues further
guidance as follows:

Guidance for issuers unable to publish a preliminary
results announcement in accordance with the Rules
by March 31, 2020

As explained in Q.1 and Q.2 of the FAQ, if by March 31,
2020 an issuer is able to publish a preliminary results
announcement without agreement with its auditors, or its
management accounts, then the Exchange will normally
not suspend trading in its securities. In all other cases
the issuer should consult the Exchange as soon as
possible to discuss its individual circumstances.

Further to the Exchange’s guidance in Q.3 of the FAQ,
to allow trading in an issuer’s securities to continue, the
issuer should publish Material Financial Information
which includes:

e Key financial figures such as assets, liabilities,
income and expenses, and changes in
shareholders' equity; and

e Narrative discussions of its financial position and
performance during the year to supplement the
financial figures provided, including the impact of
any material events and any material transactions
that have taken place.

In all cases, the announcement should also explain how
and why the travel and other restrictions have affected
the issuer’s ability to meet its reporting deadline.

Guidance on publication of annual reports due by
March 31, 2020 (GEM issuers) and April 30, 2020
(Main Board issuers)

The SFC and the Exchange recognize that the COVID-
19 pandemic has caused prolonged operational
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difficulties amongst issuers and professional services
firms, and therefore decides on the following
arrangements for the publication of annual reports due
by March 31, 2020 (GEM issuers) and April 30, 2020
(Main Board issuers).

An issuer may defer the publication of its annual report
initially for up to 60 days from the date of this statement
if the issuer has published, on or before March 31, 2020,
(i) its preliminary results with its auditors' agreement in
compliance with Main Board Rule 13.49 or GEM Rule
18.49 (as applicable); (ii) its preliminary results without
its auditors' agreement pursuant to the Joint Statement
(Q.1 of the FAQ); (iii) its management accounts (Q.2 of
the FAQ); or (iv) Material Financial Information (see
above and Q.3 of the FAQ).

An issuer deferring the publication of its annual report as
outlined above must: (i) announce an estimation of when
it expects to publish its annual report with an explanation
of the factors that it considered in arriving at such
estimation, and (ii) keep the market informed of the
expected publication date of its annual report along with
other updates as appropriate.

The SFC and the Exchange appreciate that it is
uncertain when the travel restrictions and other
precautionary measures against the COVID-19
pandemic can be lifted and that an extension beyond the
60-day period mentioned above (further extension) may
be warranted in some cases. The Exchange will
consider applications for a further extension solely on a
case-by-case basis having regard to the individual
circumstances of the issuer. To apply for a further
extension, an issuer must provide the Exchange with: (i)
an explanation of why such further extension is
necessary (e.g. why the necessary accounting or other
information remains unavailable or why its auditors
continue to be unable to obtain the verification needed
to provide assurance to the required standards); (ii) the
details of its plans to prepare and publish its annual
report; and (iii) its proposed announcement in relation to
such further extension (including any updated financial
and operational information that it is able to provide to
the market in the interim). The Exchange will assess
each application taking into account, among other
things: (i) the need for the market to be adequately
informed as to the issuer’s financial position and
performance; and (ii) the comparability of available
information for traded stocks.

The SFC and the Exchange remind Issuers that they
need to separately comply with any additional
requirements that apply under the laws and regulations
of their jurisdiction of incorporation and their articles of
association, especially with regards to holding Annual
General Meetings. An extension granted by the
Exchange would not modify, exempt or defer any
requirements that apply under the laws and regulations

of their jurisdiction of incorporation and their articles of
association.
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Source KJ&:
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Hong Kong Exchanges and Clearing Limited
Enhances Stock Connect with Planned Launch of
Master Special Segregated Account Service for
Fund Managers

On March 18, 2020, Hong Kong Exchanges and
Clearing Limited (HKEX) announces the Ilatest
enhancement in Stock Connect, its landmark mutual
market access program with the Mainland China
exchanges.

A new Master Special Segregated Account (Master
SPSA) service for fund managers will be launched in the
first half of 2020, subject to approval from the Hong
Kong Securities and Futures Commission and market
readiness. This optional Master SPSA service will
facilitate more efficient pre-trade checking of
Northbound sell orders and average pricing execution at
the fund manager level.

“Stock Connect gives international investors
unparalleled access to Mainland China’s equity markets
in an efficient, reliable, and convenient manner,” said
HKEX Head of Markets Wilfred Yiu.

“Master SPSA Service will provide added benefit and
convenience for institutional investors and market
participants, and forms part of our ongoing commitment
to invest in Stock Connect,” he said.

Under Stock Connect, China A shares must be available
for pre-trade checking before they can be sold.
Accordingly, HKEX has built a robust pre-trade checking
mechanism for Northbound trading.

The original SPSA service was set up in 2015 for
institutional investors to satisfy this requirement,
removing the need to transfer shares they control to
executing brokers prior to a sale.

Master SPSA service is an enhancement to the existing
SPSA service to allow pre-trade checking to be
conducted at a fund manager, or aggregate level, to help
increase their operational efficiencies while maintaining
the same post-trade settlement processes at the
individual SPSA level for consistency.
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More details about the Master SPSA service are
available on the HKEX website.
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Source KJE:
https://www.hkex.com.hk/News/News-
Release/2020/200318news?sc_lang=en

The Stock Exchange of Hong Kong Limited
Publishes Its Latest Listing Committee Report

On March 16, 2020, The Stock Exchange of Hong Kong
Limited (the Exchange), a wholly owned subsidiary of
Hong Kong Exchanges and Clearing Limited (HKEX),
publishes its Listing Committee Report for 2019, a
review of the Listing Committee’s work during the year

and an overview of its policy agenda for 2020 and
beyond.

The Exchange and the Listing Committee had a busy
and important 2019. The 2018 reforms to facilitate the
listing of companies from emerging and innovative
sectors continued to yield positive results in 2019. A total
of 10 companies were listed under the new listing
chapters, accounting for 37 per cent of the total amount
of funds raised during the year. This included nine new
biotech companies listed under Chapter 18A, as well as
Alibaba Group Holding Limited, the first secondary
listing under Chapter 19C and Hong Kong's biggest
listing in 2019. These new listings helped expand the
diversity of choice available to investors on the
Exchange.

“It was very encouraging to see new economy listings
proceed at pace last year following the new Listing Rule
chapters that the Committee implemented in 2018. In
2019, we continued to focus on upholding the quality
and reputation of the Exchange’s markets by concluding
market consultations relating to backdoor listings and on
disclaimer opinions, whilst also implementing the new
delisting regime. In 2020, we will continue to focus on
both market development and quality of market matters,”
said Andrew Weir, Chairman of the Listing Committee.

During the year, the Exchange also consulted the
market on the review of the Environmental, Social and
Governance (ESG) Reporting Guide and proposed
changes to improve the ESG governance and disclosure
framework for listed issuers and launched two ESG e-
training courses.

To enhance the Exchange’'s own decision-making
structures, the Exchange established a new
independent review committee to review all decisions
made by the Listing Committee.

For 2020, the Exchange is set to engage the market on
a variety of issues, including reviewing the regime for the
share schemes of listed issuers, as well as consulting
the market on a review of the Exchange’s disciplinary
powers and sanctions. The Exchange will also consider
requiring online display of documents to widen public
access to issuers’ information, to help enhance
transparency and facilitate investors to make investment
decisions.

“Priorities for 2020 will include reviewing our regime for
overseas companies to facilitate such listings in Hong
Kong and so further broaden the opportunities available
to investors on our markets. We will also be reviewing
how to optimize the IPO price discovery process and
market infrastructure (such as the IPO settlement cycle)
to ensure that Hong Kong remains competitive amongst
its peers,” said Bonnie Y Chan, Head of Listing at HKEX.
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The Listing Committee, which consists of 27
independent members and the HKEX Chief Executive
as an ex-officio member, acts both as an independent
administrative decision maker and an advisory body for
the Exchange. It oversees the Listing Division, provides
policy advice to the Exchange on listing matters, takes
decisions of material significance for listing applicants,
listed issuers and the individuals concerned, and acts as
a review body.

The Listing Committee Report 2019 can be found on the
HKEX website. The website also has information on the
role and mode of operation of the Listing Committee.
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The Stock Exchange of Hong Kong Limited
Launches E-Training and Publishes Guidance
Materials on ESG Reporting

On March 6, 2020, The Stock Exchange of Hong Kong
Limited (the Exchange), a wholly owned subsidiary of
Hong Kong Exchanges and Clearing Limited (HKEX),
publishes the following updated guidance materials on
environmental, social and governance (ESG) reporting:

e E-training;

e Guide for board and directors titled “Leadership
role and accountability in ESG”;

e Step-by-step ESG Reporting Guidance titled “How
to prepare an ESG report”; and

o Frequently Asked Questions Series 18.

The launch of the updated guidance materials aims to
help issuers better navigate the evolving standards on
ESG reporting.

“ESG is a dynamic area. As ESG considerations
increasingly move into the mainstream, HKEX, as the
market regulator, is committed to ensuring that HKEX’s
ESG framework and guidance are up to date with
investor and stakeholder expectations,” said Bonnie Y
Chan, HKEX'’s Head of Listing.

“Following conclusion of the review of our ESG
requirements in December 2019, the launch of our latest
ESG training and guidance materials reflects our
commitment to enhance ESG reporting, and is part of
our ongoing efforts in providing training, guidance and
resources to assist our issuers in the area.”


https://www.hkex.com.hk/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Director-Training-Programme?sc_lang=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/directors_guide.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/directors_guide.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/step_by_step.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/step_by_step.pdf?la=en
https://en-rules.hkex.com.hk/net_file_store/new_rulebooks/h/k/HKEX_FAQ_18.pdf

J M L

E-training

To facilitate issuers’ understanding of the amendments
(New ESG Requirements) to the Listing Rules and the
ESG Reporting Guide (Guide) adopted in the
“Consultation Conclusions on Review of the
Environmental, Social and Governance Reporting Guide
and related Listing Rules” (ESG Conclusions) published
in December 2019, the Exchange has launched an e-
training course, “Exchange’s New ESG Requirements”,
which covers the following six topics:

e Exchange’s new ESG requirements
e Board governance

e Reporting principles and boundary
e Setting targets

e Climate change

e Social KPIs

The e-training takes approximately 60 minutes to
complete.

New guide for board and directors

Echoing the key focus of the ESG Conclusions to
support and improve the board’s leadership role and
accountability in ESG and the governance structure for
ESG matters, the Exchange has published a new guide
for board and directors titled “Leadership role and
accountability in ESG”tailored for directors in
understanding and carrying out their roles in ESG
reporting under the New ESG Requirements. The new
publication contains self-assessment questions for
boards and directors to find out where their companies
are, and what they should do to set up the governance
structure and refine relevant policies or systems for
reporting under the New ESG Requirements.

Updated Step-by-step ESG Reporting Guidance

The Exchange has updated its “How to prepare an ESG
report” and related appendices to reflect the New ESG
Requirements, including adding a new appendix with
specific guidance on the calculation of key performance
indicators under the “Social” Subject Area of the Guide.

Frequently Asked Questions Series 18

New questions have been added to clarify different
aspects of the New ESG Requirements. Where
applicable, existing questions were updated to reflect
the Guide as amended by the New ESG Requirements.

For additional information, please see the ESG
section of the HKEX website.
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https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/May-2019-Review-of-ESG-Guide/Conclusions-(December-2019)?sc_lang=en
https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/May-2019-Review-of-ESG-Guide/Conclusions-(December-2019)?sc_lang=en
https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/May-2019-Review-of-ESG-Guide/Conclusions-(December-2019)?sc_lang=en
https://www.hkex.com.hk/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Director-Training-Programme?sc_lang=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/directors_guide.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/directors_guide.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/step_by_step.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/step_by_step.pdf?la=en
https://www.hkex.com.hk/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance?sc_lang=en
https://www.hkex.com.hk/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance?sc_lang=en
https://www.hkex.com.hk/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Director-Training-Programme?sc_lang=zh-HK
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/directors_guide_c.pdf?la=zh-HK
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/directors_guide_c.pdf?la=zh-HK
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/step_by_step_c.pdf?la=zh-HK
https://hkexcn-att.thomsonreuters.com/PDF.php?mid=416bd8104f107238219dd8dad427bc52
https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/May-2019-Review-of-ESG-Guide/Conclusions-(December-2019)?sc_lang=zh-HK
https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/May-2019-Review-of-ESG-Guide/Conclusions-(December-2019)?sc_lang=zh-HK
https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/May-2019-Review-of-ESG-Guide/Conclusions-(December-2019)?sc_lang=zh-HK
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The Listing Committee of The Stock Exchange of
Hong Kong Limited Censures Great Wall Belt &
Road Holdings Limited (Stock Code: 524) for
Breaching the Listing Rules

On March 13, 2020, The Listing Committee (“Listing
Committee”) of The Stock Exchange of Hong Kong
Limited (the Exchange)

CENSURES:
(1) Great Wall Belt & Road Holdings Limited (formerly

known as e-Kong Group Limited) (“Company”)
(Stock Code: 524) for breaching:-

(@) Rules 14.34, 14A.35, 14A.36, 14A.39 and 14A.46 of
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“Listing
Rules”) in respect of the Disposal and Additional
Transactions (defined below);

(b) Rule 2.13(2) in respect of announcements published
on June 16 and July 21, 2017;

FURTHER CENSURES:

(2) Mr. Yeung Chun Wai, Anthony (“Mr. A Yeung"),
former executive director (“ED") and Chairman of
the Company;

for breaching Rules 3.08(d), (e) and (f) of the Listing
Rules, and the obligations under the Declaration and
Undertaking with regard to Directors given to the
Exchange in the form set out in Appendix 5B to the
Listing Rules (“Undertaking”) for failing to comply to the
best of his ability, and use his best endeavors to procure
the Company’s compliance, with the Listing Rules;

AND STATES in the Exchange’s opinion, by reason of
his willful and/or persistent failure to discharge his
responsibilities under the Listing Rules, had he
remained in office, Mr. A Yeung's retention of office
would have been prejudicial to the interests of investors;

The Listing Committee also CRITICIZES:
(8) Mr. Chan Chi Yuen, former ED of the Company;
(4) Mr. Wong Xiang Hong, former ED of the Company;

(5) Mr. Yeung Chun Sing Standly, former ED of the
Company; and

(6) Mr. Fung Chan Man Alex, former independent non-
executive director (“INED”) of the Company;

for breaching Rule 3.08(f) of the Listing Rules, and their
Undertaking for failing to comply with the Listing Rules
to the best of their ability and failing to use their best
endeavors to procure the Company’s compliance with
the Listing Rules.

(The directors identified at (3) to (6) above are
collectively referred to as the “Relevant Directors”).

For the avoidance of doubt, the Exchange confirms that
the sanctions in this news release apply only to the
Company, Mr. A Yeung and the Relevant Directors and
not to any other past or present directors of the
Company.

HEARING


https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/directors_guide_c.pdf?la=zh-HK
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Listed-Issuers/Environmental-Social-and-Governance/Exchanges-guidance-materials-on-ESG/step_by_step_c.pdf?la=zh-HK
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On January 21, 2020, the Listing Committee conducted
a hearing into the conduct of the Company, Mr. A Yeung
and the Relevant Directors in relation to their obligations
under the Listing Rules and the Undertaking.

FACTS
The Disposal

On June 9, 2017, by written resolutions, the Relevant
Directors approved a disposal (Disposal) of 5.7 million
shares of SingAsia Holdings Limited (stock code: 8293)
(SingAsia) by a subsidiary of the Company (Subsidiary)
to Mr. A Yeung at HK$4.65 per share (Agreed Price).
The written resolutions stated inter alia the Company
was in immediate need of cash to satisfy its payment
obligations to a bank. It did not state when the Disposal
would take place.

Mr. A Yeung executed the Disposal on June 9, 2017
(without the knowledge of the board of directors of the
Company (Board) on market at an average price of
around HK$7.316 per share (Transaction Price). The
Agreed Price represented a 36.47 per cent discount on
the Transaction Price of the SingAsia shares.

The Disposal was announced on June 16, 2017 (June
Announcement). While the Company noted the
connected transaction, it stated it was exempt from
shareholders’ approval. Under the “Reasons for and the
benefits of the Disposal” section, the Company stated
the purpose was to realize investment gain, obtain
additional cash flows and use the sale proceeds as
general working capital of the Company. The
announcement did not disclose the Transaction Price.

The Company issued a further announcement on July
21, 2017 (July Announcement) elaborating on the
Transaction Price and a mechanism to refund the price
difference to Mr. A Yeung. Although the Company
alluded to a pressing need for cash, it did not provide
any explanation as to the reasons for such need. The
July Announcement was also silent on how the Agreed
Price was arrived at, or its implications on the gain of
investment.

The Company subsequently sought independent
shareholders’ ratification for the Disposal which was
refused. This resulted in Mr. A Yeung's agreement to
return the SingAsia shares to the Company. To date,
only 4 million shares have been returned and the
balance of 1.7 million shares remain outstanding.

Additional Transactions

During the period from August 2015 to June 2017, the
Subsidiary and Mr. A Yeung executed seven other
connected transactions with respect to the
sale/purchase of shares from other listed companies

(Additional Transactions) without the Board’s knowledge
or approval. Details of the Additional Transactions were
announced by the Company on November 24, 2017.
Independent shareholders’ approval for these Additional
Transactions where required, was not obtained.

Exchange Listing Rule Requirements

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

Rule 14.34 provides that a listed issuer must inform the
Exchange and publish an announcement as soon as
possible after the terms of, inter alia, a disclosable
transaction has been finalized.

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

Rules 14A.36, 14A.39 and 14A.46 provide that a
connected transaction must be conditional upon
shareholders’ approval at a general meeting held by the
listed issuer, and a circular must be issued to
shareholders.

Rule 3.08 provides that the Exchange expects the
directors, both collectively and individually, to fulfil
fiduciary duties and duties of skill, care and diligence to
a standard at least commensurate with the standard
established by Hong Kong law. These duties include (i)
a duty to avoid actual and potential conflicts of interest
and duty (Rule 3.08(d)), (ii) a duty to disclose fully and
fairly his interests in contracts with the issuer (Rule
3.08(e)); and (iii) a duty to apply such degree of skill,
care and diligence as may reasonably be expected of a
person of his/her knowledge and experience and holding
his/her office within the issuer (Rule 3.08(f)).

The Directors were under an obligation, pursuant to their
respective Undertakings, to comply to the best of their
ability with the Listing Rules and to use their best
endeavors to procure the Company’s compliance with
the Listing Rules.

LISTING COMMITTEE’S FINDINGS OF BREACH

The Listing Committee considered the written and oral
submissions of the Listing Division, the Company, Mr. A
Yeung and the Relevant Directors and concluded as
follows:

Company'’s breaches

The Listing Committee noted that the Company admitted
it had breached Rules 14.34, 14A.35, 14A.36, 14A.39
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and 14A.46 in respect of the Disposal and the Additional
Transactions.

With respect to the June Announcement and the July
Announcement, the Listing Committee concluded they
were inaccurate, incomplete in all material respects and
misleading. Information such as the reasons for the
Disposal at a discount, refund mechanism and why the
Agreed Price was considered by the Board to be fair and
reasonable, on normal commercial terms and in the
interests of the Company and the shareholders as a
whole were material information (Material Information).
The stated information was however missing in the two
announcements. This was particularly so because the
Agreed Price represented a near 36.5 per cent discount
on the Transaction Price of the SingAsia shares at the
time resulting in a reduction of the investment gain by
HK$15,196,200.

Internal Control Deficiencies

The Listing Committee agreed with the Company that its
internal control policy was “less than ideal”.

Mr. A Yeung was entrusted with the management of the
Company’s securities investment business. Given Mr. A
Yeung’s position of power, as an ED, Chairman and
Chief Executive Officer of the Company as well as a
director of the Subsidiary, the Company should have put
in place checks and balances over Mr. A Yeung’'s
management of such business to mitigate potential
abuse of power or associated risks and conflicts of
interest. The Company should also have put in place
procedures to restrict a director, who was interested in
any connected transactions of the Company, from being
involved in approving and executing those transactions.
The Company failed to implement any such checks and
balance and procedures rendering the internal controls
to be inadequate at the time, thereby leading to the
breaches of the Listing Rules.

Directors’ breaches

As to Mr. A Yeung, the Listing Committee concluded he
breached (i) Rules 3.08(d), (e) and (f); and (ii) his
Undertaking to comply with the Listing Rules to the best
of his ability and to ensure the Company’s compliance
with the Listing Rules:-

(a) He had placed himself in a position of conflict of
interest with respect to the seven Additional
Transactions (over 22 months) and as he admitted,
he (i) failed to disclose his interest in such
transactions to the Company, and (ii) failed to follow
the Company’s internal policies on monitoring,
identifying and reporting of notifiable transactions
under Chapter 14 and 14A of the Listing Rules;

(b) He also failed to exercise due skill, care and
diligence with regard to the Disposal:-

(i) He executed the Disposal in apparent haste on
June 9, 2017 and did not inform the Relevant
Directors of the execution or bring the matter
back to them for consideration when the initial
disposal method by block trade was not
possible;

(ii) He failed to clarify with the legal advisers (who
were assisting with drafting the announcement)
as to the Exchange Listing Rule requirements
for the Disposal when his initial mistake that the
Disposal was exempt from disclosure was
corrected;

(i) When shown the draft announcement which had
(correctly) used the Transaction Price for the
calculation of the size test, he instructed his staff
to replace the size test calculated by reference
to the Agreed Price without explanation. This
rendered a percentage ratio below 5 per cent,
and as such the issuance of a circular and
shareholders’ approval would not be required
under the Listing Rules;

(c) He ought to have properly reviewed the
announcement to ensure Material Information was
included in order for investors to be sufficiently
apprised of the circumstances of the Disposal. As
such, he failed to ensure the June Announcement
and the July Announcement were accurate,
complete in all material respects and not misleading;

(d) He failed to ensure his and the Company’s
compliance with the Listing Rules; and

(e) The Listing Committee regarded Mr. A Yeung's
breaches in this matter serious and considered that
he persistently failed to comply with his obligations
under the Listing Rules as a director and was willful
in executing and handling of the Disposal in the
manner that he did.

As to the Relevant Directors, the Listing Committee
concluded, by reason of their individual and collective
responsibility, they also breached Rule 3.08(f); and their
Undertakings to comply with the Listing Rules to the best
of their ability and to ensure the Company’s compliance
with the Listing Rules:-

(a) They failed to putin place adequate internal controls
over the securities investment business of the
Company. They failed to take steps to ensure
checks and balances were in place to monitor Mr A
Yeung's control/conduct over the Company’s and
Subsidiary’s day-to-day operations, in particular, the
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Company’s securities transactions which led to Mr.
A Yeung executing the Disposal in such manner and
the Additional Transactions without the Board’s
knowledge;

(b) They ought to have properly reviewed the
announcement to ensure Material Information is
included in order for investors to be sufficiently
apprised of the circumstances of the Disposal. As
such, they failed to ensure the June Announcement
and the July Announcement were accurate,
complete in all material respects and not misleading;
and

(c) They failed to ensure their and the Company’s
compliance with the Listing Rules.

REGULATORY CONCERN

The Listing Committee regarded the breaches in this
matter as serious:

(&) The Listing Rules are designed to ensure that
investors have a continued confidence in the market
and they are kept fully informed of material
information concerning the Company. The purpose
and intention of Chapters 14 and 14A of the Listing
Rules are aimed to achieve this purpose, to protect
the investing public in particular minority
shareholders and to dispel any conflict or perception
of conflict in respect of transactions entered into by
the Company.

(b) The June and the July Announcements did not
contain the material information and all
circumstances relevant to the Disposal. As it turned
out that the Agreed Price represented a near 36.5
per cent discount on the Transaction Price of the
SingAsia shares at the time and the Company failed
to disclose the fact that it had agreed to forgo an
additional investment gain of HK$15,196,200. As
such the investing public traded n incomplete
information about the Company for six months.

(c) Directors have an important role in the Company.
They have an obligation to inter alia procure the
Company to disclose and obtain shareholders’
approval for notifiable and connected transactions.
Failure to do so undermines a director’s integrity and
does not meet the Listing Division’s expectations of
and the obligations of a director toward the
Company and its shareholders.

(d) In this case, the Board placed too much reliance on
Mr. A Yeung to execute the Disposal and
management of the securities transactions of the
Company and Subsidiary without putting in place
any controls, checks and balances to mitigate any

potential abuse of power, associated risks and
possible conflict of interest situations.

(e) This case also reveals a serious concern over the
competence of Mr. A Yeung, as a director and the
Chairman of the Board, to ensure that (a) notifiable
and connected transactions were identified and
reported to the Board for its approval; and (b) the
Company fully complied with the applicable Listing
Rules.

SANCTIONS

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

(1) censure the Company for its breaches of Rules 2.13,
14.34, 14A.35, 14A.36, 14A.39 and 14A.46;

(2) censure Mr. A Yeung for his breaches of Rules
3.08(d), (e) and (f) and his Undertaking to the
Exchange; and

(3) state that, in the Exchange’s opinion, by reason of
Mr. A Yeung's willful and/or persistent failure to
discharge his responsibilities under the Listing
Rules, had he remained in office, his retention of
office would have been prejudicial to the interests of
investors.

The Listing Committee also decided to:

(4) criticize the Relevant Directors for their breaches of
Rule 3.08(f) and their Undertakings to the Exchange.
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Hong Kong Securities and Futures Commission
Bans Chan Tan Lo for 14 Months

On March 19, 2020, The Securities and Futures
Commission (SFC) bans Ms. Chan Tan Lo, a former
relationship manager of BOCI Securities Limited
(BOCIS), for 14 months from March 19, 2020 to May 18,
2021.

An SFC investigation found that when Chan executed
nine bond transactions for two clients in March 2016,
she failed to disclose and/or provided them with
inaccurate information about the final execution prices
and/or the actual commission rates she charged them.
She also overcharged them in these transactions.

The SFC considers that Chan’s conduct was dishonest
and calls into question her fithess and properness to be
a licensed person.

In deciding the sanction against Chan, the SFC took into
account all relevant circumstances, including her
remorse and her otherwise clean disciplinary record.
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U.S. Securities and Exchange Commission Adopts
Investor Disclosure Improvements for Variable
Annuities and Variable Life Insurance Contracts

On March 11, 2020, the U.S. Securities and Exchange
Commission (SEC) announced that it has adopted a
new rule and related form and rule amendments to
simplify and streamline disclosures for investors about
variable annuities and variable life insurance contracts.
The changes permit the use of a concise, reader-friendly
prospectus  designed to  improve  investors'
understanding of the contracts' features, fees, and risks.
The framework's use of layered disclosure and
technology will provide investors with a roadmap so that
they can more easily access information that they need
to make an informed investment decision.

More-detailed information about the variable annuity or
variable life insurance contract will be available online,
and an investor can choose to have that information
delivered in paper or electronic format at no charge.

The new framework builds on SEC's experience with a
similar layered disclosure approach for mutual funds —
with investors able to receive a summary prospectus
and access more-detailed information online and upon
request — since 2009.

To implement the improved disclosure framework, SEC
adopted amendments to the registration forms and
related rules for variable annuity and variable life
insurance contracts. Variable annuities and variable life
insurance contracts may begin using the modernized
layered disclosure approach as early as July 1, 2020.

Highlights:

New Option to Use a Summary Prospectus for Variable
Contracts

New rule 498A under the U.S. Securities Act permits the
use of two distinct types of contract summary
prospectuses:

e initial summary prospectuses covering variable
contracts currently offered to new investors; and

e updating summary prospectuses for existing
investors.

The initial summary prospectus includes: a table
summarizing certain key information about the contract's
fees, risks, and other important considerations; an
overview of the contract; and more detailed disclosures
relating to fees, purchases, withdrawals, and other
contract benefits. The updating summary prospectus
includes a brief description of certain changes to the
contract that occurred during the previous year, as well

as the key information table from the initial summary
prospectus.

In certain types of variable contracts, investors allocate
their investment to one or more underlying investment
options (typically, mutual funds). Both the initial
summary prospectus and the updating summary
prospectus provide certain key information about those
underlying investment options.

Availability of Variable Contract Statutory Prospectus
and Other Materials

The new rule requires that the variable contract's
statutory prospectus, as well as the contract's Statement
of Additional Information (SAl), be publicly accessible,
free of charge, at a website address specified on, or
hyperlinked in, the cover of the summary prospectus. An
investor who receives a contract summary prospectus
will be able to request the contract's statutory
prospectus and SAI be sent in paper or electronically, at
no cost to the investor.

Optional Method to Satisfy Prospectus Delivery
Requirements for Underlying Mutual Funds

The new rule permits variable contracts to make the
prospectuses for underlying mutual fund investment
options, and other documents relating to those mutual
funds, available online. The variable contract's summary
prospectus must provide certain key information about
those mutual funds. Investors will be able to request and
receive these mutual funds' prospectuses (and the other
related documents that are available online) in paper or
electronically, at no cost.

Updates to Variable Contract Registration Forms

The amendments to Forms N-3, N-4, and N-6—the
registration forms for variable contracts— are designed
to update and enhance the disclosure regime for those
investment products. These amendments are intended
to improve the content, format, and presentation of
information to investors, including by updating the
required disclosures to reflect industry developments
(e.g., the prevalence of optional insurance benefits in
today's variable contracts). In addition, SEC adopted
amendments to require the use of the Inline eXtensible
Business Reporting Language (Inline XBRL) format for
the submission of certain required disclosures in the
variable contract statutory prospectus.

Discontinued Variable Contracts

The issuers of some variable contracts that are
discontinued by July 1, 2020, will not have to update the
variable contracts' registration statements or provide
updated prospectuses to existing investors. SEC is
taking the position that this would not provide a basis for
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enforcement action under specified conditions, including
that investors are provided with certain alternative
disclosures, as described in the adopting release. In
taking this position, certain staff no-action letters relating
to discontinued contracts providing alternative
disclosures will be withdrawn.

Other Amendments

Finally, SEC adopted certain technical and conforming
amendments to its rules that reflect the new framework
for variable contract summary prospectuses. SEC also
adopted other amendments and the rescission of certain
rules and forms that were rendered moot by legislative
actions or are otherwise no longer necessary.

What's Next?

The new rule and related rule and form amendments will
become effective on July 1, 2020 and will be published
on SEC's website and in the Federal Register.

To provide a transition period after the effective date of
the new rule and form amendments, SEC has adopted
the following compliance and other dates:

July 1, 2020:

A registrant can rely on rule 498A to satisfy its
obligations to deliver a variable contract's statutory
prospectus by delivering a summary prospectus if the
registrant is also in compliance with the amendments to
Forms N-3, N-4, or N-6 (as applicable).

The staff no-action letters relating to discontinued
contracts providing alternative disclosures will be
withdrawn and SEC position for eligible discontinued
contracts will take effect.

January 1, 2022:

All initial registration statements on Forms N-3, N-4,
and N-6, and all post-effective amendments that are
annual updates to effective registration statements on
these forms, must comply with the rule and form
amendments.

January 1, 2023:

Registrants must submit to SEC certain specified
disclosures in Inline XBRL.
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U.S. Securities and Exchange Commission Adopts
Amendments to Reduce Unnecessary Burdens on
Smaller Issuers by More Appropriately Tailoring the
Accelerated and Large Accelerated Filer Definitions

On March 12, 2020, U.S. Securities and Exchange
Commission (SEC) adopted amendments to the
accelerated filer and large accelerated filer definitions.
The amendments will more appropriately tailor the types
of issuers that are included in the definitions, thereby
reducing unnecessary burdens and compliance costs
for certain smaller issuers while maintaining investor
protections. The amendments are consistent with SEC’s
and U.S. Congress’s historical practice of providing
scaled disclosure and other accommodations to reduce
unnecessary burdens for new and smaller issuers.

Following the adoption of the amendments, smaller
reporting companies with less than US$100 million in
revenues will continue to be required to establish and
maintain effective internal control over financial reporting
(ICFR). Their principal executive and financial officers
must continue to certify that, among other things, they
are responsible for establishing and maintaining ICFR
and have evaluated and reported on the effectiveness of
the company’s disclosure controls and procedures. In
addition, these smaller companies will continue to be
subject to a financial statement audit by an independent
auditor, who is required to consider ICFR in the
performance of that audit. As a result of these
amendments, and unlike larger issuers, these smaller
companies will no longer be required to obtain a
separate attestation of their ICFR from an outside
auditor. These smaller issuers will be able to redirect the
associated cost savings into growing their businesses.
Business development companies will receive
analogous treatment as a result of the amendments.

SEC voted to adopt amendments to the “accelerated
filer” and “large accelerated filer” definitions in Exchange
Act Rule 12b-2. When classified as an accelerated or
large accelerated filer, an issuer is subject to, among
other things, the requirement that its outside auditor
attest to, and report on, management’s assessment of
the effectiveness of the issuer’s internal control over
financial reporting (ICFR). In the Jumpstart Our
Business Startups (JOBS) Act of 2012, the U.S.
Congress exempted many new public issuers from this
requirement for up to five years after going public.

The amendments would allow smaller issuers that have
been public for more than five years, but have not yet
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reached US$100 million in revenues, to continue to
benefit from the JOBS Act exemption as they build their
businesses, while maintaining important investor
protections. For example, the issuers’ principal
executive and financial officers must continue to certify
that, among other things, they are responsible for
establishing and maintaining ICFR and have evaluated
and reported on the effectiveness of the company’s
disclosure controls and procedures. In addition, these
smaller issuers will continue to be subject to a financial
statement audit by an independent auditor, who is
required to consider ICFR in the performance of that
audit.

The amendments will:

o Exclude from the accelerated and large accelerated
filer definitions an issuer that is eligible to be a
smaller reporting company and had annual
revenues of less than US$100 million in the most
recent fiscal year for which audited financial
statements are available. Business development
companies will be excluded in analogous
circumstances.

e Increase the transition thresholds for an accelerated
and a large accelerated filer becoming a non-
accelerated filer from US$50 million to US$60
million and for exiting large accelerated filer status
from US$500 million to US$560 million;

e Add a revenue test to the transition thresholds for
exiting both accelerated and large accelerated filer
status; and

e Add a check box to the cover pages of annual
reports on Forms 10-K, 20-F, and 40-F to indicate
whether an ICFR auditor attestation is included in
the filing.
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U.S. Securities and Exchange Commission Charges
Russian National for Defrauding Investors of Over
US$26 Million in Phony Certificates of Deposit Scam

On March 13, 2020, U.S. Securities and Exchange

Commission (SEC) announced charges against Denis
Georgiyevich Sotnikov and entities he controlled for
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allegedly participating in a fraudulent scheme to lure U.S.

investors into buying fictitious Certificates of Deposit
(CDs) promoted through internet advertising and
“spoofed” websites that mimic the actual sites of
legitimate financial institutions.

According to the SEC’s complaint, the scheme involved
purchasing internet ads that targeted investors who
were searching for CDs with high rates. The ads
allegedly included links to phony websites, which falsely
claimed that the firms offering the CDs were members
of Financial Industry Regulatory Authority and the
Federal Deposit Insurance Corporation (FDIC), and that
deposits were FDIC-insured. When investors called the
phone number on the websites, an “account executive”
impersonating a real registered representative directed
investors to wire funds to so-called “clearing” partners.
These alleged clearing partners were entities used by
Sotnikov to launder and misappropriate investor funds.
Since November 2014, the alleged scheme involved
spoofing the websites of at least 24 actual financial firms
or using at least 8 fictitious entities, resulting in over
US$26 million in known investor losses — with many of
those losses from older investors who used their
retirement savings.

“As alleged in our complaint, investors were swindled
out of millions of dollars through a web of fake websites
and concealed identities,” said SEC Enforcement
Division Co-Director Steven Peikin. “Today’s action
shows the SEC’s commitment to exposing sophisticated
cyber fraud schemes that pose an ever-present risk to
Main Street investors.”

“Investors should be wary of investment opportunities
from websites found only through internet searches,”
added SEC Enforcement Division Co-Director
Stephanie Avakian. “Online investments that sound too
good to be true are red flags of fraud.”
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China Securities Regulatory Commission Further
Relaxes Policies to Facilitate Exit by Venture Capital
Fund Shareholders

On March 6, 2020, the China Securities Regulatory
Commission (CSRC) revised and published the Special
Provisions on Reduction of Shares Held by Venture
Capital Fund Shareholders of Listed Companies, among
others, providing that the IPO lock-up period for VC
investors will be inversely linked to the duration of
investment holding prior to listing (inverse-link policy) if
the company is a certified SME, high-tech enterprise or
an early-stage project. The Shanghai Stock Exchange
and Shenzhen Stock Exchange revised the
implementation rules, which will be officially
implemented on March 31, 2020.

In order to further facilitate and improve the exit
channels for venture capital funds, smooth the virtuous
circle of “investment-exit-reinvestment”, promote the
formation of venture capital, and better leverage the role
of venture capital in supporting the entrepreneurship and
innovation of SMEs and high-tech enterprises, enhance
prevention and control of the COVID-19 epidemic
through private equity and venture capital, strengthen
the support for the real economy, the CSRC has revised
and improved the inverse-link policy in the following
aspects:

1. To simplify the applicable standards of the inverse-
link policy, it is clarified that investment in venture
capital fund projects that meets one of the three
conditions, namely "early-stage enterprises”, "small
and medium enterprises”, and "high-tech
enterprises”, can enjoy the inverse-link policy; the

fund level requirement, namely "total investment
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amount accounts for more than 50% for early-stage
SMEs and high-tech enterprises" has been deleted.

2. To activate the transaction power of the transferee
under the block trading method, the implementation
rules of the stock exchange has been
simultaneously revised, improving the inverse-link
policy of the block trading link, and removing the
restriction on the lock-up period of the transferee.

3. Toincrease preferential policies for funds that focus
on long-term investments, the proportion of
reductions in venture capital funds with investment
periods of more than five years after the lock-up
period expires is not restricted.

4. To reasonably adjust the calculation method of the
period, the time horizon of the investment period has
been changed from the “issue application
acceptance date” to the “issuer's initial public
offering date”.

5. To broaden the applicability of inverse-link policy, the
private equity investment funds legally filed with
Asset Management Association of China shall be
applicable by reference.

The simplification and optimization of the inverse-link
policy will help alleviate the "difficult to exit" of private
equity investment funds and venture capital funds.
Private equity investment funds and venture capital
funds that comply with the inverse-link policy hold a
small percentage of the stock market value and need to
lift the ban in batches according to the restrictions on
sales. Hence, it is considered that the revision will not
significantly increase the market reduction pressure.

TEIESEEEEZRSH#—SBMRAIVREESRKRE
1R H BUK

2020 F 3 A 6 H, FEISFKEEEZRAS (PEIEK
2) BITH LS ( LT ATV EREESREBFRG
FERIEEY , HPEC R ARRESFFEENIDIE
H5 PO ZRIMERERMAKEE (REEHBER) &R
FR2E . N BER AN, EEIEE
XS RYINEHEXZRARESEITERAN, F 2020 £
3 B 31 HIEX %76

AHE—FEEQWIRAESRERE, HERE -RH
- BFRA RMUER, RHEVARER, EFLECIL
BANTHFRNEL. Beldw ey elsnER, &
USRI EVIEENZERHE, MR LELF

MXFAE, PERIEESXNREFEHBRETEITTE

1. M REFEGBREARE, PRAVEEEST
BRAMNBE BEHAY . . "SEFHEAL
W=z —EZREEHBOR, FHMERE
LEMNEHT NSV IEHEARAL VBN EITIEE
S G 50%IU E I EK,

2. BERRXGAXTRIULANR 510, BERD
BATESFX ZAKEAN, TEARXZUTRME
HHER, BUBRFZILTT9ERR S,

3. MAMEETKERANESNENE, AWKRA
HRALFN LMWK AR S P EIA R RITLE
BIRZRH.

4. FEBARHRITENR, RAYVBRBERH R
EMRZERERA RTAERATRTE

5 IMREXREEHBERNEATE, EPEIESFKR
ARESUYMHEREFERIBRERNKAEESRE
A

REFEABRECEUEHNTEBUERIUITES.
B IRAREES REME NED ., FE6REEHBRHA
HRMRABZRSMO IV RAREHRTES RN, B
BRIEREZRDMME, FUARBZENTIHREE
EA.

Source (& :
http://www.csrc.gov.cn/pub/newsite/zjhxwfb/xwdd/202003/t20
200306_371674.html

Shanghai Stock Exchange Publishes Q & A on
Implementing Registration-based System for Public
Issuance of Corporate Bonds

The amended “Securities Law of the People's
Republic of China” (Securities Law) has come into
effect on March 1, 2020. In order to carry through the
work arrangement of the State Council for enforcing
the “Securities Law”, the registration-based system
for the public issuance of corporate bonds has also
been put into practice from March 1, 2020, according
to the overall arrangements of the China Securities
Regulatory Commission (CSRC). The Shanghai
Stock Exchange (SSE) officially issued the "Notice on
Business Arrangements of Shanghai Stock Exchange
for Implementing Registration-based System for
Public Issuance of Corporate Bonds" (No. 13 [2020]
of the SSE, hereinafter referred to as the “Notice”).
To this end, the relevant SSE official answered the
questions about the business arrangements for the
implementation of the registration-based system on
the corporate bonds.
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Q1 - Brief on the background and significance of
implementing the registration-based system for the
public issuance of corporate bonds

A: The amended Securities Law went into effect on
March 1. It provides that the registration-based
system for the public issuance of securities shall be
implemented, and the specific scope and
implementation steps of the registration-based
system shall be prescribed by the State Council
separately. The "Notice of the General Office of the
State Council on Work Concerning Implementation of
Amended Securities Law" (No. 5 [2020] of the
General Office of the State Council, hereinafter
referred to as the "State Council Notice") requires
that the registration-based system should be
implemented on the public issuance of corporate
bonds starting on March 1, 2020. The CSRC issued
the "Notice on Matters Concerning Implementation of
Registration-based System for Public Issuance of
Corporate Bonds" (No. 14 [2020] of the General
Office of the CSRC), marking the official
implementation of the registration-based system for
the public issuance of corporate bonds and a new
historical stage of the development of the corporate
bond market.

Since 2015, the CSRC has implemented the work
arrangements of the Party Central Committee and the
State Council, deepened the reform of "streamlining
the government, delegating power, and improving
government services", and carried out market-
oriented reforms for the corporate bond issuance
system. Under the leadership of the CSRC, the SSE
has adhered to the principles of market-driven reform
and rule of law, adapted to the characteristics and
development of the bond market, effectively
implemented the registration-based system in the
review of the corporate bonds, and strived to enhance
the bond market's capacity for serving the real
economy. In the past 5 years, the SSE has
established an issuance regulation system for the
public issuance of corporate bonds. with the stock
exchange conducting the pre-examination for listing
and the CSRC adopting a simplified approval
procedure. As a result, the SSE established a
relatively mature system of investor suitability and
improved the information disclosure system and the
investor protection system with solvency at the core.
The corporate bond market has achieved rapid
development as well as sound operation and has
been widely acknowledged by the whole market. By
the end of February 2020, a total of nearly RMB10
trillion of corporate bonds had been issued on the
SSE, with an average annual issuance volume of
more than RMB2 trillion. It shows that the corporate
bond market's ability to implement the national
strategies and serve the real economy has
significantly improved, and the market-oriented and

rule-of-law reforms have achieved encouraging
results. In general, the implementation of the
registration-based system for corporate bonds has
had a relatively mature practical and institutional
basis.

Q2 - Brief on the major revisions of the laws and
regulations regarding the implementation of the
registration-based system for the public issuance of
corporate bonds

A: The amended “Securities Law” and the “State
Council Notice” provide for the implementation of the
registration-based system for public issuance of
corporate bonds and revise the statutory conditions
for public offering of corporate bonds. The
amendments of the “Securities Law” to the relevant
mechanisms for public issuance of corporate bonds
have fully reflected the differences between the bond
market and the stock market, demonstrated the
characteristics and laws of the bond market, showed
market consensus and integrated practical
experience of all parties. The main amendments
include: first of all, the approval-based system is
changed to the registration-based system. The public
issuance of corporate bonds is subject to review by
the stock exchange for issuance and listing and shall
have the listing registered with the CSRC. Second,
the conditions for the public issuance of corporate
bonds are adjusted; the condition of "having a sound
and well-functioning organizational structure" is
added, and the conditions of "minimum corporate net
assets" and “the cumulative bond balance shall not
exceed 40% of the company's net assets” are deleted,;
at the same time, the "State Council Notice" also
prescribes that in addition to meeting the conditions
stipulated by the “Securities Law”, in public offering
of corporate bonds the issuer shall also have a
reasonable asset-liability structure and normal cash
flow. Third, the conditions for applying for listing and
trading of corporate bonds are adjusted, as the
conditions such as "the duration of a corporate bond
shall be more than one year" are removed, and the
stock exchange is authorized to make specific
provisions on the conditions for listing of corporate
bonds; fourthly, the requirement for continuous
information disclosure are improved, the scope of the
obligors for information disclosure is expanded, and
the contents of disclosing major events are
specifically defined; fifthly, the legal duties of issuers
and securities service institutions are tightened, as
the fraudulent issuance and other behaviors of the
issuer's controlling shareholders and actual
controllers are specified, and there are also the
provisions on the fault presumption and joint liability
of the securities service institutions and their
personnel responsible in respect of failing to perform
their due duties.

20



J M L

Q3 —Brief on the main contents of the "Notice" issued
by the SSE

A: In order to make effective arrangements for the
transition to the registration-based system for the
public offering of corporate bonds, and carry out the
review for the offering and listing of corporate bonds
in a steady and orderly manner, the SSE has issued
the *“Notice” in accordance with the overall
arrangements of the CSRC. The main contents are
as follows. First of all, it is stated that in the review
for offering and listing, the SSE focuses on the
offering conditions provided by the “Securities Law”
and the “State Council Notice”, the listing conditions
required by the SSE and the relevant requirements of
the CSRC and the SSE for information disclosure,
and urges issuers to improve the contents of the
information  disclosure. Second, the current
provisions shall be implemented in terms of the
contents and formats of the documents of application
for offering and listing and prospectuses submitted by
the issuers, the procedures and time limits for the
review, and the offering and listing arrangements.
Third, the issuers and the securities service
institutions such as underwriters, accounting firms
and law firms are required to perform their duties
diligently in accordance with the “Securities Law”, the
“State Council Notice” and other rules, with the
responsibilities of every entity defined. Fourthly, the
arrangements are made for the transition, as the
projects accepted by the SSE prior to 1 March 2020
shall go through the pre-examination for listing in
accordance with the current provisions before being
submitted to the CSRC for approval.

Q4 - Brief on the supporting measures of the SSE for
self-regulation after the implementation of the
registration-based system for corporate bonds

A: Since 2015, in accordance with the market-
oriented and rule-of-law principles, the SSE has
broadened the access while tightening the
supervision, and stepped up the in-process and ex-
post regulation of the issuers and securities service
institutions, with initial achievements made in market
construction. After implementing the registration-
based system for corporate bonds, while optimizing
the review for issuance and listing, the SSE will
continue to adhere to market-oriented development
and rule of law, strengthen supervision on issuers
and securities service institutions, guide the investors
in raising the awareness of taking risks and
responsibilities on their own, urge all market
participants to perform their duties diligently, promote
the judicial relief and protection of investors’ rights
and interests in the bond market, and work with all
parties concerned to build a sound investment and
financing ecosystem for the corporate bond market.

Specifically, first of all, information disclosure will be
highlighted, and the offering and listing review system
with information disclosure as the core will be further
implemented. With the issuer as the first and
foremost person responsible for information
disclosure, the SSE will pay attention to whether they
meet the conditions for offering and listing, and at the
same time focus on review of information disclosure
to urge them to fully disclose the information
necessary for investors to make value judgments and
investment decisions. Second, the project will be put
under supervision immediately upon application, and
the SSE will continue to strengthen the
responsibilities of the issuers and securities service
institutions. The issuers’ honesty and trustworthiness
and the diligence of securities service agencies
provide the foundation and guarantee for the
registration-based system for corporate bonds. The
SSE will urge the securities service institutions to
fulfill their obligation for due diligence and
responsibility for verification, to effectively act as the
"gatekeepers". The SSE will take supervisory
measures to deal with the severe violations in
information disclosure such as financial fraud in
accordance with laws and rules, so as to effectively
maintain a regulated and orderly market environment
and protect investors' legitimate rights and interests.

Q5 - What should the market participants do after the
registration-based system for corporate bonds is
implemented?

A: The market participants should conduct organized
study on the provisions concerning the registration-
based system for the public offering of corporate
bonds and make effective efforts in implementation.
In accordance with the “Securities Law”, the “State
Council Notice” and other requirements, the
corporate bond issuers should disclose information
truthfully, accurately, and completely, and effectively
complete the application for offering and listing of
corporate bonds. The issuers should also set up and
improve the information disclosure system for
corporate bonds, and work efficiently on information
disclosure in bond maturity. The securities service
institutions should enhance internal management and
risk control systems in accordance with the rules,
intensify the verification on issuers’ information-
disclosure documents, and urge the issuers to
perform well in information disclosure. The bond
investors should strengthen their learning of bond
investment knowledge, and earnestly raise their
awareness of taking the risks on their own according
to the requirements of the “Securities Law”. Going
forward, the SSE will organize trainings for the
issuers, securities service institutions, investors and
other parties involved in the registration-based
system in a timely manner.
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Q6 - What are the follow-up arrangements of the SSE
after the registration-based system for corporate
bonds is implemented?

A: To prioritize the most urgent issues, the SSE has
announced the relevant arrangements for the
implementation of the registration-based system for
the corporate bonds by releasing the "Notice".
Moving forward, under the unified arrangement of the
CSRC, the SSE will revise the supporting rules
concerning implementation of the registration-based
system for corporate bonds, market organization and
service training etc., further improve market
transparency and review efficiency, and promote the
smooth implementation of the registration-based
system for corporate bonds.
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First Batch of Credit Protection Contract Business
for Corporate Bonds for Epidemic Prevention and
Control Successfully Launched on Shenzhen Stock
Exchange

On March 11,2020, the first batch of two credit protection
contract businesses for corporate bonds for epidemic
prevention and control were successfully launched on
Shenzhen Stock Exchange (SZSE). They are the credit
protection contract introduced by Soochow Securities
and the private corporate bonds financing support
instrument jointly rolled out by CITIC Securities and
China Securities Finance Corporation Limited (“CSF”).
Both are having the corporate bonds for epidemic
prevention and control as underlying assets. The
combination of the two instruments has further
broadened the financing channels of the capital market
to support epidemic prevention and control and work
and production resumption and has reduced related
financing cost of enterprises.

Soochow Securities underwrote Green Innovation and
Venture Bonds of Jiangsu Canlon Co., Ltd. (for Epidemic
Prevention and Control) and provided credit protection.
It was the first corporate bond for epidemic prevention
and control for which SZSE has introduced a credit
protection contract. The bond issuer is Jiangsu Canlon
Building Materials Co., Ltd. (“Canlon”), and the issuing
scale is RMB50 million, with a coupon rate of 5%.
Soochow Securities provided full credit protection for the
bond by selling it to investors. 30% of the funds raised
will be used for work and production resumption of
Huanggang Canlon New Materials Co., Ltd, a subsidiary
of Canlon in Hubei Province severely affected by the
epidemic, and 70% will be used for developing and
upgrading the green project of a world-leading new
waterproof material production line. During the bond
issuance, Soochow Securities furnished enterprises
with an integrated financing solution featuring “bond +
credit production contract” in a market-oriented
approach, improving investors’ willingness of
subscription and lowering financing cost of enterprises.
Thanks to the subsidies offered by Department of
Finance of Jiangsu Province, Suzhou Municipal
Government and Suzhou Wujiang District Government,
the annualized comprehensive financing cost of the
bond was as low as about 1%, which met enterprises’
pressing need for low-cost funds during the epidemic so
that they can resume work and production as early as
possible.
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CITIC Securities worked with CSF to prepare the first
private corporate bonds financing support instrument on
SZSE with corporate bonds for epidemic prevention and
control as the underlying assets. The reference entity
was Hengyi Petrochemicals Co., Ltd. and the reference
obligation was the 2020 Corporate Bonds of Hengyi
Petrochemicals Co., Ltd. (Epidemic Prevention and
Control Bond) (1st Tranche) underwritten by CITIC
Securities, with issuing scale of RMB1 billion. The raised
funds will partly be used to replenish the working capital
related to raw materials of masks, protective suits,
disinfection supplies and other anti-epidemic supplies.
The issuance of private corporate bonds financing
support instrument and corporate bonds for epidemic
prevention and control has further boosted the
confidence of investment and financing entities in the
bond market of SZSE.

The relevant responsible person of SZSE noted that,
since the initiation of epidemic prevention and control,
SZSE has fully followed the arrangements of China
Securities Regulatory Commission, and supported the
issuance of 22 fixed-income products for epidemic
prevention and control in total with financing over
RMB23 billion, covering enterprises of different types,
sizes and areas. The debut of the credit protection
contracts with corporate bonds for epidemic prevention
and control as the underlying assets is another
beneficial and creative move of the capital market
backing up the epidemic prevention and control. SZSE
will work more closely with various market players to
give full play to the direct financing for epidemic
prevention and control and work and production
resumption, with a view to achieving better economic
and social benefits.
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Shenzhen Stock Exchange Improves Bond
Amortization Method to Promote Coordinated
Development of the Bond Market

On March 13, 2020, according to the unified deployment
of the China Securities Regulatory Commission (CSRC),
Shenzhen Stock Exchange (SZSE) released the “Notice
on Revising Relevant Articles on Bond Amortization in
the Implementation Rules of SZSE on Bond Trading”
and the “Notice on Amortization of Private Placement
Corporate Bonds During Listing”, which adjusted the
write-down method for bond amortization from reduction
of positions to reduction of the face value and specify the
corresponding face value of bonds, the calculation
method for the ex-right reference price and information
disclosure requirements and so on when the business is
triggered.

After the rules become effective, if the face value write-
down method is still adopted for bond amortization,
when the bond issuer amortizes the principal, the
number of bonds in investor accounts shall remain
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unchanged, while the face value carried by a bond shall
be written down accordingly. In the meantime, the
accrued interest of the bond shall be calculated based
on the face value of the bond after such adjustment.

To ensure smooth operation of the bond amortization
business of SZSE after such an adjustment, SZSE, in
cooperation with China Securities Depository and
Clearing Co., Ltd. combed its current business
comprehensively, defined the risks of business
adjustment, made arrangements for corresponding
technical operations and organized market participants
to jointly advance the business in an orderly manner, to
ensure safe, stable connection between the old and new
business.

e First, improving the system of rules to adapt to
business changes in an orderly manner - Because
the application scope of the business adjustment
includes publicly and privately issued bond products
(listed companies’ convertible bonds currently
excluded) listed on SZSE, SZSE added the chapter
on bond amortization in the previous version of the
Implementation Rules of SZSE on Bond Trading,
and drafted and released the Notice on Amortization
Business of Private Placement Corporate Bonds
During Listing, which clearly lays down the
arrangements for amortization business of publicly
and privately issued bonds.

e Second, implementing “separation between old and
new rules” to ensure smooth business transition -
The effective date of the business rules is March 23,
2020. If the amortization business has been
triggered for an amortized bond prior to that day, the
position write-down method will still apply. If the
amortization business for an amortized bond is to be
triggered for the first time after that day, the face
value write-down method shall apply. Such
arrangement allows time for market participants to
make proper preparations for the transition and
technical arrangements, thus ensuring business
continuity.

e Third, doing well in system support and risk warning
to ensure smooth business operation - SZSE has
completed supporting transformation of the
technical system for the business adjustment. Later,
SZSE will guide relevant market entities to conduct
amortization business correctly, urge issuers to do
well in risk warning to investors through information
disclosure, making clear specific arrangements
when amortization business is triggered.

The revision of the rules is conducive to unifying
valuation of cross-market bond varieties in the
secondary market, improve the efficiency of custody
transfer business, and facilitate interconnection,

coordination and unification of the bond market. Next,
SZSE will follow the arrangements and requirements of
CSRC, do a good job in rules connection and policy
adaption for the implementation of the new Securities
Law, continue to improve the basic rules and policies of
the bond market, increase market efficiency and service
level, and further advance the high-quality development
of the bond market.
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Australian Securities and Investments Commission
Releases New Regulatory Framework for Foreign
Financial Services Providers Providing Financial
Services to Australian Wholesale Clients

Australian Securities and Investments Commission
(ASIC) has released its new regulatory framework for
foreign financial services providers (FFSPs) providing
financial services to Australian wholesale clients.

“Our new regulatory framework facilitates Australian
wholesale access to foreign investment opportunities,
preserves market integrity against misconduct in
wholesale markets, and strengthens ASIC's ability to
take effective regulatory and supervisory action,” said
ASIC Commissioner Cathie Armour. “Our ability to
effectively supervise all participants in Australian
markets is crucial for the confident participation of
investors.”

The new framework has two key elements:

e« a new foreign Australian financial services (AFS)
licensing regime for FFSPs, and

e licensing relief for providers of funds management
financial services seeking to induce some types of
professional investors.

It replaces ASIC’s previous licensing exemptions for
foreign providers. The new framework has been
developed through extensive consultation with industry
and overseas regulators. ASIC's updated Regulatory
Guide 176 Foreign financial services providers (RG
176) contains the details of the new framework. There is
a two-year transition period to this new regime.

Foreign AFS licensing regime

From April 1, 2020, new foreign providers may apply to
obtain a foreign AFS license to provide financial services

in Australia to wholesale clients. To be eligible, the
foreign provider must be authorized under an overseas
regulatory regime that ASIC has assessed as sufficiently
equivalent to the Australian regulatory regime.

An FFSP holding a foreign AFS license will be exempt
from certain obligations that apply to AFS licensees,
such as financial requirements, as ASIC acknowledges
that similar regulatory supervision and outcomes will be
achieved by the equivalent overseas requirements.

Foreign providers currently relying on pre-existing relief
will have a two-year transition period until March 31,
2022 to make arrangements to continue their operations
in Australia, which may include applying for a foreign
AFS license.

Funds management licensing relief

Funds management licensing relief will commence on
April 1, 2022. The relief is available to foreign providers
inducing certain types of Australian professional
investors to use the funds management financial
services it provides. Under the relief, a license is not
needed for that inducing conduct. Inducing conduct
includes attempts to persuade, influence or encourage
a particular person to become a client, for example,
mass marketing campaigns.

Foreign providers must separately consider if they need
to hold a license to actually provide financial services.
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Australian Securities and Investments Commission
Directs Large Equity Market Participants under the
ASIC Market Integrity Rules to Limit the Number of
Trades Executed Each Day Until Further Notice to
Ensure Equity Market Resiliency

As part of the Australian Government’s response to the
novel coronavirus (COVID-19), Australian Securities
and Investments Commission (ASIC) has taken steps to
ensure Australian equity markets remain resilient.

Australian equity markets have seen record trading
volumes in the first two weeks of March. ASIC, along
with the other Council of Financial Regulators agencies,
have been closely monitoring financial markets to
ensure they remain fair and orderly. Australian markets
have been strong and resilient over this period, and this
action is pre-emptive and intended to maintain those
high standards.

In addition to increasing volumes, Australia’s equity
markets have seen exponential increases in the number
of trades executed, with a particularly large increase in
trades on March 13, 2020 (Friday). While there was no
disruption to market operations on Friday, there was a
significant backlog of work required to be undertaken
over the weekend by the exchanges and trading
participants. If the number of trades executed continues
to increase, it will put strain on the processing and risk
management capabilities of market infrastructure and
market participants.

Accordingly, ASIC has issued directions under the ASIC
Market Integrity Rules to a number of large equity
market participants, requiring those participants to limit
the number of trades executed each day until further
notice. These directions require those firms to reduce
their number of executed trades by up to 25% from the
levels executed on Friday. This action will require high
volume participants and their clients to actively manage
their volumes. ASIC does not expect these limits to
impact the ability of retail consumers to execute trades.

ASIC will continue to closely monitor market conditions
and take action where needed to ensure markets remain
fair and orderly.
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Source & :
https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2020-releases/20-062mr-asic-takes-steps-to-ensure-
equity-market-resiliency/

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