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U.S. Securities and Exchange Commission Awards
Over US$28 Million to a Whistleblower — Outline of
the U.S. Whistleblower Program

On November 3, 2020, the Securities and Exchange
Commission (SEC) of the United States (U.S.)
announced an award of over US$28 million to a
whistleblower who provided significant information that
aided the SEC in bringing a successful enforcement
action. The SEC has been awarding whistleblowers with
a significant amount for their contributions to the SEC to
detect wrongdoing and protect investors and the
marketplace. For instance, the SEC has awarded four
whistleblowers over US$150 million in October 2020
alone and approximately US$715 million to 110
individuals since issuing its first award in 2012. Earlier
on October 22, 2020, the SEC announced a record
award of over US$114 million to a whistleblower. The
SEC'’s Office of the Whistleblower (OWB) expressed its
intention to continue to incentivize whistleblowers to
report fraud or other wrongdoing through monetary
awards.

Approach of OWB in processing whistleblower
award claims

The OWB's whistleblower program was established
pursuant to the Dodd-Frank Wall Street Reform and
Consumer Protection Act of the U.S., with emphasis that
the SEC would protect the whistleblowers’ confidentiality
and identities. The two phases of claims processing for
OWSB are set forth below.

(1) Initial triage and prioritization of claims for
substantive analysis

OWSB will first make an initial assessment of whether a
claim is likely to result in an award by reviewing matters
such as the information in the claimant’s application, any
whistleblower tips submitted by the claimant that are
related to the claim, etc. After the initial triage, OWB will
generally initiate substantive analysis of the claim to
consider whether it is likely meritorious or likely non-
meritorious on a first in, first out basis. The following is a
non-exhaustive list of factors that may cause OWB to
consider the claim earlier or later:
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e in order to increase efficiencies and conserve
resources, OWB may group together for
consideration claims that appear frivolous or that are
straightforward denials;

e whether collection of money sanctions is involved in
the underlying action; without money collections,
OWB may defer consideration of such claim;

e whether there are overlapping facts with an earlier-
filed claim such that it will be viewed as likely
meritorious; and

o where the claimant faces serious health concerns or
life-threatening situation.

(2) Substantive analysis and claim recommendation

After initial triage, OWB’s general practice is to initiate
the substantive analysis of award claims. The time taken
to process the assessment would depend on, among
others, the following factors:

o whether the enforcement action involves multiple
claimants, such that a longer time would be required
to complete the analysis and processing of the
claims;

o whether any claimant, after receipt of a preliminary
determination of recommendation, requests
reconsideration of the recommendation such that
OWB has to address new factual and/or legal
issues;

o whether a claim presents any complex legal issue
that requires consultation with other SEC offices;
and

e whether an award claim may require information
and/or input from others, such as the claimant or
other government agencies.

Determination of award amount

The U.S. Congress has authorized the SEC to make
monetary awards to whistleblowers who provide high-
quality, original information that leads to a SEC
enforcement action involving over US$1 million in
ordered sanctions. Whistleblower awards range from
10% to 30% of the money collected in the enforcement
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action. Rule 21F-6(a) of the Securities Exchange Act of
1934 sets out the factors that may increase the amount
of a whistleblower’s award, including significance of the
information provided by the whistleblower, assistance
provided by the whistleblower, the perceived law
enforcement interest and the whistleblower's
participation in internal compliance systems. On the
other hand, if there are negative factors set out under
Rule 21F-6(b) of the Securities Exchange Act of 1934,
such as unreasonable reporting delay, culpability of the
whistleblower, harm caused to investors and
interference with internal compliance and reporting
systems, the award amount may be reduced.

Whistleblowing practice in Hong Kong

While the whistleblower program in the U.S. has proven
to be a valuable tool to the SEC'’s efficient enforcement
in saving staff time and resources, whistleblowing in
Hong Kong is not as common as in the U.S. due to
reasons such as lesser legal protection and incentives
for whistleblowers. In particular, sizeable awards to
whistleblowers are made possible by intimidating
pecuniary sanctions in the U.S.. Recently, regulators in
Hong Kong are seen to be more prepared to impose or
seek heavy fines on wrongdoers, in a manner
commensurate with standards of sophisticated
international markets. Perhaps it is high time to reform
the whistleblowing system in Hong Kong in order to
improve the effectiveness and efficiency of law
enforcement for safeguarding the integrity of the
securities markets.
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Tenwow
International Holdings Limited (In Provisional
Liquidation) (Stock Code: 1219)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on November 11, 2020 that with
effect from 9:00 am on November 13, 2020, the listing of
the shares of Tenwow International Holdings Limited (in
provisional liquidation) (Tenwow) will be cancelled under
Rule 6.01A.

Trading in the Tenwow's shares has been suspended
since August 13, 2018. Under Rule 6.01A, the Exchange
may delist Tenwow if trading does not resume by
February 12, 2020.

Tenwow failed to fulfil all the resumption guidance set by
the Exchange and resume trading in its shares by
February 12, 2020. On May 8, 2020, the Listing
Committee decided to cancel the listing of Tenwow's
shares on the Exchange under Rule 6.01A.

On May 15, 2020, Tenwow sought a review of the Listing
Committee’s decision by the Listing Review Committee.
On November 2, 2020, the Listing Review Committee
upheld the decision of the Listing Committee to cancel
Tenwow’s listing. Accordingly, the Exchange will cancel
Tenwow’s listing with effect from 9:00 am on November
13, 2020.

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

The Exchange advises shareholders of Tenwow who
have any queries about the implications of the delisting
to obtain appropriate professional advice.
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Hong Kong Exchanges and Clearing Limited to
Introduce Futures and Options on Hang Seng TECH
Index

On November 5, 2020, Hong Kong Exchanges and
Clearing Limited (HKEX) announced that it will introduce
futures and options contracts based on the Hang Seng
TECH Index on November 23, 2020 and January 18,
2021 respectively, subject to regulatory approval and
market readiness.

The Hang Seng TECH Index Futures and Options will
be the first exchange-traded derivatives contracts to
track the index, complementing HKEX'’s flagship Hang
Seng Index and Hang Seng China Enterprise Index
products.

Wilfred Yiu, Head of Markets, HKEX, said: “Tech and
innovation is a major pillar of our securities market
ecosystem, and the Hang Seng TECH Index has already
become an essential measure of tech sector
performance. We are delighted to be providing investors
with even more options with the launch of these futures
and options contracts tracking the Hang Seng TECH
Index.”
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“These new Hang Seng TECH Index products will
further enrich the Hong Kong technology investment
landscape and help to attract more high quality
technology companies from all over the world to our
markets,” said Mr Yiu.

Anita Mo, Chief Executive Officer, Hang Seng Indexes
Company, said: “The Hang Seng TECH Index aims to
reflect the performance of main players in technology
sector listed in Hong Kong, and to facilitate the
development of various index-linked products, including
derivatives and ETFs. We are pleased to see the launch
of the linked futures and options tracking Hang Seng
TECH Index and it significantly advances our aim of
establishing the Hang Seng TECH Index as our third
flagship index.”

The Hang Seng TECH Index was launched in July 2020,
and tracks the 30 largest technology companies listed in
Hong Kong. According to back-testing data, the Hang
Seng TECH Index has provided a 36 per cent return for
2019 and a 60 per cent return for 2020, as at the end of
October. The introduction of the proposed contracts will
bring new exposure management tools to the market,
giving greater product coverage of the technology sector
in Hong Kong.

The proposed futures and options will further enhance
HKEX's product offering on the Hang Seng TECH Index,
and are in addition to the four Hang Seng TECH Index
ETFs already trading on HKEX's markets.

Key features of Hang Seng Tech Index Futures and
Options (subject to regulatory approval) are as follows:

Underlying Hang Seng TECH Index

Index

Trading Hong Kong Dollar

Currency

Contract HK$50 per index point

Multiplier

Minimum 1 index point

Fluctuation

Contract Spot, next calendar month and the

Months following two quarterly months
Pre-Opening Hang Seng TECH Index Futures:
8:45 am - 9:15 am; 12:30 pm —
1:00 pm (No pre-opening for Hang
Seng TECH Index Options)
Trading Hours | 9:15 am — 12:00 noon (Morning
Trading Session);

1:00 pm - 4:30 pm (Afternoon
Trading Session);

5:15 pm — 3:00 am (After-hours
Trading Session)

(No After-hours Trading Session for
Hang Seng Tech Index Options at
launch)
Last Trading | The business day immediately
Day preceding the last business day of
the Contract Month
Final The average of the underlying
Settlement index values taken at (i) 5 minute
Price / intervals from 5 minutes after the
Official start of, and up to 5 minutes before
Settlement the end of, the Continuous Trading
Price Session of SEHK; and (ii) the close
of trading on SEHK on the Last
Trading Day, rounded down to the
nearest whole number.

The Commission Levy will be exempted and a market-
wide trading fee discount will be introduced for the first
six months of trading of the new contracts. Margin rates
will be announced in due course. Additional information
of the Hang Seng TECH Index Futures and Options is
available in a circular issued on November 5, 2020:
https://www.hkex.com.hk/-/media/HKEX-
Market/Services/Circulars-and-Notices/Participant-and-
Members-

Circulars/HKFE/2020/MKS EQD 32 20 e.pdf?la=en.
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The Stock Exchange of Hong Kong Limited
Publishes Consultation Conclusions on Corporate
WVR

On October 30, 2020, The Stock Exchange of Hong
Kong Limited (the Exchange), a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing
Limited (HKEX), published conclusions to its
consultation on the Corporate WVR beneficiaries
(Consultation Conclusions)?.

Consultation Conclusions

The Exchange received 65 responses to its Consultation
Paper on Corporate WVR Beneficiaries (Consultation
Paper) from a broad range of respondents that were
representatives of all stakeholders in the Hong Kong
market?. While a majority of respondents agreed, in
principle, that corporate WVR beneficiaries should be
permitted, there were very diverse views and
expectations as to how the proposed regime would
operate in practice and whether (and if so what)
modifications were required for it to operate as intended.

“After carefully considering the feedback from
respondents, we have decided to give more time for the
market to develop a better understanding of Hong
Kong's regulatory approach towards regulating listed
companies with WVR structures and their controllers,
and for regulators to monitor that the existing Listing
Rule Chapter 8A regime operates as intended,” said
Bonnie Y Chan, HKEX's Head of Listing.

Way Forward

As a way forward, the Exchange will treat Greater China
Issuers® that are (a) controlled by corporate WVR
beneficiaries* (as at October 30, 2020); and (b) primary
listed on a Qualifying Exchange® (on or before October
30, 2020) (Qualifying Corporate WVR lIssuers) in the
same manner as current Grandfathered Greater China
Issuers® for the purposes of Chapter 19C of the Main
Board Listing Rules.

“To secondary list here in Hong Kong, these Greater
China issuers must demonstrate that they have been
able to safeguard the interests of public investors
through good regulatory compliance with their existing
regulatory regimes. The insight and understanding that
we, and the market gain from this approach, will help
inform any future amendments that we make to our
WVR regime,” said Ms Chan.

Strong existing investor protection safeguards will apply
to Qualifying Corporate WVR Issuers seeking to
secondary list in Hong Kong. These issuers must:
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https://www.hkex.com.hk/-/media/HKEX-Market/Services/Circulars-and-Notices/Participant-and-Members-Circulars/HKFE/2020/MKS_EQD_32_20_c.pdf?la=zh-CN
https://www.hkex.com.hk/-/media/HKEX-Market/Services/Circulars-and-Notices/Participant-and-Members-Circulars/HKFE/2020/MKS_EQD_32_20_c.pdf?la=zh-CN
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(a) meet a very high minimum market capitalization
threshold of at least HK$40 billion, or at least
HK$10 billion with at least HK$1 billion of
revenue for its most recent audited financial
year’;

(b) be an “innovative company” as part of the
demonstration of their suitability for listing®; and

(c) demonstrate that the domestic laws, rules and
regulations to which they are subject and their
constitutional documents, in combination,
provide certain  shareholder  protection
standards (including that it will hold an annual
general meeting each year and provide
members holding 10% of the voting rights or
more, on a one vote per share basis, with the
right to convene an extraordinary general
meeting) °.

Like other secondary issuers listed under Chapter 19C
of the Main Board Listing Rules, Qualifying Corporate
WVR Issuers would be exempt from certain Listing
Rules (eg natifiable transaction and connected
transaction Listing Rules)°. However, if trading in their
shares migrates to the Exchange’'s markets on a
permanent basis, these exemptions would fall away.
The Exchange would then treat the issuer as having a
dual-primary listing and it would be required to comply
with the Listing Rules that apply to such issuers after a
grace period of one year!!. The Exchange would allow
these issuers to retain their existing Corporate WVR
structures at that time, as already permitted for all
Grandfathered Greater China Issuers??.
The Consultation Conclusions
(https://www.hkex.com.hk/-/media/HKEX-
Market/News/Market-Consultations/2016-
Present/January-2020-Corporate-WVR/Conclusions-
(Oct-2020)/cp202001cc.pdf?la=en) and respondents’
submissions  (https://www.hkex.com.hk/News/Market-
Consultations/2016-to-

Present/Responses Oct 20207?sc_lang=en) are
available on the HKEX website.

Notes:

1. The Consultation Paper was published on 31
January 2020. The consultation period ended on 31
May 2020 after being extended to give more time to
all those who wanted to respond to the consultation
to do so following the significant changes to working
arrangements that occurred due to outbreak of
COVID-19.

2. Three responses were considered to be duplicates
of other responses.

3. Anissuer with its center of gravity in Greater China
as defined by Chapter 19C of the Main Board Listing
Rules.

4. *“Controlled by corporate WVR beneficiaries” means
that a single corporate WVR beneficiary (or a group
of corporate beneficiaries acting in concert) holds
the largest share of the voting power in the listed
issuer, which must amount to at least 30% of
shareholders’ votes carried by the issuer's share
capital, as at October 30, 2020.

5. The following are “Qualifying Exchanges”: The New
York Stock Exchange LLC, Nasdaq Stock Market
and the Main Market of the London Stock Exchange
plc (and belonging to the UK Financial Conduct
Authority’s “Premium Listing” segment).

6. The existing grandfathering arrangement allows
Grandfathered Greater China Issuers (Greater
China Issuers that primary listed on a Qualifying
Exchange on or before December 15, 2017) that
meet the eligibility and suitability requirements
under Chapter 19C of the Main Board Listing Rules
to secondary list in Hong Kong without having to
amend their existing WVR structures (including
Corporate WVR structures) to meet the Exchange’s
own requirements.

7. Main Board Listing Rule 19C.05. The expected
market capitalization threshold for an issuer without
a WVR structure listing under the profit test of Main
Board Listing Rule 8.05(1) (the most common listing
route) is only HK$500 million.

8. Section 3 of Guidance Letter HKEX-GL94-18 (April
2018).

9. Main Board Listing Rules 19C.06 to 19C.10.

10. Main Board Listing Rule 19C.11.

11. Main Board Listing Rule 19C.13.

12. Main Board Listing Rule 19C.12.

EBARARZERATTEE R EZARERERENR
HEia B

F 2020 10530, EBXZHREEMERAT (F
BLGH) ETE2ANEAEEBKEXLSTERAT
(B P TIAB XZHASHNAREIRENZ 25 AMNIE
1/—.]IL1\4I:I o

BiaRs

KR PR KER B AR ENZ 3 A B9IE 8
iR 65 KRB ZAINEAREL, BEATHEER
AT ERNEARE . KBAREALERLE
HRBNATEARBAZEARREN, BTN
EERBRK AR TYISSHETERIG, UEZE


https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/January-2020-Corporate-WVR/Conclusions-(Oct-2020)/cp202001cc.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/January-2020-Corporate-WVR/Conclusions-(Oct-2020)/cp202001cc.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/January-2020-Corporate-WVR/Conclusions-(Oct-2020)/cp202001cc.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/January-2020-Corporate-WVR/Conclusions-(Oct-2020)/cp202001cc.pdf?la=en
https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/Responses_Oct_2020?sc_lang=en
https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/Responses_Oct_2020?sc_lang=en
https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/Responses_Oct_2020?sc_lang=en

J M L

ARBELET (WFE, REHWMERET)  N&R
RENEERIPE.

EEZGETEERBAREWR: [RAFEEEREZA
THELE, RELTHTHELSHERNTBEEST
KARERENEMH ET AT RAENATENLEE
R, ANTETHEEVMESHNEXEEINT (LH
MY 28 8A ETHIHIEEEMIPVABEIE. |

EKTTE

KRB HENTRIFMANATERTA, WAE
Bt (ERLETRN) B+ C EMEHBRAKRPE
KN —() HERA SR AERERZHARS " (B
E 2020 10 A30 BA1E) K ()T 2020410 5 30 H
R TERARZH * EE—LTARFERTA®
(BABERARRRENLTA) -

BRIFREYL: [MEBBEFE - LW, XEXRPELELTA
PINERHEAN A KEHTE THE RIFMN SR,
MREARKABENFE. BRMNETHNXTRREN
ZRIEMR, FHRNBERAERZNH E DR
BATIRMSE. |

ROENORAERBIERNE, BEATEEEHE
£ TR HAARRRERETA. RERFTA
DT MR

1. HEHEFEED 400 ZET (RED 100 28T,
BERIE—XEFITSITERENREZ AZED 10 28
7o) HtRE I

2. WA [RIFHELAT] , DUEPEELET", &

3. WMBEIEAARTALEARE. MUEME, U
RHEHBAZRMH, BEFEETHRERREKTE
(BFEERSEEETREABAEAS, FREER—
EMEM, BTFEFE 108 U ERENNR R B TR
REFRASHINF) 7,

IEMEAMRE (ERLETRU) £+ C EFHEZL
THETA, ARBEAFARENETAEHRTH LS
F(ETRW) BHEX (BIMBRATR2HHZHR
REZHHNEX) . AT, BAREERNTHKAED
HRRNTS, BARBRAERN. BN, KIME
KMBRRTAIRNESE— LT, KTABRAT—FMN
ERAFLBFEHMEAMN (LWRMY &£ 7. B
XA BERELTARBH LN TR NEARRRKR
ENRY, FWRERBEHATELTARTRE
PSS

JFERAXSZGHANBEREE (B@2E)
https://www.hkex.com.hk/-/media/HKEX-
Market/News/Market-Consultations/2016-
Present/January-2020-Corporate-WVR/Conclusions-
(Oct-2020)/cp202001cc_c.pdf?la=zh-CN B EIN A+ &=
I :
https://sc.hkex.com.hk/TuniS/www.hkex.com.hk/News/M
arket-Consultations/2016-to-Present/January-2020-
Corporate-WVR/Responses_Oct_2020?sc_lang=zh-CN

Jx

1. BEXHY F 20204 1 B 31 BRA. /5E 2019
MEBRREREASTHETHBEEART L, B
¥i5EE IE AEAEKE 2020 £ 5 B 31 H, WEH
BEENEEANATEEZHEEEEN.

2. FEENEIEAEEERN.

3. EMTMBMELRHT, FBENARPLELTA (R
F 2017 F 12 B 15 HEZ B TR HAE—L
MHRFLERTAN) EFE (FRETHU) F+
N C EMTHEEREEGHNE, HTBRENEE
T EEXAHFEFNARFRENREY (BFEH
AEHRENEY) MEEFBEE- L.

4. [HZASHHAERENZAARLRS ] 528
FHENAERRENZHZA (BB THHE
HEWmZmA) HELHTETARKSEIREN,
BIALE 2020 £ 10 B 30 H, HAMFELITARAK
B AR IR AR AN E D 30%,

5. UTH [AREXS] - AAESEZ 5. Wi
RRIESETHRRBIUEEZFGHFETS (FETH
E<pmpT A LER [BRLEM] 4%) .

6. 0 (ERLETHNY £+ C ZFRAE, FBEEFIU
AFERFOHETA

7. (EREHHNY & 19C05 &, ZRERERENE
M AT ARE (ERLETHUY 5 8.05(1)FMER
FMUK LT (REBOEHRE)  MEmESA
B EIR A 5Z#TT,

8. F§B|{Z HKEX-GL94-18 (20184 4 B) &3 ¥

9. (FEARLTHHMMN)Y 5 19C.06 £ 19C.10 %.

10. (FEARETMHY £ 19C.11 £,

11. (FEARETHNY £ 19C.13 %,

12, (ERLETHNY 25 19C.12 %,

Source KJA:
https://www.hkex.com.hk/News/Regulatory-
Announcements/2020/201030news?sc_lang=en

The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Boshiwa
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International Holding Limited (Provisional
Liquidators Appointed) (Stock Code: 1698)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on October 30, 2020 that with
effect from 9:00 am on November 3, 2020, the listing of
the shares of Boshiwa International Holding Limited
(Boshiwa) will be cancelled in accordance with the
delisting procedures under Practice Note 17 to the
Listing Rules.

Trading of Boshiwa’s shares was suspended on March
15, 2012 due to its failure to publish the annual results
for the year ended December 31, 2011. Subsequently,
Boshiwa was insolvent and did not have sufficient level
of operation and assets under Rule 13.24. The
Exchange placed Boshiwa into the first, second and third
delisting stage under Practice Note 17 to the Listing
Rules on January 27, 2016, July 28, 2016 and February
10, 2017, respectively.

Before expiry of the third delisting stage on August 21,
2017, Boshiwa submitted a resumption proposal to the
Exchange. On September 27, 2019, the Listing
Committee considered the resumption proposal is no
longer viable and therefore decided to cancel Boshiwa’s
listing under Practice Note 17 to the Listing Rules.

On December 30, 2019, the Listing (Review) Committee
upheld the Listing Committee’s decision to cancel the
listing of Boshiwa's shares on the Exchange. On
January 9, 2020, Boshiwa sought a review of the
delisting decision by the Listing Appeals Committee. On
October 20, 2020, the Listing Appeals Committee
upheld the Listing (Review) Committee’s decision to
cancel the listing of Boshiwa’s shares on the Exchange.
Accordingly, the Exchange will cancel Boshiwa’s listing
with effect from 9:00 am on November 3, 2020.

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

The Exchange advises Boshiwa’s shareholders who
have queries about the implications of the delisting to
obtain appropriate professional advice.
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Source KiE:
https://www.hkex.com.hk/News/Regulatory-
Announcements/2020/2010302news?sc_lang=en

Hong Kong Securities and Futures Commission
Issues Statement on United States Sanctions

On November 12, 2020, Hong Kong Securities and
Futures Commission (SFC) issued the statement in
response to enquiries following the latest announcement
by the United States government on the imposition of
sanctions against additional individuals in Hong Kong
and Mainland China.

The SFC reiterates that in considering the implications
of the sanctions, intermediaries are expected to carefully
assess any legal, business and commercial risks that
they may be exposed to. Any response to the sanctions
should be necessary, fair, and having regard to the best
interests of their clients and the integrity of the market.

The SFC will continue to monitor closely the impact that
the sanctions may have on the operation of
intermediaries, the interests of investors and financial
stability and orderliness of the markets in Hong Kong.

BERIIS R RESERERSHRXERNRERER
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Source EJE:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=20PR111

Zeng Lingxi Pleads Not Guilty to Charges of
Obstructing the Hong Kong Securities and Futures
Commission’s Search Operation

On November 11, 2020, Ms Zeng Lingxi pleaded not
guilty at the Eastern Magistrates’ Court to two charges
laid against her for obstructing employees of the Hong
Kong Securities and Futures Commission (SFC) in the
execution of a search warrant in May 2020 at an office
premises related to an investigation of possible market
manipulation of the shares of a Hong Kong-listed
company (Note 1).

A two-day trial will commence on February 1, 2021.
Zeng was granted cash bail of HK$100,000. In addition,
she will have to notify the SFC at least 24 hours in
advance of departing Hong Kong and provide the SFC
with details of her travel arrangements together with the
address where she will be staying during her travel as
well as her contact details, and inform the SFC within 48
hours of any changes to the address and contact details.
Note:

1. Please see the SFC'’s press release dated August 20,
2020:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-announcements/news/enforcement-
news/doc?refNo=20PR77
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Source EjE:
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announcements/news/doc?refNo=20PR110

Hong Kong Securities and Futures Commission
Reprimands and Fines Credit Suisse Securities
(Hong Kong) Limited HK$2.1 million over Breaches
of Electronic Trading Requirements

On November 9, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that it has
reprimanded Credit Suisse Securities (Hong Kong)
Limited (CSSHK) and fined it HK$2.1 million for
regulatory breaches related to failures in its electronic
trading systems (Note 1).

The SFC found that between 09:39 and 09:47 on
February 28, 2019, CSSHK submitted 16,935 erroneous
market making quotes to the market, resulting in the
execution of 8,042 stock options trades at prices that
deviated from the then prevailing market prices.

The incident was caused by a logic error in the symbol
mapping programme used by CSSHK, in its capacity as
a stock options market maker, in generating market
making quotes.

The SFC is of the view that CSSHK'’s internal controls
and regular tests in place at the time failed to prevent or
promptly detect the incident, and these failures
constitute breaches of electronic trading requirements
under the Code of Conduct (Notes 2 & 3).

In deciding the sanction, the SFC took into account all
relevant circumstances, including the prompt remedial
actions taken by CSSHK following the incident and
CSSHK'’s cooperation with the SFC in resolving the
SFC’s concerns.

Notes:

1. CSSHKis licensed under the Securities and Futures
Ordinance to carry on Type 1 (dealing in securities),
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Type 4 (advising on securities) and Type 7
(providing automated trading services) regulated
activities.

2. Code of Conduct for Persons Licensed by or
Registered with the Securities and Futures
Commission.

3. Please refer to the Statement of Disciplinary Action
for the relevant provisions of the Code of Conduct.

A copy of the Statement of Disciplinary Action is
available on the SFC website:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-
announcements/news/openAppendix?refNo=20PR109
&appendix=0
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Source EjE:
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Hong Kong Securities and Futures Commission
Publicly Censures Ngai Lai Ha and Imposes a Cold-
shoulder Order for Breach of the Takeovers Code’s
Mandatory General Offer Obligation

On November 2, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that it has
publicly censured and imposed an 18-month cold-
shoulder order (Note 1) against Ms Ngai Lai Ha for
breaching the mandatory general offer obligation of the
Takeovers Code (Note 2).

Ngai was the chairperson and executive director of
International Housewares Retail Company Limited when
the breaches took place. On March 6, 2019, Ngai
purchased 170,000 of the company’s shares at HK$2.01
per share. As a result, the shareholding of Ngai and her
concert parties (Concert Group) in the company reached
50.50%, representing an increase of more than 2% from
the Concert Group’'s lowest collective percentage
interest of 48.48% in the preceding 12 months.

Subsequently, Ngai made 12 additional dealings in the
company’s shares during the period from March to May
2019, crossing the 2% creeper each time.

Ngai submitted to the Executive (Note 3) that she
misunderstood the operation of the 2% creeper
provisions under Note 17 to Rule 26.1 of the Takeovers
Code which resulted in the breaches. She accepted that
she has breached the Takeovers Code and deprived the
company’s shareholders of the right to receive a general
offer for their shares. Ngai agreed to the current
disciplinary action against her.

Parties who wish to take advantage of the securities
markets in Hong Kong should conduct themselves in
accordance with the Takeovers Code in matters relating
to takeovers, mergers and share buy-backs. Although
the breach was caused by Ngai's misunderstanding of
Note 17, her conduct merits the current disciplinary
action.

The Executive Statement can be found in the
“Regulatory functions — Corporates — Takeovers and
mergers — Decisions and statements — Executive
decisions and statements” section of the SFC website.

Notes:
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1. Ngai will be denied direct or indirect access to the
Hong Kong securities market for a period of 18
months commencing on November 2, 2020 to May
1, 2022.

2. The Code on Takeovers and Mergers.

3. The Executive Director of the SFC’'s Corporate
Finance Division or his delegate.
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U.S. Commodity Futures Trading Commission
Exempts Additional Singapore Recognized Market
Operators  from  Swap  Execution Facility
Registration Requirements

On November 2, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) announced that it
unanimously approved an amended order that exempts
eight Recognized Market Operators (RMOs) authorized
within Singapore from CFTC swap execution facility
(SEF) registration requirements. The exempted RMOs
are BGC Partners (Singapore) Ltd., Euronext Markets
Singapore Pte Ltd., GFI Group Pte Ltd.,, ICAP
(Singapore) Pte Ltd., Nittan Capital Singapore Pte Ltd.,
Refinitiv Transaction Services Pte Ltd., TFS Currencies
Pte Ltd., and Tullett Prebon (Singapore) Limited.

Section 5h(g) of the Commaodity Exchange Act (CEA)
provides that the CFTC may grant such an exemption if
it finds that a foreign SEF is subject to comparable,
comprehensive supervision and regulation by the
appropriate governmental authorities in the facility’s
home country. The CFTC may likewise revoke exempt
status when a facility is no longer authorized and/or in
good standing in its home country.

On March 13, 2019, the CFTC issued an order
determining that the Monetary Authority of Singapore
(MAS) regulatory framework for Approved Exchanges
(AEs) and RMOs satisfies the standard in CEA section
5h(g) to exempt a SEF from registration with the CFTC.
Under the order, MAS is empowered, on an ongoing
basis, to request such exemption for facilities meeting
certain legal requirements within Singapore. MAS also
agreed to notify the CFTC when an AE or RMO no
longer satisfies those requirements, and to request the
non-compliant facility be removed from exempt status.

This amendment brings the total number of exempted
AEs and RMOs to 13.
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(Singapore) Ltd.. Euronext Markets Singapore Pte Ltd..

GFI Group Pte Ltd.. ICAP (Singapore) Pte Ltd.. Nittan
Capital Singapore Pte Ltd.. Refinitiv Transaction Services
Pte Ltd.. TFS Currencies Pte Ltd. &% Tullett Prebon
(Singapore) Limited.,
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Source KJR:
https://cftc.gov/PressRoom/PressReleases/8301-20

U.S. Commodity Futures Trading Commission
Expands its Part 30 Exemptive Program to Improve
Global Market Access for U.S. Customers

On November 2, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) issued multiple orders as
part of its longstanding Part 30 exemptive program of
international cooperation and regulatory deference.
Orders have been issued to the Bombay Stock
Exchange (BSE), the National Stock Exchange
International Financial Service Centre Limited (NSE
IFC), the Montreal Exchange (MX), NZX Limited (NZX),
and UBS AG (UBS).

For more than three decades since its inception, the
CFTC’s Part 30 exemptive program has provided U.S.
customers with increased access to foreign futures and
options markets where foreign intermediaries are
subject to comparable customer protection standards in
their home jurisdiction.

The orders, through CFTC Regulation 30.10, permit
these foreign intermediaries to accept U.S. customer
funds directly for the purpose of trading in futures and
options contracts in foreign jurisdictions without the
intermediaries having to register with the CFTC as a

futures commission merchant. The orders issued to BSE,

NSE IFSC, and NZX grant exemptive relief on behalf of
their respective members. The order issued to MX
amends and consolidates prior exemptive relief granted
on behalf of its members to reflect regulatory
improvements with respect to the protection of U.S.
customer funds. UBS, a Swiss bank, is the first recipient
of an order not issued to either a foreign self-regulatory
organization or regulator.

The orders will be published in the Federal Register and
the relief granted to each firm will be effective upon the
filing of certain representations with the National Futures
Association.
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U.S. Federal Court Orders a Company and its
Principal to Pay Over US$900,000 for Digital Asset
and Forex Ponzi Scheme
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On November 2, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) announced that the U.S.
District Court for the District of Colorado entered a
judgment against defendants Venture Capital
Investments LLC (VCI) and its principal and manager
Breonna Clark d/b/a Eliot Clark d/b/a Alexander Pak
(Clark) for fraudulently soliciting and misappropriating
funds from clients in a digital asset and forex Ponzi
scheme.

The order stemmed from a complaint filed on February
14, 2020. The court ruled that the defendants
fraudulently solicited more than 72 clients to invest in
commodity pools that purportedly trade in forex and
digital assets, including bitcoin, only to then
misappropriate the money. Further, the court found that
the defendants lured their clients primarily by using
social media, touting the ability of their purported
“master team of traders” to provide consistent trading
profits. The court found that the defendants
misappropriated their clients’ money to acquire, among
other things, a luxury automobile. The defendants also
used their clients’ money to make Ponzi-type payments
to others to maintain the scheme. In total, the
defendants fraudulently solicited and misappropriated
US$450,302.

The order required VCI and Clark to pay US$450,302 in
restitution to defrauded clients, a civil monetary penalty
of US$450,302 and the CFTC'’s costs. Additionally, the
defendants are permanently enjoined from engaging in
conduct that violates the Commodity Exchange Act and
CFTC regulations, as well as banned from registering
with the CFTC and trading in any CFTC-regulated
markets.
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U.S. Securities and Exchange Commission
Harmonizes and Improves “Patchwork” Exempt
Offering Framework

On November 2, 2020, the U.S. Securities and
Exchange Commission (SEC) voted to amend its rules
in order to harmonize, simplify, and improve the
multilayer and overly complex exempt offering
framework. These amendments will promote capital
formation and expand investment opportunities while
preserving or improving important investor protections.

When issuers use various private offering exemptions in
parallel or in close time proximity, questions can arise as
to the need to view the offerings as “integrated” for
purposes of analyzing compliance. This need results
from the fact that many exemptions have differing
limitations and conditions on their use, including whether
the general solicitation of investors is permitted. If
exempt offerings with different requirements are
structured separately but analyzed as one “integrated”
offering, it is possible that the integrated offering will fail
to meet all the applicable conditions and limitations.

Integration Framework.

The amendments establish a new integration framework
that provides a general principle that looks to the
particular facts and circumstances of two or more
offerings, and focuses the analysis on whether the
issuer can establish that each offering either complies
with the registration requirements of the Securities Act,
or that an exemption from registration is available for the
particular offering.

The amendments additionally provide four non-

exclusive safe harbors from integration providing that:
e any offering made more than 30 calendar days
before the commencement of any other offering,
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or more than 30 calendar days after the
termination or completion of any other offering,
will not be integrated with such other offering(s);
provided that:

0 inthe case where an exempt offering for
which general solicitation is prohibited
follows by 30 calendar days or more an
offering that allows general solicitation,
the issuer has a reasonable belief,
based on the facts and circumstances,
with respect to each purchaser in the
exempt offering prohibiting general
solicitation, that the issuer (or any
person acting on the issuer’'s behalf)
either did not solicit such purchaser
through the use of general solicitation or
established a substantive relationship
with such purchaser prior to the
commencement of the exempt offering
prohibiting general solicitation;

offers and sales made in compliance with Rule
701, pursuant to an employee benefit plan, or in
compliance with Regulation S will not be
integrated with other offerings;

an offering for which a Securities Act registration
statement has been filed will not be integrated if
it is made subsequent to:

0 a terminated or completed offering for
which general solicitation is not
permitted,

0 a terminated or completed offering for
which general solicitation is permitted
that was made only to qualified
institutional buyers and institutional
accredited investors, or

o an offering for which general solicitation
is permitted that terminated or was
completed more than 30 calendar days
prior to the commencement of the
registered offering; and

offers and sales made in reliance on an
exemption for which general solicitation is
permitted will not be integrated if made
subsequent to any terminated or completed
offering.

Offering and Investment Limits

For Regulation A, the amendments:

raise the maximum offering amount under Tier
2 of Regulation A from US$50 million to US$75
million; and

raise the maximum offering amount for
secondary sales under Tier 2 of Regulation A
from US$15 million to US$22.5 million.

For Regulation Crowdfunding, the amendments:

raise the offering limit in Regulation
Crowdfunding from US$1.07 million to US$5
million;
amend the investment limits for investors in
Regulation Crowdfunding offerings by:
0 removing investment limits  for
accredited investors; and
0 using the greater of their annual income
or net worth when calculating the
investment limits for non-accredited
investors; and
extend for 18 months the existing temporary
relief providing an exemption from certain
Regulation Crowdfunding financial statement
review requirements for issuers offering
US$250,000 or less of securities in reliance on
the exemption within a 12-month period.

For Rule 504 of Regulation D, the amendments:

raise the maximum offering amount from US$5
million to US$10 million.

“Test-the-Waters” and “Demo Day” Communications

SEC was amending offering communications rules, by:

permitting an issuer to use generic solicitation of
interest materials to “test-the-waters” for an
exempt offer of securities prior to determining
which exemption it will use for the sale of the
securities;

permitting Regulation Crowdfunding issuers to
“test-the-waters” prior to filing an offering
document with the SEC in a manner similar to
current Regulation A; and

providing that certain “demo day
communications will not be deemed general
solicitation or general advertising.

”

Regulation Crowdfunding and Requlation A Eligibility

The amendments establish rules that permit the use of

certain special purpose vehicles that function as a
conduit for investors to facilitate investing in Regulation
Crowdfunding issuers. The amendments additionally
impose eligibility restrictions on the use of Regulation A
by issuers that are delinquent in their Exchange Act
reporting obligations.

Other Improvements to Specific Exemptions

The amendments also:
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e change the financial information that must be
provided to non-accredited investors in Rule
506(b) private placements to align with the
financial information that issuers must provide to
investors in Regulation A offerings;

e add a new item to the non-exclusive list of
verification methods in Rule 506(c);

e simplify certain requirements for Regulation A
offerings and establish greater consistency
between Regulation A and registered offerings;
and

e harmonize the bad actor disqualification
provisions in Regulation D, Regulation A, and
Regulation Crowdfunding.

Effect of Amendments

The amendments are the next step in the SEC’s efforts
to improve the exempt offering framework for the benefit
of investors, emerging companies, and more seasoned
issuers. The amendments follow the SEC’s June 2019
concept release and March 2020 proposing release on
the harmonization of offering exemptions and benefit
from extensive public engagement. The amendments
address gaps and complexities in the exempt offering
framework that impede access to capital for issuers and
access to investment opportunities for investors.
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U.S. Securities and Exchange Commission
Publishes  Notice of German  Substituted
Compliance Application and Proposed Order

On November 9, 2020, the U.S. Securities and
Exchange Commission (SEC) published a notice of a
substituted compliance application by Germany’s
Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin)
as well as a proposed order that would conditionally
provide substituted compliance for German firms that
are registered with the SEC as security-based swap
dealers and security-based swap participants. These
are the latest of a series of actions that the SEC has
taken to stand up Title VII of the Dodd-Frank Wall Street
Reform and Consumer Protection Act, including cross-
border regulation.

Substituted Compliance Framework

Securities Exchange Act 1934 (Exchange Act) rule
3a71-6 conditionally provides that non-U.S. security-
based swap dealers and major security-based swap
participants may satisfy certain requirements under
Section 15F of the Exchange Act by instead complying
with foreign requirements that the SEC has found to be
comparable. The SEC’s comparability assessment
must consider the scope and objectives of the foreign
requirements and also the effectiveness of the foreign
financial supervisory and enforcement frameworks.

Rule 3a71-6 further conditions substituted compliance
on the SEC and the foreign financial regulatory authority
entering into a supervisory and enforcement
memorandum  of understanding and/or  other
arrangement addressing supervisory and enforcement
cooperation and other matters related to substituted
compliance. The SEC and BaFin are in the process of
negotiating a memorandum of understanding to address
cooperation matters related to substituted compliance.

Substituted compliance does not constitute exemptive
relief, but instead provides an alternative method by
which non-U.S. dealers and major participants may
comply with applicable U.S. requirements. The SEC
would retain the authority to inspect, examine and
supervise those firms and take enforcement action as
appropriate.
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BaFin's Application

BaFin requested that the SEC grant substituted
compliance in connection with requirements under the
Exchange Act regarding:

e Risk control — requirements related to risk
management systems, trade acknowledgment
and verification, portfolio reconciliation, portfolio
compression and trading relationship
documentation.

e Recordkeeping and reporting — requirements
related to record creation, record maintenance,
reporting and notices.

e Internal supervision and compliance -
requirements related to supervision, conflicts of
interest and chief compliance officers, and
certain related matters.

e Counterparty protection — requirements related
to fair and balanced communications,
disclosure of risks, characteristics, incentives or
conflicts of interest; daily mark disclosure, “know
your counterparty;” suitability; and clearing
rights disclosure.

The application did not seek substituted compliance in
connection with capital or margin requirements under
the Exchange Act.

In support, BaFin's application included analyses that
compare German and EU requirements with relevant
requirements under the Exchange Act. The application
also included information regarding the financial
supervisory and enforcement frameworks in Germany.

Proposed Order

The SEC published for comment a proposed order in
connection with BaFin's application. The proposed
order reflects the SEC’s preliminary assessments
regarding the comparability of applicable German and
EU requirements, and the effectiveness of the German
financial supervisory and enforcement frameworks. The
proposed order incorporates certain conditions or other
limits including:

e Portfolio reconciliation and dispute reporting —
Firms would have to report counterparty
valuation disputes directly to the SEC, based on
EU timing requirements.

e Trading relationship documentation — Firms
could not apply the Markets in Financial
Instruments  Directive  (MIiFID)  “eligible
counterparty” exception in connection with
applicable German and EU requirements, and

would not receive substituted compliance in
connection with certain disclosure-related
provisions.

Internal supervision and chief compliance
officer requirements - Firms’ internal
supervision and chief compliance officer
frameworks must also promote compliance with
certain residual U.S. requirements and the
conditions to the order.

Compliance reports — Firms must provide
compliance reports directly to the SEC.

Suitability — The firm’s counterparty must be
treated as a “per se professional client” under
German and EU requirements and must not be
a “special entity” as defined in Exchange Act
section 15F(h)(2)(C) and Exchange Act rule
15Fh-2(d).

Daily mark disclosure — The firm must be
required to reconcile, and in fact reconcile, the
portfolio containing the relevant security-based
swap on each business day.

Recordmaking — The firm would need to: (a)
preserve the data elements to create certain
records required by the SEC'’s rule and furnish
the record in the format (e.g., blotter or ledger)
required by that rule; (b) make certain records
related to the security-based swap dealer
segregation rule if the firm is not exempt from
that rule; and (c) make certain records related to
business conduct requirements for which
substituted compliance is not available.

Record preservation — The firm would need to:
(a) preserve records related to the security-
based swap dealer segregation rule if the firm is
not exempt from that rule; and (b) preserve
certain records related to Regulation SBSR and
business conduct requirements for which
substituted compliance is not available.

Financial and Operational Reporting — The firm
would need to report financial and operational
information in the manner and format specified
by SEC order or rule.

Notification — The firm would need to: (@)
simultaneously transmit to the SEC a copy of
any notice required to be sent by comparable
German and EU laws and include contact
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information of a person who can provide further
details about the notice; and (b) comply with the
requirement in the SEC'’s rule to provide notice
of failure to make a required deposit into the
reserve account required by the segregation
rule for security-based swap dealers.

Finally, firms would remain subject to Exchange Act
requirements to keep books and records open to
inspection by the SEC and to furnish promptly to the
SEC legible, true, complete, and current copies of those
records of the firm that are required to be preserved.

The SEC is requesting comment on each of these
proposed determinations and conditions.
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Australian Financial Services Royal Commission’s
Reforms Postponed for Six Months Due to the
Pandemic

The commencement dates for some Royal Commission
reforms have been delayed by six months in recognition
of the challenges created by the pandemic. This

includes a six-month reprieve for the commencement of
the mortgage brokers’ best interests duty.

RG 273 Mortgage Brokers: Best interests duty

In June 2020, Australian Securities and Investments
Commission (ASIC) published new regulatory guidance
for mortgage brokers and other relevant Australian credit
licensees on the best interests duty. From January 1,
2021, mortgage brokers will be required to act in the best
interests of consumers and to prioritize consumers’
interests when providing credit assistance. Consistent
with this legislation, the guidance is high level and
principles-based, but also incorporates practical
examples.

The purpose of RG 273 is to explain the obligations
introduced by the Parliament to give effect to
Government policy — it does not prescribe minimum
standards of conduct, nor does it impose new or
additional obligations from ASIC. RG 273 contains
ASIC’s interpretative views on how mortgage brokers
may comply with their best interests obligations at key
stages of the credit assistance process. This includes
guidance on:

» the effect of the range of credit providers and

products brokers can access

recommending packages of credit products

« the types of records that may be kept for
demonstrating compliance.

RG 78 Breach reporting by Australian Financial Services

(AES) licensees

The second Royal Commission reform coming down the
pipeline is the introduction of breach reporting
obligations for credit licensees. The proposed reforms
include requirements for third-party licensees to report
breaches by individual mortgage brokers and financial
adviser representatives of other licensees.

ASIC intends to consult on an updated RG 78 on breach
reporting in early 2021. ASIC is also going to consult on
an information sheet for new requirements for financial
advisers and mortgage brokers to investigate
misconduct and notify and remediate affected clients.

Reference checking and information sharing protocol

The Royal Commission recommended that Credit
licensees and AFS licensees should be required to
comply with a reference checking and information
sharing protocol for mortgage brokers and financial
advisers, similar to the ABA'’s current reference checking
and information sharing protocol for financial advisers.
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Treasury consulted on draft legislation to implement
these recommendations earlier this year. Under the draft
legislation, ASIC will have the power to make legislative
instruments determining the protocols for reference
checking and information sharing about prospective
financial adviser and mortgage broker representatives of
AFS licensees and credit licensees.

Once final legislation is introduced, ASIC intends to
consult with industry to seek feedback on the proposed
requirements for licensees under the ASIC protocol. The
industry feedback will be taken into account before the
ASIC finalizes the protocol in the first half of 2021, as
soon as practical ahead of the October 2021
commencement.
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Australian Securities and Investments Commission
to Further Extend Financial Reporting Deadlines for
Listed and Unlisted Entities and Amends ‘No Action’
Position for AGMs

Australian Securities and Investments Commission
(ASIC) will extend the deadline for both listed and
unlisted entities to lodge financial reports under
Chapters 2M and 7 of the Corporations Act (the Act) by
one month for certain balance dates up to and including
January 7, 2021 balance dates.

The extended deadlines for lodgement of financial
reports will assist those entities whose reporting
processes take additional time due to current remote
work arrangements, travel restrictions and other impacts
of COVID-19. Where possible, entities should continue
to lodge within the normal statutory deadlines, having
regard to the information needs of shareholders,
creditors and other users of their financial reports, or to
meet borrowing covenants or other obligations.

This additional relief announced on November 11, 2020
builds on earlier relief announced for unlisted entities
with December 31, 2019 to July 7, 2020 year ends and
will extend deadlines for lodging financial reports for all
listed and unlisted entities for balance dates to January
7, 2021 where the reporting deadline has not already
passed.
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Unlisted entities will be able to take one additional month
to lodge financial reports for year ends from December
31, 2019 to January 7, 2021. Listed entities will be able
to take one additional month to report for full year and
half-year financial reports for February 21, 2020 to
January 7, 2021 balance dates. (The January 7, 2021
date accommodates entities that use a provision in the
Corporations Act that allows their financial year to be
changed by plus or minus 7 days each year).

Listed entities will be required to inform the market when
they rely on the extended period for lodgement. These
entities may also find it desirable to explain the reasons
for relying on the extended deadlines.

‘No_action’ position _on holding of Annual General
Meetings

ASIC has adopted a ‘no action’ position where public
companies do not hold their Annual General Meetings
(AGMs) within five months after the end financial years
that end from December 31, 2019 to January 7, 2021,
but do so up to seven months after year end. ASIC’s no
action position also allows additional time for distribution
of financial reports to members prior to the AGM for
those companies that have relied on the extension of
time for lodgement of financial reports.

Reporting periods ending after January 7, 2021

ASIC will continue to monitor how market conditions and
COVID-19 developments are affecting financial
reporting and AGM obligations for balance dates after
January 7, 2021. At present, there is no indication that
further extensions of time will be necessary.
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Source EjR&:
https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2020-releases/20-276mr-asic-to-further-extend-
financial-reporting-deadlines-for-listed-and-unlisted-entities-
and-amends-no-action-position-for-agms/

Financial Conduct Authority of the United Kingdom
Announces Changes to Open Banking Identification
Requirements

The Financial Conduct Authority (FCA) of the United
Kingdom (UK) has announced changes to limit the risk
of disruption to open banking services after Brexit. The
FCA's changes will permit UK-based third-party
providers (TPPs) to use an alternative to elDAS
certificates to access customer account information from
account providers, or initiate payments, after Brexit.
Firms must act to ensure they can continue to provide
open banking services.

elDAS certificates are required for TPPs to identify
themselves to account providers and allow firms to
interact and share customer account information online
in a trusted and secure way. Under the Strong Customer
Authentication Regulatory Technical Standards (SCA-
RTS), they are the only accepted identification standard
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permitted between providers of open banking services
in the European Union (EU).

However, in July 2020 the European Banking Authority
(EBA) announced that elDAS certificates of UK TPPs
would be revoked when the transition period ends on
December 31, 2020. The near final instrument,
published by the FCA, allows TPPs to rely on an
alternative certificate.

The changes will mean:

e UK-based TPPs will likely need to obtain a new
certificate to be able to continue to provide open
banking services in the UK, post-Brexit

e Account providers (e.g. banks) will likely need to
make technical changes to their systems to enable
TPPs to continue accessing customer account
information, by accepting an alternative certificate
and informing TPPs as soon as possible which
certificate(s) they will accept

Firms must review the changes immediately and
implement any necessary changes as soon as possible.
Acknowledging the challenges faced by the industry, the
FCA will provide a transition period until the end of June
2021 for complying with the FCA's rules.
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Source Ej&:
https://www.fca.org.uk/news/statements/fca-announces-
changes-open-banking-identification-requirements

Financial Conduct Authority of the United Kingdom
Bans Three Individuals from Working in the
Financial Services Industry for Non-Financial
Misconduct

The Financial Conduct Authority (FCA) of the United
Kingdom (UK) has prohibited Russell David Jameson,
Mark Horsey and Frank Cochran from working in the
financial services industry following findings that they
are not fit and proper. Each of them had been convicted
of serious non-financial indictable offences while
working in the financial services industry.

Mark Steward, Executive Director of Enforcement and
Market Oversight, said: “The FCA expects high
standards of character, probity and fitness and
properness from those who operate in the financial
services industry and will take action to ensure these
standards are maintained.”

Russell David Jameson

Jameson was a financial adviser at an authorized firm
and was approved by the FCA to hold various significant
influence and customer facing functions at the firm.

In July 2018, Jameson was convicted of serious criminal
offences involving the making, possession and
distribution of indecent images of children. Between
January 2013 and August 2017, Jameson made
thousands of indecent photographs of children and had
thousands of such images in his possession, including
films and images of the utmost severity. These offences
were committed whilst Jameson was an approved
person.

Jameson was sentenced to five years’ imprisonment,
ordered to sign the sex offenders register indefinitely,
and included in the list of individuals barred from working
with children or vulnerable adults.

Mark Horsey

Horsey was the sole director and shareholder of an
authorized financial advice firm with permission to
conduct designated investment business (including

22



J M L

advising on and arranging deals in investments) and
insurance distribution.

In September 2018, Horsey was convicted of voyeurism,
contrary to the Sexual Offences Act 2003. Horsey had
surreptitiously observed and video recorded his tenant
having a shower without their consent. He committed the
offence whilst he was an approved person.

Horsey was sentenced to nine months’ imprisonment
suspended for 18 months, required to complete 100
hours of unpaid work and 25 days of rehabilitation
activity, and required to sign the sex offenders register.

Frank Cochran

Cochran was a director and shareholder of an
authorized financial advice firm with permission to
advise on pensions, mortgages and investments.

In April 2018, Cochran was convicted of sexual assault,
engaging in controlling and coercive behavior and an
offence contrary to the Protection from Harassment Act
1997. These offences were committed whilst he was an
approved person.

Cochran was sentenced to seven years’ imprisonment
and required to sign the sex offenders register.
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Source Ej&:
https://www.fca.org.uk/news/press-releases/fca-bans-three-
individuals-working-financial-services-industry-non-financial-
misconduct

Monetary Authority of Singapore Steps Up
Enforcement Actions Against Market Abuse and
Financial Misconduct

The Monetary Authority of Singapore (MAS) has taken
several strong actions against financial institutions (FIs)
and individuals for market abuse, financial misconduct,
and control breaches related to money laundering. In its
Enforcement Report published on November 4, 2020,
covering the period January 2019 to June 2020, MAS
detailed various enforcement actions taken for breaches
of MAS regulations and requirements.

MAS imposed S$11.7 million in civil penalties and,
together with the Attorney-General's Chambers,
successfully secured the criminal convictions of nine
individuals for market misconduct or related offences.
MAS imposed S$3.3 million in composition penalties for
money laundering-related control breaches and issued
25 prohibition orders against unfit representatives.
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The average time taken by MAS for completing its
reviews and investigations has decreased. It has come
down from 33 months to 24 months in criminal cases,
and from 30 months to 26 months in civil penalty cases,
compared against the previous reporting period.

MAS has stepped up its focus on early detection of
market misconduct, working closely with various
stakeholders. MAS and the Accounting and Corporate
Regulatory Authority established a joint forum to
facilitate the review and enforcement of accounting-
related and disclosure issues. MAS and the Singapore
Exchange jointly published a trade surveillance practice
guide to help brokers implement good practices in their
trade surveillance operations.

MAS will continue to strengthen its enforcement regime,
as the nature of financial misconduct grows in
sophistication and complexity. MAS will continually
refine its processes and increasingly leverage
technology to heighten effectiveness and efficiency in
investigation.

MAS’ enforcement priorities looking ahead include the
following:

e pursue serious and complex cases of disclosure
breaches;

e deepen capability to proactively detect potential mis-
selling of financial products;

e continue to focus on FIs which lack rigorous systems
and processes for combatting money laundering
and countering terrorism financing;

e update enforcement-related powers to better detect,
investigate, and take action against misconduct; and

e enhance focus on senior management
accountability for breaches by their FIs or
subordinates.

Ms. Peggy Pao, Executive Director (Enforcement), MAS
said “Rigorous investigation and tough enforcement are
necessary to deter financial misconduct, protect
consumers, and maintain investor confidence. In the
four years since we established a centralized
Enforcement Department, MAS has deepened our
enforcement capability and expertise. As our financial
sector grows in scale and sophistication, a robust
enforcement regime will be critical in sustaining
Singapore’s reputation as a trusted financial center.”
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Source KJ&:
https://www.mas.gov.sg/news/media-releases/2020/mas-
steps-up-enforcement-actions-against-market-abuse-and-
financial-misconduct

Bank Indonesia and Monetary Authority of
Singapore Extend Bilateral Financial Arrangement
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On November 5, 2020, Bank Indonesia (Bl) and the
Monetary Authority of Singapore (MAS) announced the
extension of the USD10 billion bilateral financial
arrangement for another year. This extension has been
endorsed by Indonesian President Joko Widodo and
Singapore Prime Minister Lee Hsien Loong and will
support monetary and financial stability in both countries
amid the COVID-19 pandemic.

The arrangement comprises two agreements:

e A local currency bilateral swap agreement that
allows for the exchange of local currencies between
the two central banks of up to SGD9.5 billion or
IDR10O0 trillion (about USD7 billion equivalent); and

e A bilateral repo agreement of USD3 billion that
allows for repurchase transactions between the two
central banks to obtain USD cash using G3
Government Bonds as collateral.

The bilateral financing arrangement was established in
November 2018, following the Singapore-Indonesia
Leaders’ Retreat, where the leaders asked Bl and MAS
to establish the arrangement to build confidence in each
other’'s economies. The arrangement was extended for
a year in November 2019.
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https://www.mas.gov.sg/news/media-releases/2020/bank-
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Monetary Authority of Singapore Launches
Productivity Solutions Grant to Help Small Financial
Institutions Adopt Digital Solutions for Data
Reporting

On November 9, 2020, the Monetary Authority of
Singapore (MAS) announced the launch of a S$35
million Productivity Solutions Grant (PSG) for the
financial services sector to help smaller financial
institutions adopt digital solutions for more streamlined
data reporting to MAS. The grant is currently applicable
to banks and will be subsequently expanded to include
insurers and capital market intermediaries.

The PSG provides funding support for smaller financial
institutions to adopt regulatory reporting solutions from
pre-approved managed service providers. These
technologies will facilitate more efficient processes for
the preparation and submission of data, in line with
regulatory requirements. Please refer to the Annex for
the list of pre-approved managed service provider
solutions.

The PSG will co-fund up to 30% of qualifying expenses
for the adoption of digital solutions from the pre-
approved managed service solution providers, capped
at S$250,000 per project for banks. Eligible banks can
now apply for funding via the Business Grants Portal.

This grant is part of MAS’ recent initiatives to support
smaller financial institutions in their efforts to improve
productivity. Smaller financial institutions that wish to
adopt digital solutions outside of regulatory reporting can
consider the Digital Acceleration Grant (DAG). Please
refer to the MAS website for more information about the
DAG.

Mr. Sopnendu Mohanty, Chief FinTech Officer, MAS,
said, “The co-funding support for the adoption of
regulatory reporting solutions will help smaller financial
institutions leverage technology to better meet
regulatory obligations. There are now a range of grant
schemes specific to smaller financial institutions.
Together, these schemes provide strong support for
these financial institutions to adopt solutions that
improve their operational capabilities in various
domains.”
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Singapore Exchange Expands Clearing
Relationship with CME Group, Adding Pan-Asia
Benchmark Equity Derivatives to Mutual Offset Link

«  SGX further broadens shelf of pan-Asia benchmark
equity derivatives

e SGX and CME Group will offer FTSE Emerging
Market and FTSE China H50 futures on their Mutual
Offset System

Singapore Exchange (SGX) is expanding the scope of
its unique Mutual Offset System (MOS) with CME
Group, offering global investors unmatched, round-the-
clock access to trade and clear on the leading
derivatives marketplaces in Asia and the United States.
SGX on November 23, 2020 will launch five new
regional and single-country futures contracts based on
Net Total Return and Price Return indices calculated by
FTSE Russell, further broadening its shelf of pan-Asia
benchmark equity derivatives.

Of these, the SGX FTSE Emerging Market and SGX
FTSE China H50 Price Return futures are planned to be
available for MOS from the first half of 2021. The

effective date will be announced in due course upon
fulfilment of the necessary rule amendment procedures.
CME Group and SGX will align the contract
specifications on each exchange, enabling international
customers to transfer positions from one venue to the
other for maximum flexibility and efficiency in managing
portfolio risk.

Singapore International Monetary Exchange or SIMEX,
which became part of SGX, pioneered the revolutionary
MOS alongside the Chicago Mercantile Exchange in
1984. The landmark clearing link has grown to become
one of the world’s most successful and longest-running
derivatives collaborations between global exchanges.

Michael Syn, Senior Managing Director and Head of
Equities at SGX, said, “We are delighted to be standing
together with CME Group at the forefront of serving
international investors with true round-the-clock trading
and clearing. This Mutual Offset System continues to be
a unique link offering unrivalled access to our
participants. At the same time, the introduction of new
products with FTSE Russell further enhances our total
Asian waterfront of risk-management solutions.”

Tim McCourt, Global Head of Equity Index and
Alternative Investment Products at CME Group, said,
“We are pleased to further strengthen our relationship
with SGX through the expansion of this Mutual Offset
System. This will enhance our offering in terms of
providing our mutual customers the platform to manage
their overnight risks in an effective and timely manner
and giving them greater access to the combined liquidity
of both SGX and CME Group in a single marketplace.”

Wagas Samad, CEO FTSE Russell and Group Director,
Information Services, LSEG, said, “This collaboration
will enhance global access for investors wishing to the
trade and clear Asian equity derivatives outside of the
region and bolster liquidity across products. Working
closely with SGX, the addition of five new index futures
contracts reflects our joint commitment to meeting
investor demand for equity derivative and options
trading as well as ETFs across Asia Pacific. As highly
liquid multi-asset derivatives exchanges, both SGX and
CME Group continue to play an important role in the
creation of global risk management products centered
on FTSE Russell index futures.”

SGX FTSE Equity Net Total Return (NTR) Index Futures
launching on November 23, 2020:

« SGX FTSE Emerging Market NTR (USD) Index
Futures

e SGXFTSE Japan NTR (USD) Index Futures

e SGXFTSE New Zealand NTR (USD) Index Futures
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SGX FTSE Equity Price Return Index Futures launching
on November 23, 2020, targeted to be made available
for MOS from the first half of 2021.:

e SGX FTSE Emerging Market (USD) Index Futures
« SGXFTSE China H50 (USD) Index Futures
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Source j&:
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equity

Ant Group Co., Ltd. Decides to Suspend its Listing
on the Science and Technology Innovation Board

On August 25, 2020, the application filed by Ant Group
Technology Co., Ltd. (the "Ant Group") for an initial
public offering was accepted by the Science and
Technology Innovation Board (the “STAR Market”),
reviewed and approved by the Listing Committee of the
STAR Market on September 18, 2020 and registered
with the China Securities Regulatory Commission (the
“CSRC") on September 23, 2020. According to its initial
public offering plan, the Ant Group applied for listing on
the STAR Market of the Shanghai Stock Exchange (the
"SSE") on November 5, 2020.

However, on November 2, 2020, the actual controller
(Jack Ma), the executive Chairman (Eric Xiandong
JING), and the Chief Executive Officer (Simon Xiaoming
Hu) of the Ant Group were summoned to a joint
regulatory interview by the relevant regulators, the
People’s Bank of China, the China Banking and
Insurance Regulatory Commission, the CSRC and the
State Administration of Foreign Exchange. On
November 3, 2020, the SSE issued the “Decision to
Suspend the Listing of Ant Group Co., Ltd. on the STAR
Market” to suspend the listing of Ant Group.
Subsequently, on November 3, 2020, the Ant Group and
its lead underwriters jointly announced that they decided
to suspend the issuance of stocks to be listed on the
STAR Market of the SSE, and announced the
suspension of listing on the Stock Exchange of Hong
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Kong Limited on the same day. Furthermore, the Ant
Group and its lead underwriters have therefore reached
consensus to refund IPO subscription funds to all online,
offline and strategic investors, with the process starting
from Friday, November 6, 2020.

On November 4, 2020, the spokesperson of the CSRC
made the following answers in response to the questions
of the Ant Group’s suspension of listing, which are “the
SSE’s decision to suspend the Ant Group’s listing on the
STAR Market was made in accordance with applicable
laws and regulations. The recent regulatory interview
with the Ant Group by relevant regulators and changes
in the regulatory environment of fintech businesses may
have a material impact on the Ant Group’s business
structure and profit model, which constitutes material
issues at pre-listing stage. Sticking to the principles of
protecting the legitimate rights of investors, ensuring
comprehensive, transparent, and accurate information
disclosure, and safeguarding the integrity of the market,
the SSE decided to suspend the listing pursuant to
relevant regulations for the registration-based IPO
regime. The CSRC supports this decision made by the
SSE according to laws and regulations. In the meantime,
we have been communicating and collaborating with the
Securities and Futures Commission of Hong Kong and
securities regulators in major overseas markets to jointly
handle the follow-up work in a proper manner. Avoiding
a hasty listing against significant change in regulatory
environment is in line with the responsibilities of market
regulators towards investors and markets and
demonstrates respect for the market and the rule of law.
It is our belief that, in the long run, this decision will
certainly enhance sound development of China’s capital
markets and build stronger trust and confidence of
domestic and overseas investors in them.”
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Jiangsu Yabaite Technologies Co., Ltd. Commits the
Crime of lllegal Disclosure of Important Information

Background

From 2015 to September 2016, Jiangsu Yabaite
Technology Co., Ltd. (“Jiangsu Yabaite”) inflated its
financial performance and implemented financial fraud
by fabricating overseas engineering construction
projects, construction material export trade, domestic
construction material trade and other means. In order to
achieve the purpose of fictitious performance, Jiangsu
Yabaite adopted the measures of forging project
schedules, labor cost calculation sheets, material costs
and other related materials, creating false appearances
of importing and exporting materials and goods,
concluding purchase and sales contracts without real
demands, forging relevant vouchers and arranging the
funds transfer to form circulation. During the period
involved in this case, Jiangsu Yabaite inflated business
revenue of approximately CNY580 million and profit of
approximately CNY260 million in total, with false records
in relevant periodic reports.

Processing results
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During the hearing of this case, the party concerned,
Jiangsu Yabaite, claimed that the existing evidence was
insufficient to prove that the relevant business of it was
false, and relevant responsible persons requested no
punishment or mitigated punishment on the grounds that
they were not involved, unaware, did not take charge of
the affairs or could not find the violation even though
they diligently performed their duties. After reviewing the
case, the China Securities Regulatory Commission (the
"CSRC") held that the materials provided by the relevant
regulatory authorities for assistance in the investigation,
the evidence of relevant fund transfers and the records
of relevant personnel have formed a chain of evidence
that is sufficient to prove the existence of the illegal facts.
According to the "Securities Law of the People's
Republic of China" revised in 2005 (the “2005 Securities
Law"), the directors, supervisors and senior managers
of listed companies shall ensure that the information
disclosed by the listed company is true, accurate and
complete. Directors, supervisors and senior managers
of listed companies shall take the initiative to act
faithfully and diligently towards the company. Once there
is any false record in the relevant periodic report, the
party concerned shall prove that he/she has performed
his/her duties diligently, and shall not be exempted from
liability only on the ground of no participation, no
knowledge, no responsibility in charge and etc. In
December 2017, the CSRC made the decision of
administrative penalty and the decision of denying
market access, identifying that the above mentioned
acts of Jiangsu Yabaite violated the provisions of
Articles 63 and 68 of the 2005 Securities Law and
constituting the acts set forth in Paragraph 1 of Article
193 of the 2005 Securities Law. The CSRC decided to
order Jiangsu Yabaite to make corrections, send a
warning , and impose a fine of CNY600,000. Moreover,
Mr. Lu, the chairman and the general manager of
Jiangsu Yabaite was given a warning and imposed a fine
of CNY300 ,000 while other responsible persons were
given a warning and imposed a fine of CNY30 ,000 to
CNY300,000 respectively. At the same time, Mr. Lu was
subject to a lifelong ban on entry into the securities
market and a ban on entry into the securities market for
three to five years respectively for other persons.

The CSRC transferred the clues of the suspected crimes
of Mr. Lu and Mr./ Mrs. Li to the public security
organizations. In April 2019, the People's Procuratorate
of Yancheng City, Jiangsu Province commenced a
public prosecution at the court with regard to Mr. Lu and
Mr./ Mrs. Li that were suspected of committing the crime
of illegal disclosure of important information.

In August 2019, the Intermediate People's Court of
Yancheng City, Jiangsu Province rendered a judgment
and sentenced Mr. Lu to 9 months’ imprisonment,
suspended for 1l-year and fined CNY 150,000 for
committing the crime of illegal disclosure of important
information while Mr./ Mrs. Li was sentenced to six

months' imprisonment, suspended for 1-year and fined
CNY 100,000 for the same reason.

Educational significance of the case

1. The international enforcement coordination
mechanism plays an active role in investigating and
punishing cross-border illegal cases on the capital
market. Under the international enforcement
coordination mechanism, evidence provided by an
overseas agency with law enforcement power is
essentially a form of realization of the enforcement
power of administrative law. Its authenticity and
legality can be directly confirmed, which could be
served as the basis for the CSRC to impose penalties.
This case is a typical cross-border financial fraud
case with complicated and concealed methods,
making it difficult to investigate and deal with. The
CSRC obtained relevant evidences through
securities regulatory agencies in the United States,
Pakistan, and Hong Kong, which provided important
support for the investigation and handling of the case.
The investigation and handling of this case shows
that no matter where it is listed or how its business is
carried out, a listed company should strictly abide by
the laws and regulations of the relevant market and
fulfill its information disclosure obligations truthfully,
accurately and completely. At the same time, the
CSRC will, as always, strengthen the supervision of
information disclosure of listed companies and
consolidate the foundation of honesty in the capital
market.

2. The multi-dimensional accountability for
administrative, criminal and civil violations increases
the costs of violations in the capital market. After
issuing the administrative penalty, the CSRC
transferred the suspected criminal subject to the
public security organs, and the persons involved in
the case, Mr. Lu and Mr./ Mrs. Li, was investigated
for criminal responsibility in accordance with the law.
At the same time, Jiangsu Yabaite also assumed a
huge amount of civil compensation for the damaged
investors. The Securities Law revised in 2019 (the
New Securities Law) further increased penalties and
optimized the civil compensation litigation
mechanism, which greatly increased the cost of
violations of the capital market, which is conducive to
supervising and urging listed companies to operate
in accordance with the law and to perform
information disclosure obligations conscientiously to
strengthen the cornerstone of the capital market.

3. Investigate the responsibility of agencies in
accordance with laws and urge them to return to their
positions and perform their duties. With the
continuous deepening of the reform of the
registration-based IPO system in China's capital
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market, strengthening the supervision of agencies
and urging them to return to their positions are
essential for the formation of a good self-discipline
mechanism in the capital market. While investigating
and punishing the information disclosure-related
offenses involved in the case, the CSRC actively
performed the duty of "dual investigation for one
case", and legally punished the financial consultancy
institutions which are responsible for ongoing
supervision and the accounting firms which perform
the duty of auditing annual reports for their failure to
perform their duties diligently. It warns that the
relevant agencies shall carry out the relevant work
comprehensively and prudently in accordance with
the requirements of the laws and regulations and
shall assume the corresponding legal liability if the
documents issued by them contain false records.
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Shanghai Stock Exchange Responds to Questions
from the Press on Guidelines No.1 on the
Application of Securities Trading Rules of the
Shanghai Stock Exchange for Qualified Foreign
Institutional Investors and RMB Qualified Foreign
Institutional Investors

On 30 October 2020, under the approval of the China
Securities Regulatory Commission (CSRC), the
Shanghai Stock Exchange (SSE) officially published the
Guidelines No.1 on the Application of Securities Trading
Rules of the Shanghai Stock Exchange for Qualified
Foreign Institutional Investors and RMB Qualified
Foreign Institutional Investors (the QFIl and RQFII
Guidelines for short), which will take effect on November
1st, 2020. The Shanghai Stock Exchange (the “SSE")
responded to questions from the press on the
publication.

Question 1 : What is the background to this revision of
rules?

Answers 1: The Qualified Foreign Institutional Investors
(QFII) and RMB Qualified Foreign Institutional Investors
(RQFII) schemes were implemented in 2002 and 2011
respectively. These two schemes have played a positive
role in introducing long-term investment funds from
overseas, improving investor structure, and promoting
sound development of the domestic capital market.

In recent years, China's capital market has been steadily
opening up both ways, and institutional and international
participation in A share investment has been
continuously improving. In order to achieve higher level
of openness of the capital market and to further improve
the QFIl and RQFIl schemes, the CSRC revised and
integrated the Measures for the Administration of
Domestic Securities Investment by Qualified Foreign
Institutional Investors, the Measures for the Pilot
Program of Domestic Securities Investment by RMB
Qualified Foreign Institutional Investors and associated
rules, leading to the publication of the Measures for the
Administration of Domestic Securities and Futures
Investment by Qualified Foreign Institutional Investors
and RMB Qualified Foreign Institutional Investors and
the  Provisions on Issues Concerning the
Implementation of the Measures for the Administration
of Domestic Securities and Futures Investment by
Qualified Foreign Institutional Investors and RMB
Quialified Foreign Institutional Investors.

Thus, the SSE made revisions to relevant business rules
accordingly, and published the QFIl and RQFII
Guidelines in order to align with the revision of higher-
level regulations by the CSRC. These revisions will
contribute positively to improving the openness of the
domestic capital market, satisfying market needs, and
promoting coordinated development of different
channels of opening up.

Question 2: What are the major changes in the QFIl and
RQFII Guidelines published by the SSE?

Answers 2: The major changes in the QFIl and RQFII
Guidelines include these six aspects:

The first is to expand the scope of investment. In
addition to the products already available, qualified
foreign investors can invest in depository receipts, stock
options, government-backed bonds, etc. At the same
time, qualified foreign investors are allowed to
participate in margin trading, securities borrowing and
lending, and bond repurchase.

The second is to modify the information reporting
requirements. In order to further reduce the burden of
information reporting for market entities, the
requirements for information reporting have been
revised, the basic reporting obligations of relevant
entities have been stipulated, and business guidelines
have been formulated accordingly.

The third is to adjust the initial notification threshold of
shareholding by foreign investors. When the proportion
of the total A-share stocks of a single listed company
held by all foreign investors collectively reaches or
exceeds a certain percentage, the SSE will announce
the total number and percentage of stocks of the
company held by foreign investors. The initial notification
threshold will be lowered from 26% to 24%.

The fourth is to optimize matters related to holding and
closing positions. This revision improves the related
handling methods in case the collective shareholding of
foreign investors passively exceeds 30% of all stocks of
a listed company, adjusts the order in which positions
are closed when the total shareholding of foreign
investors exceeds the limit, and clarifies the
circumstances under which foreign investors can apply
to continue to hold relevant shares after being notified to
reduce their shareholding.

The fifth is to improve the relevant rules for non-trade
transfers. It is clarified that qualified foreign investors
shall conduct negotiated transfer of shares of listed
companies according to relevant business rules. Newly
added qualified foreign investors may conduct non-trade
transfers of securities in accordance with the relevant
rules of securities depository and clearing institutions.
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The sixth is to strengthen continuous supervision. The
revision clarifies the information disclosure obligations of
qualified foreign investors and foreign investors under
their names and specifies the requirements for
information disclosure. It also strengthens the
obligations for commissioned securities and futures
companies to manage the trading conduct of qualified
foreign investors and their clients.

Question 3: After the revision, the initial notification
threshold of shareholding by foreign investors is lowered
to 24% from the previous 26%. What are the major
considerations for this adjustment?

Answers 3: According to relevant regulations, the total
shareholding by foreign investors of the A shares or
domestic shares of a single listed company may not
exceed 30% of the total shares of that company. As a
reminder that foreign shareholding is close to the limit,
the SSE has set up the initial notification threshold.

In recent years, with the inclusion of A shares into MSCI,
FTSE Russell and other major international indices,
foreign investors are more enthusiastic about and
confident in investing in A shares. Through SSE's
communications, many foreign investors and financial
institutions expressed the hope to keep up with the level
of foreign shareholding in listed companies, so as to
have sufficient time to make adjustments.

With the guidance from the CSRC, the SSE conducted
feasibility studies in this regard. As a measure to
facilitate trading, the initial notification threshold of
foreign shareholding is lowered from 26% to 24%, i.e.
when all foreign investors collectively hold 24% or more
of the total A-share stocks of a single listed company,
the SSE will, before the market open of the next trading
day, announce on its website the total humber and
percentage of stocks of the company held by foreign
investors.

During the course of opening-up of China's capital
market, the SSE will, with the guidance from the CSRC,
continue to pay attention to the demand of foreign
investors, upgrade SSE’s investor services, improve the
capital market system and rules, and facilitate the
participation of foreign investors in the A share market.
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Shenzhen Stock Exchange Revises and Releases
Implementation Rules for QFlls and RQFlIs to
Further Promote High-level Opening-up of the
Capital Market

On October 30, 2020, with the approval of China
Securities Regulatory Commission (“CSRC"), Shenzhen
Stock Exchange (SZSE) released the new revised
edition of the Implementation Rules on Securities
Trading of Qualified Foreign Institutional Investors and
RMB Qualified Foreign Institutional Investors on the

Shenzhen Stock Exchange (the “Implementation
Rules”), effective from November 1, 2020.

The rules for qualified foreign institutional investors
(QFlIs) and RMB qualified foreign institutional investors
(RQFIIs) (collectively called “qualified foreign investors™)
were put in place in 2002 and 2011 respectively. The two
rules have played a positive role in introducing overseas
long-term funds, optimizing the investor structure and
promoting healthy development of the Chinese capital
market. To better meet foreign investors’ demands and
promote coordinated development of different open
channels, SZSE has conscientiously implemented the
requirements specified in the new revised edition of the
Measures for the Administration of Domestic Securities
and Futures Investment by QFlls and RQFIIs and the
Provisions on Matters Concerning the Implementation of
the Measures for the Administration of Domestic
Securities and Futures Investment by QFlls and RQFIIs,
and promptly revised the Implementation Rules
accordingly.

The revision mainly includes: first, expanding
investment scope. SZSE has added that qualified
foreign investors are allowed to invest in depositary
receipts, stock options, government-backed bonds, etc.
and participate in bond repo, securities margin trading
and refinancing securities lending transactions, to enrich
qualified foreign investors’ toolkit for asset allocation and
risk management. Second, improving shareholding ratio
disclosure and excess shareholding reduction
arrangements. With A-shares being included in
internationally important indexes such as MSCI and
FTSE Russell, foreign investors’ enthusiasm for and
confidence in investing in A-shares have enhanced. To
make it easy for relevant institutions to learn foreign
shareholding ratios as early as possible so that they can
have more time to react, SZSE has adjusted the
disclosure indicator for foreign shareholding ratio from
26% to 24%, and optimized the shareholding reduction
arrangements when total foreign shareholding ratio
exceeds 30%. Third, facilitating investment operation.
SZSE has removed the limit on the quantity of securities
companies that foreign investors are allowed to
commission and specified the requirements for handling
of transfer by agreement and non-deal name transfer of
qualified foreign investors. SZSE has made full use of
the internal information sharing mechanism of regulatory
authorities and canceled the requirements for reporting
of repetitive information to relevant institutions by
qualified foreign investors and custodians, trusted
securities companies, etc., to reduce the burden of
market entities. Fourth, strengthening compliance
requirements. SZSE has laid down the requirements for
management of qualified foreign investors’ transaction
behaviors and reporting of transactions suspected of
violating laws and regulations by trusted securities
companies and trusted futures companies, required
qualified foreign investors to urge foreign investors
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under their names to fulfill information disclosure
obligations, and added that the inspector shall fulfill the
duty of supervision of qualified foreign investors.

Relevant official of SZSE said that SZSE would continue
to facilitate the improvement of systems and
mechanisms for high-level two-way opening up of the
Chinese capital market according to the overall plan of
CSRC, actively adapt to foreign investors’ demands, and
constantly improve service capability and efficiency.
SZSE will attract more medium- and long-term funds to
the market, better energize market entities, go all out to
build a quality innovation capital center and world-class
exchange, and assist in the building of a higher-level
open modern economic system.
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The Shanghai Stock Exchange formulates the
Three-year Action Plan for Improving the Quality of
Companies Listed on the Shanghai Stock Exchange

On November 3, 2020, the Shanghai Stock Exchange
(the "SSE") formulated the Three-year Action Plan for
Improving the Quality of Companies Listed on the
Shanghai Stock Exchange (the "Plan"), specifying the
specific timetable and roadmap of its work. Under the
leadership of the China Securities Regulatory
Commission (the "CSRC"), the SSE will strengthen the
construction and reform of the capital market, and strive
to form a large group of listed companies that reflect the
requirements of high-quality development in the SSE
within three years.

Based on the orientation function of SSE as a market
organizer, manager and service provider, there are 39
specific work arrangements in the Plan in respect of
corporate governance, information disclosure, system
construction, optimization of supervision, and in-depth
services in respect of issuance and listing, corporate
regulation, bond market and etc. Among the Plan, 16
key promotion tasks and 23 normal implementation
tasks are included. The following set forth the five main
areas of work of the Plan.

® Standardizes corporate governance. Focuses on the
behaviors of “critical minority” and enhances the
sense of integrity and responsibility of actual
controllers, directors, supervisors and senior
management of the listed companies. Furthermore,
the SSE shall effectively implement the special
corporate governance actions of the CSRC.
Standardizes the operation of board of shareholders,
board of directors and board of supervisors of the
listed companies, gives full play to the role of general
meeting of shareholders and strengthen the internal
control mechanism of the listed companies. In
addition, the SSE shall promote the improvement of
equity incentives and employee stock ownership
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systems, cultivate and form market-oriented
incentive and restraint mechanisms, and stimulate
the internal motivation of the listed companies to
focus on their operations and then improve their
performance.

Improve the quality of information disclosure. The
SSE shall revise and improve the self-discipline rules
system for information disclosure with the Rules
Governing the Listing of Stocks on Shanghai Stock
Exchange (the “Listing Rules®) as the core. The SSE
shall promote the enactment, revision, abolishment
and combination of the Listing Rules in accordance
with the objectives of “clearly structured, clear style,
easy to understand and easy to use". Furthermore, it
shall optimize the guidelines for industrial information
disclosure and the guidelines for formats of interim
announcements, highlighting the effectiveness of
information disclosure and reducing information
disclosure costs. Then it shall direct the listed
companies to actively release useful information for
investors' decision-making and reduce redundant
information. Moreover, the SSE shall support the
listed companies to fully communicate with investors,
especially small and medium investors, through
multiple channels to convey the company's intrinsic
value.

Do a good job in system building. The SSE shall
deeply promote the construction of the Science and
Technology Innovation Board and the reform of the
registration-based IPO system. In accordance with
the deployment of the Financial Stability and
Development Commission of the State Council and
the CSRC, the SSE shall promote the full
implementation of the registration-based IPO system
for stock issuance to ensure the quality of the listed
companies from the source. Furthermore, it shall

strictly supervise the delisting of the listed companies,

continue to reform the delisting system and optimize
the risk warning board. Moreover, the SSE shall
support the listed companies in making good use of
market tools such as mergers and acquisitions,
refinancing, corporate bonds, convertible bonds,
preferred stocks, REITs, and ETFs. Much important,
the SSE shall actively explore system innovation on
the Science and Technology Innovation Board to
provide impetus for technologically innovative
enterprises and form an experience that can be
promoted and reproduced.

Focus on the supervision work. The SSE shall
implement the requirement of “managing less and
managing fines to manage well”, carry out classified
supervision and formulate classified supervision
rules. The SSE shall focus on risky companies and
key matters, and strictly deal with major violations
such as financial fraud, fund occupation and illegal

guarantees. Moreover, it shall persist in classified
disposal, continue to promote the resolution of listed
company pledge risks, and maintain the bottom line
of systemic risks. Then it shall deepen the scientific
and technological supervision to provide strong
support for risk identification and routine supervision.

® Deepen the services for the listed companies. The
SSE will work with all parties to actively cultivate and
support qualified companies to list on the Science
and Technology Innovation Board and the Main
Board. Furthermore, it will continue to carry out
special actions to improve the qualities of companies
in key areas, and actively assist the reform of state-
owned enterprises and the relief of private
enterprises. And then the SSE will highlight the
concerted efforts of various parties and the
construction of ecological environment, actively
strengthen the information sharing with local Party
committees and governments and strengthen the
communication and collaboration with the relevant
competent departments. More importantly, the SSE
will vigorously promote the performance presentation
meetings, regularly hold symposiums for the listed
companies in the same industry, direct the exertion
of the functions of market agencies, optimize the
market ecology and converge the concerted efforts
of all parties.

Next, the SSE will continue to implement the policy of
"system building, non-intervention and zero tolerance",
pay close attention to the implementation of the Plan in
accordance with the deployment of the CSRC, and
vigorously promote the high-quality development of the
companies in the SSE so as to provide strong support
for the sustainable and healthy development of the
capital market and the national economy.
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Information in this update is for general reference only
and should not be relied on as legal advice.

KERABRESFER TR ZERL .

36



