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The European Union’s New Rules for a Single

competent authority shall assess the compliance of
European Crowdfunding Framework P y P

ECSPs with the obligations set out in the Regulation with
the frequency and depth of the assessment determined
by the competent authority itself. ESMA will facilitate and
coordinate the cooperation between member states.

Introduction

On October 5, 2020, the European Parliament of the
European Union (EU) approved the regulation on
European crowdfunding service providers (ECSPs) for
business (Regulation) and the directive amending
Directive 2014/65/EU on markets in financial
instruments (Directive). The Regulation, European
Regulation (EU) 2020/1503 of 7 October 2020, and the
Directive, Directive (EU) 2020/1504, were published in
the Official Journal of the EU on October 20, 2020. The
Regulation provides a single legal framework for
crowdfunding platforms / crowdfunding service
providers the accompanying Directive broadening the
access to finance for small companies.

Organizational and Operational Requirements of
ECSPs

The Regulation sets out the organizational and
operational requirements of ECSPs, including, among
others,
e ECSPs shall act honestly, fairly and
professionally in accordance with the best
interests of their clients;

e ECSPs shall not pay or accept any
remuneration, discount or non-monetary benefit
for routing investors’ orders to a particular

Authorization, Register of ECSPs and Supervision crowdfunding offer:

The Regulation applies to all ECSPs up to offers of
EURS5,000,000 calculated over a period of 12 months
per project owner. A legal person who intends to provide
crowdfunding services need to apply to the competent
authority of the member state where it is established for
authorization. The national competent authority shall
within three months from the receipt of the application
assess whether the applicant complies with the
requirements set out in the Regulation, taking into
account the nature, scale and complexity of the services
intended to provide.

o Effective and prudent management: The
management body of an ECSP shall:

0 establish and oversee the
implementation of, adequate policies
and procedures to ensure effective and
prudent management (including the
segregation of duties, business
continuity and prevention of conflicts of
interest) and the implementation of
appropriate systems and controls to
assess to risks related to the loans
intermediated on the crowdfunding
platform;

o review the crowdfunding services
provided at least once every two years;

0 undertake a reasonable assessment of
credit risk where the ECSP determines
the price of a crowdfunding offer and
establish, implement, publish and
maintain clear and effective policies and
procedures for such assessments;

0 conduct a valuation of each loan;

The European Securities and Markets Authority (ESMA)
shall establish and maintain a register of all ECSPs
which is publicly available on its website and updated on
a regular basis. If an ECSP intends to provide cross-
border service, the member state granting the
authorization shall within 10 working days provide
relevant information to the ESMA.

ECSPs are supervised by the competent authority of the
member states granted authorization. The relevant
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0 establish and use a risk-management
framework for the compliance with the
Regulation;

O maintain a record of credit risk
assessment and price of the
crowdfunding offer;

Due diligence: ECSPs shall undertake at least a
minimum level of due diligence in respect of
project owners to obtain following evidence that:
0 The project owner has no criminal
record in respect of infringement of
national rules in fields of commercial
law, insolvency law, financial services
law, anti-money laundering laws, fraud
law or professional liability law;
0 The project owner is not established in
a non-cooperative jurisdiction as
recognised by the relevant EU policy;

Individual _portfolio _management of loans:
ECSPs shall offer individual portfolio
management of loans;

Complaints handling: ECSPs shall:

o0 have in place effective and transparent
procedures for prompt, fair and
consistent handling of complaints
received from clients and shall publish
descriptions of those procedures;

0 investigate all complaints in a timely
and fair manner, and communicate the
outcome within a reasonable period of
time to the complainant;

Conflicts of interest: ECSPs shall:

0 Not participate in any crowdfunding
offer on their crowdfunding platforms;

o0 Not accept as project owners in relation
to the crowdfunding services offered on
their platform any of the following:

= their shareholders holding 20%
or more of share capital or
voting rights;

= their managers or employees;

= any natural or legal person
linked to those shareholders,
manager or employees by
control;

0 maintain and operate effective internal
rules to prevent conflicts of interest;

Prudential requirements: Prudential safeguards
shall be in place with

0 an amount equal to at least the higher
of the following:
» EUR25,000;
= one quarter of the fixed
overheads of the preceding
year, reviewed annually, which
are to include the cost of
servicing loans for three
months where an ECSP also
facilitates the granting of loans;
o taking the forms of either:
= ECSP’s own fund;
= An insurance policy covering
the territories where
crowdfunding offers are
actively marketed; or
»= A combination of the two of the
above.

Investor Protection

The Regulation also imposes requirements and
obligations on ECSPs and member states to safeguard
the interest of investors:

Information to client: The Regulation stipulates
that all information, including market
communications, from ECSPs to their clients
relating to  crowdfunding services or
investments shall be fair, clear and not
misleading;

Default rate disclosure: The Regulation requires
that ECSPs which provide crowdfunding
services consisting of the facilitation of granting
of loans shall:

0 disclose annually the default rates of
the crowdfunding projects offered on
their crowdfunding platform over at
least the preceding 36 months;

0 publish an outcome statement within 4
months of the end of each financial year
indicating:

= the expected and actual default
rate of all loans the ECSP has
facilitated,;

= a summary of assumptions
used in determining expected
default rates;

= the actual return achieved
where the ECSP offered a
target rate in relation to
individual portfolio
management of loans;
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e Key investment information sheet: The
Regulation requires ECSPs to provide a
standardized key investment information sheet
drawn up by the project owner for each
crowdfunding offer and a key investment
information sheet at platform level where the
ECSPs provide individual portfolio management
of loans. The Regulation also requires member
states to ensure the responsibility and the civil
liability of the project owner or its administrative,
management or supervisory bodies or, in case
of individual portfolio management of loans, the

ECSPs for the key investment information sheet.

The Regulation distinguishes sophisticated investors
and non-sophisticated investors and affords additional
protection to non-sophisticated investors, including:

e Entry knowledge test: Requiring ECSPs to
assess whether and which crowdfunding
services offered are appropriate for the non-
sophisticated investors, taking into account the
experience, past investments, financial situation
and understanding of the risks of the non-
sophisticated investors;

e Simulation of ability to bear loss: Requiring
ECSPs to simulate the ability of non-
sophisticated investors to bear loss, calculated
as 10% of their net worth;

e Requiring ECSPs to, if the prospective
investment exceeds the higher of either
EUR1,000 or 5% of the net worth of a non-
sophisticated investors, ensure that the non-
sophisticated investor

0 Receives a risk warning;

0 Provides explicit consent to the ECSPs;

o Proves to the ECSPs that he/she
understands the investment and its
risks;

e Pre-contractual reflection period: Requiring
ECSPs to provide a pre-contractual reflection
period of 4 calendar days allowing non-
sophisticated investors to revoke their offer to
invest or expression of interest without giving a
reason and without incurring a penalty.

Effective Date and Transitional Period

The Regulation will become applicable on November 10,
2021. There is a transitional period of 12 months, i.e.
until November 10, 2022, for existing platforms to obtain
the authorisation of ECSP. The transitional period can

be extended by the European Commission for a further
12 months.

Remarks

The Regulation addresses the legal uncertainty and
discouragement of investment in projects in different
countries and the provision of cross-border services by
ECSPs stemming from the lack of uniform crowdfunding
rules across the EU. It is expected that the Regulation
would facilitate pan-European crowdfunding for
companies, especially European start-ups and small
and medium-sized enterprises, while ensuring sufficient
protection of the interest of the investors.
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Source Xj&:
https://www.europarl.europa.eu/news/en/headlines/economy/
20201001ST0O88312/new-rules-to-facilitate-eu-crowdfunding
https://www.europarl.europa.eu/news/en/press-
room/20201002IPR88439/final-vote-on-eu-rules-for-
crowdfunding-platforms
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Centron
Telecom International Holding Limited (In
Provisional Liquidation) (Stock Code: 1155)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on November 26, 2020 that the
listing of the shares of Centron Telecom International
Holding Limited (Centron) will be cancelled with effect
from 9:00 am on December 1, 2020 in accordance with
the delisting procedures under Practice Note 17 to the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (Listing Rules).

Trading of Centron’s shares was suspended on April 3,
2018 due to failure to publish its results announcements
for the year ended December 31, 2017 and subsequent
financial periods.

Subsequently, winding-up proceedings were
commenced against Centron due to its inability to pay
debts. As a result, in June 2018, joint and several
liquidators were appointed to Centron. The winding-up
proceedings are on-going.

On June 6, 2018, the Listing Division placed Centron
into the first delisting stage under Practice Note 17 to the
Listing Rules given its failure to have sufficient
operations or assets as required under Rule 13.24.
Without any resumption proposal, Centron was placed
into the second and third delisting stages on December
6, 2018 and June 26, 2019, respectively.

Before expiry of the third delisting stage on December
27, 2019, Centron submitted a resumption proposal to
the Exchange. On February 21, 2020, the Listing
Committee considered the resumption proposal not
viable and therefore decided to cancel Centron’s listing
under Practice Note 17 to the Listing Rules.
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On February 28, 2020, Centron sought a review by the
Listing (Review) Committee on the delisting decision.
On July 8, 2020, the Listing (Review) Committee upheld
the Listing Committee’s decision to cancel the listing of
Centron’s shares on the Exchange.

On July 15, 2020, Centron sought a review by the Listing
Appeals Committee on the delisting decision. On
November 24, 2020, Centron withdrew the review
application. Accordingly, the Exchange will cancel
Centron’s listing with effect from 9:00 am on December
1, 2020.

The Exchange has notified Centron of its obligations
under paragraph 3.1 of PN17 to issue an announcement
informing the public of the cancellation of Centron’s
listing.

The Exchange advises shareholders of Centron who
have any queries about the implications of the delisting
to obtain appropriate professional advice.
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Source EjE:
https://www.hkex.com.hk/News/Regulatory-
Announcements/2020/201126news?sc_lang=en

The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Chong
Sing Holdings Fintech Group Limited (In Official
Liguidation) (Stock Code: 8207)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on November 25, 2020 that with
effect from 9:00 am on November 30, 2020, the listing of
the shares of Chong Sing Holdings Fintech Group
Limited (In Official Liquidation) (Chong Sing Holdings)
will be cancelled under Rule 9.14A of the Rules
Governing the Listing of Securities on GEM of The Stock
Exchange of Hong Kong Limited (the GEM Rule).

Trading in Chong Sing Holdings’ securities has been
suspended since July 8, 2019. Under GEM Rule 9.14A,
the Exchange may delist Chong Sing Holdings if trading
does not resume by July 7, 2020.

Chong Sing Holdings failed to fulfil all the resumption
guidance set by the Exchange and resume trading in its
securities by July 7, 2020. On November 13, 2020, the
GEM Listing Committee decided to cancel the listing of
Chong Sing Holdings’ shares on the Exchange under
GEM Rule 9.14A.

The Exchange has requested Chong Sing Holdings to
publish an announcement on the cancellation of its
listing.

The Exchange advises shareholders of Chong Sing
Holdings who have any queries about the implications of
the delisting to obtain appropriate professional advice.
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of DBA
Telecommunication (Asia) Holdings Limited (Stock
Code: 3335)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on November 25, 2020 that with
effect from 9:00 am on November 30, 2020, the listing of
the shares of DBA Telecommunication (Asia) Holdings
Limited (DBA) will be cancelled under Rule 6.04 of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (Listing Rules).

Trading of DBA's shares was suspended on June 6,
2013 pending release of a clarification announcement
on certain press releases. Subsequently, DBA failed to
publish audited annual results for the year ended
December 31, 2012 and did not have sufficient level of
operation and assets under Rule 13.24. The Exchange
placed DBA into the first, second and third delisting
stage under Practice Note 17 to the Listing Rules on
January 15, 2015, July 28, 2015 and March 9, 2016,
respectively.

Before expiry of the third delisting stage on September
8, 2016, DBA submitted a resumption proposal to the
Exchange which involved, among others, an acquisition
of a target which constituted a reverse takeover under
the then Rule 14.06(6)(a). On November 13, 2020, the
Listing Committee considered that DBA has not taken

adequate action to submit the new listing application for
the target, fulfil all the resumption conditions and resume
trading as required under Rule 6.04. Hence, we consider
it appropriate for the Exchange, as it is entitled, to cancel
DBA's listing under Rule 6.04.

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

The Exchange advises shareholders of DBA 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
Releases Cash Market Transaction Survey 2019
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On November 25, 2020, Hong Kong Exchanges and
Clearing Limited (HKEX) presented the results of its
Cash Market Transaction Survey 2019, which examines
the trading composition of participants (Exchange
Participants) of The Stock Exchange of Hong Kong
Limited (the Exchange) on Hong Kong's securities
market.

The survey found that the contribution of local Hong
Kong retail investors to the cash market trading value,
increased to 13.6 per cent in 2019, from 10.3 per cent in
2018. The contribution of overseas institutional and retail
investors also rose, to 36.6 per cent and 6.7 per cent
respectively for 2019, from 35.1 per cent, and 6.0 per
cent respectively in 2018.

The survey also found that investors from over 50
jurisdictions participated in Hong Kong’'s securities
market during 2019, with those from Asia continuing to
be the largest regional group among overseas investors.
Conducted by HKEX, the survey series seeks to
understand the relative contribution of trading value in
the Hong Kong listed securities market (covering the
Main Board and GEM), by investor type. The market
share of online trading is also assessed. The 2019
survey covered trading during the period between
January and December 2019.

The 2019 survey’s respondents were Exchange
Participants that had traded on the HKEX securities
market during 2019. The previous survey was
conducted in 2019 for trading in the year 2018.

Key findings:

e Overseas investors’ contribution to the total market
turnover value was 43 per cent, up from 41 per cent
in 2018.

e Local (Hong Kong) investors’ contribution to total
market turnover value was at 30.4 per cent
(comparable to the 30 per cent in 2018), with the
share of local retail investors rising to 13.6 per cent
from 10.3 per cent in 2018.

e Overseas investor trading came mainly from
institutions — 37 per cent of the total market turnover
value (up from 35 per cent in 2018), compared with
7 per cent from overseas retail investors (6 per cent
in 2018).

e Overseas investor trading came from over 50
jurisdictions.

e Asian-based investors continued to be the largest
contributor group from overseas, contributing 42 per
cent of overseas investor trading (42 per cent in
2018) and 18 per cent of total market turnover value
(17 per cent in 2018).

e Retail online trading accounted for 57 per cent of
total retail investor trading, down from 61 per cent in

2018, and 11 per cent of the total market turnover
value.

Please refer to the survey results report on the HKEX
website for further information in relation to the survey:
https://www.hkex.com.hk/-/media/HKEX-
Market/News/Research-Reports/HKEX-Surveys/Cash-
Market-Transaction-Survey-

2019/CMTS2019 e.pdf?la=en
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Hong Kong Exchanges and Clearing Limited to
Introduce Synapse, a Settlement Acceleration
Platform for Stock Connect

On November 24, 2020, Hong Kong Exchanges and
Clearing Limited (HKEX) introduced HKEX Synapse, a
new settlement acceleration platform for its landmark
Stock Connect program.

Using DAML smart contracts, HKEX Synapse will
standardize and streamline the post-trade workflows of
Northbound Stock Connect, maximizing efficiencies for
market participants in a transparent, secure and reliable
manner. Asset managers, brokers, global custodians,
local custodians, and clearing participants will all benefit
from the improved connectivity and enhanced capacity
to handle the growing volume of trades flowing through
Stock Connect.

HKEX is partnering with The Depository Trust & Clearing
Corporation (DTCC) to link HKEX Synapse to DTCC'’s
Institutional Trade Processing (ITP) services. With this
integration, global investors and HKEX patrticipants will
be able to take advantage of the benefits of central
matching of cross-border transactions on the Synapse
platform, automating the trade confirmation and
settlement notification process. Digital Asset has been
selected as the vendor to develop HKEX Synapse.

HKEX Synapse will help institutional investors
participating in Northbound Stock Connect to better
manage their post-trade operations across different time
zones, in particular with regard to adhering to the
Mainland securities market’s T+0 settlement cycle.

“HKEX is raising the bar for securities markets
worldwide,” said Yuval Rooz, CEO & Co-founder, Digital
Asset. “HKEX Synapse solves a major business
problem for capital markets that legacy message-based
approaches have not been able to address. Synapse

uses DAML smart contracts to automate, update and
synchronise information across the market in real time -
ensuring errors can be caught, exceptions can be
handled and that HKEX Northbound Stock Connect can
continue to grow at the pace the market demands.”

DAML is a type of programming language used to build
smart contracts. A smart contract is a computer program
or a transaction protocol which is intended to
automatically execute, control or document relevant
events and actions.

Since its launch, institutional investors’ interest and
participation in Northbound Stock Connect has grown
significantly, especially following the inclusion of China’s
A-shares in major global indices. Stock Connect’s
Northbound average daily turnover in the first three
quarters this year has more than doubled from the same
period of 2019, to a record RMB90 billion.

Mainland China’s tight settlement cycle has created the
need for a more efficient settlement infrastructure, and
HKEX Synapse will address this, helping investors to
manage their portfolios and their risks.

By deploying DAML smart contracts, HKEX Synapse will
be able to simultaneously create settlement instructions
and provide status updates to all parties along the
settlement chain, facilitating concurrent processing and
greatly improving transparency for market participants.
HKEX Synapse is an optional platform, and is expected
to begin testing in 2021 with a group of pilot users, ahead
of production deployment targeted for Q1 2022.

Upon launch, HKEX Synapse will extend Northbound
Stock Connect’s global reach via DTCC's ITP services,
currently used by more than 6,000 clients across 52
markets globally, further realizing the potential of Stock
Connect for China’s A-share market.

BEX S REHFRBRA S HKEX SYNAPSE &1l
BOPRBBEERE

F2020F 11 B 24 B, EBXGREEMERAE (B
BXG) ERAELPRBRLGEEMEFES HKEX
Synapse (Synapse) , #H—FREFRBBXHPHEEN
Synapse #FFH DAML FeEEAEL R BRILERZH
MZZEIERRE, DUER. ReMTENARES
PS5 E5FNEENRMEEE . Synapse SERIME
FEEN. I5HL4L. eREAITENHMNEES
5%, BB AREKA P REBLIETX
LR T 15,
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Source EJE:
https://www.hkex.com.hk/News/News-
Release/2020/201124news?sc_lang=en

Hong Kong Exchanges and Clearing Limited Seeks
Views on New Proposal to Modernize Hong Kong
IPO Settlement Process

On November 16, 2020, Hong Kong Exchanges and
Clearing Limited (HKEX) published a Concept Paper
seeking market feedback on its proposal to
comprehensively modernize and digitalize Hong Kong's
Initial Public Offering (IPO) settlement process. Please
refer to this website for details of the Concept Paper:
https://www.hkex.com.hk/-/media/HKEX-
Market/Services/Next-Generation-Post-Trade-
Programme/Fini/FINI_Concept-Paper EN.pdf?la=en.

Under the proposal, HKEX will introduce a new web-
based service called FINI (Fast Interface for New
Issuance) that enables IPO market participants,
advisers and regulators to interact digitally and
seamlessly on the many steps that comprise the end-to-
end IPO settlement process.

By modernising both the logic and the infrastructure of
the Hong Kong IPO settlement, HKEX expects that the
introduction of FINI will shorten the time gap between
IPO pricing and trading from its current average of more
than five business days to as little as one business day:
reducing the settlement timeframe by as much as 80 per
cent. This will give investors quicker access to new
listings, reduce market risk and improve efficiency for all
parties involved.

Specifically, FINI will provide a single user-friendly
platform that brokers, share registrars, IPO sponsors,
lawyers, underwriters and distributors can use to share
information and coordinate workflows during the offering
initiation, subscription, pricing, allotment, payment,
regulatory approval and stock admission processes — all
steps that precede a newly listed company “striking the
gong” to mark its trading debut.

In addition, HKEX’s Listing Division, wholly-owned
subsidiary Hong Kong Securities Clearing Company
(HKSCC), and the Securities and Futures Commission
will use FINI to oversee the settlement process for each
IPO as it happens, providing certain acknowledgements
and approvals that may be required during the process
directly via the new platform.

HKEX identified the shortening of Hong Kong's IPO
settlement process as a key initiative in its Strategic Plan
2019-21, as part of a broader range of market
microstructure improvements. While Hong Kong's
primary market has evolved significantly in recent years,
the logistics of how new shares start trading have not
fundamentally changed in more than two decades.

“Technology Empowered’ is one of the key pillars of our
strategy. Through FINI, we will deliver benefits to our
market in three key ways: providing a globally
competitive service for issuers seeking to list their
shares, bringing our primary market firmly into the digital
era and giving us an enhanced digital foundation on
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which to enable a whole suite of better services for
investors,” said HKEX Chief Executive Charles Li.

FINI has been designed to reflect Hong Kong’s unique
listing regime and market structure, which will not be
materially affected by the proposed reform. FINI will be
managed by HKSCC alongside the existing Central
Clearing and Settlement System (CCASS), which
remains the central securities depository for the Hong
Kong market.

“We believe that the FINI proposal put forward in the
Concept Paper strikes the optimum balance between
modernisation and continuity. We have sought to
preserve the key strengths that have made our IPO
market so successful, but also to embrace new thinking
and technology to meet the ever-increasing
expectations of global investors and issuers. We
welcome your comments in helping shape the future
with us,” said Li.

If the proposed concept is supported by the market,
HKEX will build FINI as the settlement mechanism for
every Hong Kong IPO, fully replacing the existing “T+5”
process. An on-boarding program will be organized in
due course, allowing market participants to prepare for
a one-time transition to become FINI-ready.

The launch date of FINI will be subject to market support
and readiness, and is envisaged to take place no earlier
than the second quarter of 2022.

The deadline for responding to the Concept Paper via
the feedback form available at this link is 6:00 PM on
Friday, January 15, 2021:
https://www.hkex.com.hk/Services/Next-Generation-
Post-Trade-Programme/Project-Fini?sc_lang=en

The key features of FINI are as follows:

Moving the market forward

End-to-end IPO | FINI  will  provide  market
settlement, in | participants and regulatory
one place authorities with a consistent real-
time ‘golden source’ view of every
active Hong Kong IPO in one
convenient place, as each deal
progresses from launch to
completion.

Dozens of separate tasks that are
currently performed manually will
be replaced by convenient and
streamlined digital workflows on
FINI. This will enable automation,
operational precision and more
robust risk controls throughout
every IPQO’s settlement journey.

Improved
workflows and
interactions

staying
inclusive

paper-based documents,
communications and payments
will be replaced by more modern
digital interactions. An open
architecture will provide
integration options and innovative
service opportunities for market
practitioners,  while  allowing
intermediaries to continue
catering to those investors who
prefer an offline interaction.

Liquidity relief

FINI includes important
alterations to the pre-funding
mechanism for the Hong Kong
public offer, whereby funds
supporting IPO subscriptions will
be validated at each broker’s
designated bank, with only the
actual share allotment value of
each broker collected by the
issuer after balloting. This intends
to alleviate the distortive impact
that over-subscribed IPOs are
known to have on Hong Kong
dollar capital flows and interbank
money markets.

Preserving the st

rengths

Unchanged
roles and
responsibilities,
with continuity
for market
participants

End-investors and issuers will not
need to use FINI directly. Instead,
the platform is intended to be
used by professional market
intermediaries (brokers, share
registrars, IPO sponsors,
lawyers, underwriters and
distributors) whose roles,
responsibilities and relationships
will not fundamentally change
with the introduction of FINI. It
should be noted that certain key
processes such as roadshows,
book building, IPO pricing and
balloting will remain conducted
“off platform” in HKEX's proposal,
with FINI serving only to capture
their outcomes for downstream
processing.

Going The IPO settlement process will

paperless but | go fully digital, meaning that

No changes to
the legal
framework and
listing regime

FINI is designed to be compatible
with  the legal framework
governing Hong Kong’s securities
market, and no material changes
are contemplated to Hong Kong's
listing regime or to existing
regulations governing the IPO
subscription,  allotment  and
approval process. While some
changes to the Listing Rules are

expected, the FINI proposal is
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otherwise independent of any
other regulatory reforms to the
Hong Kong listing regime.
Integrated with | FINI will serve as the entry point
securities for newly issued shares to enter
market into CCASS, while maintaining
infrastructure the continuity of the latter's
Central Securities Depository
function, as well as the rights and
obligations of its participants.
HKSCC Participants will be able
to use their HKEX Client Connect
credentials to access and use
FINI via the internet.
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Hong Kong Securities and Futures Commission
Bans Pang Hon Pan for 21 Months

On November 25, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that it has
banned Mr Pang Hon Pan (Pang), a former private
banking relationship manager of Standard Chartered
Bank (Hong Kong) Limited (SCBHK) and a former senior
relationship manager of Bank of Singapore Limited
(BOS), for 21 months from November 25, 2020 to
August 24, 2022.

Pang was a relevant individual engaged by: (i) SCBHK
to carry on Type 1 (dealing in securities) and Type 4
(advising on securities) regulated activities under the
Securities and Futures Ordinance (SFO) between April
17, 2010 and March 31, 2017; and (ii) BOS to carry on
Type 1 regulated activity under the SFO between April
18, 2017 and March 16, 2020. Pang is currently not
registered with the Hong Kong Monetary Authority
(HKMA) or licensed by the SFC.

The SFC’s disciplinary action follows a referral by the
HKMA. The HKMA found in its investigation stemming
from a self-reporting by SCBHK that Pang breached
SCBHK's internal policies from April 17, 2010 to March
31, 2017 by:

o failing to disclose to his then employer SCBHK
the existence of his personal securities
accounts maintained with three external
financial institutions;

e conducting a total of 48 securities transactions
through these accounts without seeking pre-
clearance from SCBHK, or reporting them to
SCBHK post-execution; and

o falsely declaring to SCBHK on seven occasions
that he had no existing securities account.

The HKMA issued a decision in November 2019 to
impose a 15-month suspension against Pang for the
above misconduct. Pang in turn applied to the
Securities and Futures Appeals Tribunal (SFAT) for a
review of the HKMA'’s decision in December 2019 (see
SFAT Application No. 4/2019).

On February 12, 2020, Pang asked the SFAT to
postpone a hearing scheduled for February 17, 2020
because he was in the midst of a 14-day home
quarantine following a business trip to Mainland China
on February 7, 2020. The SFAT agreed to Pang’s
request for postponement and adjourned the hearing.
Upon the HKMA's verification with Pang’s then employer
BOS, it turned out that Pang went to Mainland China on
February 7, 2020 on a personal trip instead of a
business trip as he had told the SFAT, and he did not
undergo self-quarantine at home afterwards.

Pang subsequently withdrew the review application, and
the SFAT granted leave for Pang to discontinue the
review proceedings, while commenting that his review
application was wholly without merit, on May 14, 2020.
Please refer to
https://www.sfat.gov.hk/english/determination/AN-4-
2019-Determination.pdf for the details of the SFAT's
determination.
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Pang ceased to be registered as a relevant individual
with the HKMA from March 17, 2020 following his
dismissal by BOS. As the statutory power to discipline
a former relevant individual rests with the SFC, the
HKMA referred the case to the SFC to consider
appropriate disciplinary action against Pang. BOS
summarily dismissed Pang on March 16, 2020. As Pang
was no longer registered as a relevant individual with the
HKMA as of March 17, 2020, the HKMA’s power to
discipline Pang under section 58A of the Banking
Ordinance lapsed before the HKMA’s decision against
him could come into effect.

The SFC considers Pang's conduct regarding his
personal securities accounts and wilful
misrepresentation to the SFAT dishonest and call into
question his character, reliability and his ability to carry
on regulated activities competently and honestly.

In deciding the sanction, the SFC took into account all
relevant circumstances, including the duration of Pang's
conduct and his otherwise clean disciplinary record.

Pang, who had applied to the SFAT for a review of the
SFC’s decision, was granted leave to withdraw his
application on November 25, 2020 by the SFAT and
ordered to pay the SFC's legal costs. Please see SFAT
Application No. 6/2020 published on the SFAT's
website.

BRIISFRHRESKRBRZRAITUDNWERLSF 21
=

F2020F 11 B 25 H, BB ISR ESFERZRS

(EES) AREZILEITRT (5%) ARAE (&
TRTT) AIRARGELARXRLERIMERITERA
) (FINEERTT) FERABRPXRELEBZXWEE (¥)
EERWFR21MNE, H2020F 11 825 HE 20228 B
24 HIEBRE .

F 20104 4 B 17 HE 2017 £ 3 B 31 A#FjE X 2017
48 18HZE 2020 £ 3 A 16 HERE, 232 ZET>)
BITRITUAETT GESRIAGREF)) TH 1 X (EEX
%) R%E 4 X (BIEHREREN) SAEES, R
IR ITRUATTIZEBITE 1 £XZIMEESINEXAL.
DU EERITEAESHEER (£BRH) HLFM,
TEESSHREA

EESHESERENNREXRLET. ¢EREE
FTEITRTNESNZIRMITHEES LI, T 2010
F4B17TBE2017E 3 B 31 BEEMNIUTIT N, BX
T EFTRITRNEBUR

s RAMHINMETEITRTEKEMER=
RERYEIFAE BN,

o BEELRIKFHTEIH 48 RIS, FEX
HEBITRTIRIMETER, HENTREEE
TRTCRZER S &

o LEEBEITRTELERER, RrfiEpx
BHEEIESMKS,

£EBT 2019 F£ 11 AARAER T LERAYTTH, EHF
IEZAGEM 158 . BT 2019 4 12 B EiE5 A
BRELSLIRFERLE (LFERLL) REBEZSERMNR
E, LIFFERFLERIERSH 2019 F£5% 4 5,

2020 £ 2 B 12 H, ZEXLIFERAERETREET
2020 £ 2 B 17 HWBA W, JRREEMAE 2020F 2 A 7 H
AEFERMATE, EAEEX 14 RORELE. LiF
HRAREZHERER, FHERNEE.

E2ERSTUNNETFIMERTEIE, RUZT
2020 2 B 7 BRARASZSSZEFHFERNM, miEftm
FIREHAAFREENAT, HEMREEAHTTREESR
iz,

YIERBEIEZEE mMEFEHLT 2020 £5 B 14
HAFZHIEBZNARAIE, HFEOHNBEZREZTESHRE
BE, BSHLFERLRTEMBENRE:
https://www.sfat.gov.hk/chinese/determination/AN-4-

2019-Determination_c.pdf,

UEFINERITERES, F 2020 £ 3 B 17 HEEAH
EREERIMIBERAL. ATHHEXRALRRE
BIOMEERNREESE, HEERBARER
ERS, MUEBNHRIELNLETH. &T 2020 F
3 B 16 B#EHFINERITAN B, MTZAE 202053 A
17 HEABEREEREIMNBERAL, HEERRE
(RITA&BI) 5 58A ZFNHXMLRETHHHNA, £
HEX AR E ENHTE L KRR,

EERINAZRKSERNESKANTARERR LK
HRAER R, TIRAWMSENTAH, SHBHE.
UEEERAZEEEENRR RSt T2 NER
R EF%E

EREBXRENE, ESSEXZBIFFEHEXERL €
BT AMRFENRE, Rt FHcELEZasn
ERERR

TERIILKRSHNAER LIFEROREBZERIE. BiF
BHRACEET 2020 £ 11 B 25 B EZHE H B H

14


https://www.sfat.gov.hk/chinese/determination/AN-4-2019-Determination_c.pdf
https://www.sfat.gov.hk/chinese/determination/AN-4-2019-Determination_c.pdf

J M L

B FEHSORRBRARIEES. BEZRAAT LFH
FALMIER LIRHEELHIE (S5 2020F%65) .

Source EJE:

https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=20PR115#

Hong Kong Securities and Futures Commission
Bans Chan Shun King for 24 Months

On November 25, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that it has as
banned Ms Chan Shun King (Chan), a former account
executive of Sun Hung Kai Investment Services Limited
(SHKIS), from re-entering the industry for 24 months
from 25 November 2020 to 24 November 2022 for
breaches of the provisions of the SFC’s the Code of
Conduct for Persons Licensed by or Registered with the
SFC (Code of Conduct) listed below:

e General Principle 2 of the Code of Conduct provides
that a licensed person should act with due skill, care
and diligence, in the best interests of its clients and
the integrity of the market in conducting its business
activities. Paragraph 7.1(a) of the Code of Conduct
requires a licensed person to obtain a written
authorization before it can operate a discretionary
account for a client.

e Paragraph 7.1(c) of the Code of Conduct requires a
licensed person to designate such account as a
discretionary account. Paragraph 7.1(d) of the
Code of Conduct requires senior management to
approve the opening of a discretionary account.

Chan was licensed under the Securities and Futures
Ordinance to carry on Type 1 (dealing in securities),
Type 2 (dealing in futures contracts), Type 3 (leveraged
foreign exchange trading) and Type 9 (asset
management) regulated activities and accredited to
SHKIS, Sun Hung Kai Commodities Limited, Sun Hung
Kai Forex Limited and SHK Fund Management Limited
on various dates between November 22, 2007 and April
21, 2016. Chan is currently not licensed by the SFC.

The disciplinary action follows an SFC investigation
which found that between October 2008 and August
2015, Chan effected transactions in two clients’
accounts on a discretionary basis without obtaining the
clients’ prior written authorizations as well as the
approval of SHKIS’s senior management. In doing so,
Chan not only breached the regulatory requirements on
the authorization and operation of discretionary
accounts under the Code of Conduct, but also SHKIS’s
policies and procedures for discretionary accounts.

The SFC considers that Chan had failed to act with due
skill, care and diligence and in the best interests of the
clients. Chan’s conduct was prejudicial to the clients’
interests as it prevented SHKIS from monitoring and
supervising the operation of the accounts and the clients
were deprived of protection against the risk of
unauthorized trades carried out in their accounts.

In deciding the sanction, the SFC took into account all
relevant circumstances, including the duration of Chan’s
misconduct and her otherwise clean disciplinary record.

BERIISRPGRESERERASTEILRRRERLST 24
AR

F2020F 11 B 25 H, EBUSERPRESLEREZRS
(EEE) AHHEHBFIBERERSERAT (FisE
BE) iR EERREEzE (FR) ERIEESH GE
SERARELZBEZASFEAS M AZRF AN
( CER=PENY ), ZEbwERWSE, B 2418, &A
2020 £ 11 B 25 A#E 2022 /£ 11 B 24 AIFHRE.
MR RIE IS IE X (BFEN) @

o (EPEN) F2T—RENAE, FHEAEZES
WER, HMESHRKE. JOHEMEBRIFTN
SEAE, UgEPEFNRENZERHBRTHERE
R, (RPAENY 5 71@BRME, FHEANRKS
EFROPEEN, TUAERERIERRS.

o (ETEN) 8 710BMNE, FHEANIEFHIZEK
FAZRRKFA . (BFEN) B 710BRAZE, &
WP BT HERER RS .

PRERE QESFRIARES) REAMHATE 1 X (EH
%) . B2% (BREAXH) . % 3 KX (FI4FR%
LXZ) RE 9 £ (REASEE) IMEFE, FT
2007 ££ 11 B 22 BHE 2016 £ 4 B 21 BEAaARE R
B, REHBELRE. IBEHREERAS. FBES
CTERASRFEREAEEBRAS . FRIAFIEIT

BRFREA.

EESZPEEXM ERE R, FERR, KT
2008 £ 10 B £ 2015 £ 8 A#fijs), XA FEERERH
ERNPERNEHBERASEEREFMABERT
MERFREZFELANKARETZ S . BHNHUES
Ry (RANY REXZRKFANENERENKLE
ME, URFBERAB XERANBEMNERF.

IERSIAAG, FBOZE B LHEE. JOEENEBR

ROSETSE, UEPEFANRENS. FNTASH
BERARENBRKANBREHRITEREEE, NURE

15



J M L

TEREREARHAZER A A HIRERNESEZHN
b, MEMBINFNERIRE.

IEERAERE LRLEDE, EXEBERBERAXERL €
%W%%é THRFSENE, MRS EHTERZL
BADHLR.

Source EJE:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=20PR113

Hong Kong Securities and Futures Commission and
Israel Securities Authority Sign Fintech Cooperation
Agreement

On November 17, 2020, Hong Kong Securities and
Futures Commission (SFC) has entered into a
cooperation agreement (the agreement) with the Israel
Securities Authority (ISA) to establish a framework for
cooperation on financial technology (Fintech), details of
the agreement can be found at: https://www.sfc.hk/-
/media/EN/files/ER/MOU/20201117-SFCISA-Fintech-

MoU-Final.pdf.

Under the agreement, the SFC and the ISA will
cooperate on information sharing, potential joint
innovation projects and referrals of innovative firms
seeking to enter one another’'s markets.

“This agreement underscores the SFC's continued
efforts to strengthen regulatory cooperation with
counterparts and to keep abreast of innovation in
financial services,” said Mr Ashley Alder, the SFC's
Chief Executive Officer. “We look forward to working
closely with the ISA to provide innovative firms seeking
to develop and grow their business with internationally
enhanced channels for commdunication with
regulators.”

Ms Anat Guetta, Chairwoman of the ISA, announced
that, “Israel, as a start-up nation, therefore naturally
aspires to allow the companies that are founded and
grow here the regulatory infrastructure and environment
that supports the development of Fintech innovation.
We have set innovation as our strategic goal. The
agreement with the SFC is an additional milestone of our
fruitful cooperation, and is another step that will provide
the ISA and many Israeli companies with a broad
international perspective on the latest trends and
opportunities that will support Fintech growth in Israel
and worldwide.”

The SFC established its Fintech Contact Point in March
2016 to enhance communication with businesses
involved in the development and application of Fintech
in Hong Kong. The purpose of the Fintech Contact Point
is to facilitate the Fintech community’s understanding of

the current regulatory regime and to enable the SFC to
stay abreast of the development of Fintech in Hong
Kong. In July 2018, the ISA established a Fintech
Innovation Hub. This initiative is aimed at promoting
common discourse between the ISA and relevant
players in the field of Fintech. The ISA is set to promote
and enable technological and business innovation in the
area of financial services. The ISA aims at establishing
trust and providing certainty to the Fintech industry and
encourages market actors in the Fintech industry to
contact its staff with the purpose of becoming familiar
with the relevant regulatory framework and to examine
any required adjustments to their activity, through
guidance of the ISA’s staff.

The agreement follows the launch of the SFC’s Fintech
Contact Point in March 2016 and the ISA’s Fintech
Innovation Hub in July 2018.
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U.S. Commodity Futures Trading Commission
Unanimously Approves Final Rule for Granting
Exemptions from Derivatives Clearing Organization
Registration

On November 18, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) unanimously approved a
final rule establishing a framework for the CFTC to grant
an exemption from registration as a derivatives clearing
organization (DCO) to a clearing organization organized
outside of the U.S. for the purpose of clearing proprietary
swap transactions for U.S. persons.

Section 5b(h) of the Commodity Exchange Act permits
the CFTC to exempt a non-U.S. clearing organization
from registration for clearing swaps if the CFTC
determines that the clearing organization is subject to
comparable, comprehensive supervision and regulation
by its home country authorities. The rule codifies the
CFTC'’s existing policies and procedures for granting
such exemptions and establishes procedures the CFTC
can use to modify or terminate an exemption. As at
November 18, 2020, the CFTC has exempted four non-
U.S. clearing organizations from registration.
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U.S. Commodity Futures Trading Commission
Unanimously Approves Final Rule Amending Swap
Execution Facility Requirements

On November 18, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) unanimously approved a
final rule amending certain parts of its regulations
relating to the execution of “package transactions” on
swap execution facilities (SEFs) and the resolution of
error trades on SEFs. Both matters have been the
subject of relief in CFTC staff no-action letters.

The final rule amends part 37 of CFTC regulations to
allow the swap components of certain categories of
package transactions to be executed on-SEF but
through flexible means of execution rather than through
the required methods of execution for “required
transactions.” In addition, the final rule amends part 36
of CFTC regulations to include an exemption from the
trade execution requirement for swap transactions that
are executed as a component of a package transaction
that also includes a component that is a new issuance
bond. The final rule codifies the majority of relief
provided in CFTC No-Action Letter No. 20-31.

Further, the final rule enables SEFs to permit market
participants to execute swaps transactions to correct
operational or clerical errors using execution methods
other than those required by CFTC regulations for
required transactions. The final rule codifies the intent of
CFTC No-Action Letter Nos. 17-27 and 20-01 to allow
SEFs and market participants to correct operational or
clerical errors.
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U.S. Securities and Exchange Commission Adopts
Rules to Facilitate Electronic Submission of
Documents to the Agency

On November 17, 2020, the U.S. Securities and
Exchange Commission (SEC) voted to adopt rules and
rule amendments that will provide additional flexibility in
connection with documents filed with the SEC by
permitting the wuse of electronic signatures in
authentication documents, and facilitate electronic
service and filing in the SEC’'s administrative
proceedings. These new rules and amendments are part
of a series of initiatives designed to modernize and
strengthen the agency's operations.

In the first action, the SEC adopted rule amendments to
permit the use of electronic signhatures when executing
authentication documents in connection with many
documents filed with the SEC. Rule 302(b) of Regulation
S-T requires that each signatory to an electronic filing
manually sign a signature page or other document
(authentication document) before or at the time of the
electronic filing to authenticate the signature that
appears in typed form within the electronic filing. The
amendments permit a signatory to an electronic filing
who follows certain procedures to sign an authentication
document through an electronic signature that meets
certain requirements specified in the Electronic Data
Gathering, Analysis, and Retrieval (EDGAR) Filer
Manual. In addition, the SEC amended certain rules and
forms under the Securities Act of 1933, the Securities
Exchange Act of 1934, and the Investment Company Act
of 1940 to allow the use of electronic signatures in
authentication documents in connection with certain

other filings when these filings contain typed, rather than
manual, signatures. These amendments recognize the
widespread use of electronic signatures and
technological developments in the authentication and
security of electronic signatures, as well as the
continuing need to support remote workforces, and
follow a rulemaking petition joined by nearly 100 public
companies. The rule amendments will be effective upon
publication of the adopting release in the U.S. Federal
Register.

In the second action, the SEC adopted rule amendments
to require electronic filing and service of documents in
administrative proceedings. These rule amendments
also require redaction of sensitive personal information
from many of these documents before filing with the
SEC. These amendments will become effective 30 days
after publication of the adopting release in the U.S.
Federal Register. However, compliance will not be
required until April 12, 2021, and there will be an initial
90-day phase-in period following the compliance date.

%@ﬂ#ﬁ%émz
R XM

M IAEF AR FTR

2020 F 11 B 17 B, XBEIHEXHZERS (ZEIEXSR)
FRBEAUAMANEER, ZANFMUEERE R
ﬁfLﬁi#¢ﬁ%%% S ARRHBFRESIESRE
RS TEIRAFRHTIEY, NASEEIERSRER
XX RIEERNREN. XEHFNGMEIRESHE
FENARARAFIERE N — R T —EB5

EE—IEER, ZEIEIXSBITHUEBIER, AF
e EEIER SRR % X8 5% Y5 IE X4 5
%%K% (ST$W>memmSDmm)%?%?
y#m EREAERBF IR ZAHZHFHNES
FHM &ﬁ%iﬁ%ﬁi#)u%ﬁu%%ﬁﬁﬁﬂﬁ
%%X#$M§%o

XEBITATEREERFRIBFXENEEA, U
BEMFE (BFEIERSE. 27K E (Electronic Data
Gathering, Analysis, and Retrieval (EDGAR)) EBIREF )
EPE’]%EBEXE’]%? SEREBINEXH, LI, EE

ERSEBITTY 1933 FiEHEY « (1934 FIEHKHED
%D@MOE&ﬁ@E%»W%%%MWW%%,uﬁ#
ESREXHRI(MZEXHERITFEEMAREE
FR) BANRIEXHHERBFER, XEETTRBEXY
BFEENTZEA. BFEERIEMZESHNMEAREL
BREVAMERNFEZFLE TENT R, XEEITTRE

18



J M L

BIERKIE 100 RETASIMANRUEEIBERB. ZHM
MMEERBAXEKRIP AR LR HBRABUERTBRAFE
o

Source Ej&:
https://www.sec.gov/news/press-release/2020-286

U.S. Securities and Exchange Commission Adopts
Amendments to Modernize and Enhance
Management’'s Discussion and Analysis (MD&A)
and other Financial Disclosures

On November 19, 2020, the U.S. Securities and
Exchange Commission (SEC) voted to adopt
amendments that will modernize, simplify and enhance
certain financial disclosure requirements in Regulation
S-K. The amendments are intended to enhance the
focus of financial disclosures on material information for
the benefit of investors, while simplifying compliance
efforts for registrants.

The changes to Items 301, 302, and 303 of Regulation
S-K sharpen the focus on material information by:
e Eliminating Item 301 (Selected Financial Data);
and

e Modernizing, simplifying and streamlining Item
302(a) (Supplementary Financial Information)
and Item 303 (MD&A). Specifically, these
amendments:

0 Revise Item 302(a) to replace the
existing requirement for quarterly
tabular disclosure with a principles-
based requirement for material
retrospective changes;

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

0 Amend the existing Item 303(a)(1) and
(2) (amended Item 303(b)(1)) to
modernize, enhance and clarify
disclosure requirements for liquidity and
capital resources;

o Amend the existing Item 303(a)(3)
(amended Item 303(b)(2)) to clarify,
modernize and streamline disclosure
requirements for results of operations;

0 Add a new Item 303(b)(3), Critical
accounting estimates, to clarify and
codify SEC guidance on critical
accounting estimates;

0 Replace the existing Item 303(a)(4),
Off-balance sheet arrangements, with
an instruction to discuss such

obligations in the broader context of
MD&A,

o0 Eliminate the existing Item 303(a)(5),
Tabular disclosure of contractual
obligations, in light of the amended
disclosure requirements for liquidity and
capital resources and certain overlap
with information required in the financial
statements; and

0 Amend the existing Item 303(b), Interim
periods (amended Item 303(c)) to
modernize, clarify and streamline the
item and allow for flexibility in the
comparison of interim periods to help
registrants provide a more tailored and
meaningful analysis relevant to their
business cycles.

In addition, the SEC adopted certain parallel
amendments to the financial disclosure requirements
applicable to foreign private issuers, including to Forms
20-F and 40-F, as well as other conforming amendments
to the SEC’s rules and forms, as appropriate.

The amendments reflect the SEC’s long-standing
commitment to a principles-based, registrant-specific
approach to disclosure. This approach, as applied to
Management's Discussion and Analysis, should yield
material information relevant to an assessment of the
financial condition and results of operations of the
registrant, and allow investors to view the registrant from
management's perspective. The amendments are also
intended to improve disclosure by enhancing its
readability, discouraging repetition and eliminating
information that is not material.
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U.S. Securities and Exchange Commission
Proposes Temporary Rules to Facilitate Measured
Participation by Certain "Platform Workers" in
Compensatory Offerings Under Rule 701 and Form
S-8

On November 24, 2020, the U.S. Securities and
Exchange Commission (SEC) proposed rules that, on a
temporary basis and subject to percentage limits (no
more than 15% of annual compensation), dollar limits
(no more than US$75,000 in three years) and other
conditions, would permit an issuer to provide equity
compensation to certain "platform workers" who provide

services available through the issuer's technology-
based platform or system.

The proposed rules would amend Rule 701 by adding a
temporary rule provision that, for five years, would
enable issuers to use Rule 701 to compensate certain
platform workers, subject to specified conditions. Under
the amendments, an issuer would be able to use the
Rule 701 exemption to offer and sell its securities on a
compensatory basis to platform workers who, pursuant
to a written contract or agreement, provide bona fide
services by means of an internet-based platform or other
widespread, technology-based marketplace platform or
system provided by the issuer if:

e the issuer operates and controls the platform, as
demonstrated by its ability to provide access to
the platform, to establish the principal terms of
service for using the platform and terms and
conditions by which the platform worker
receives payment for the services provided
through the platform, and by its ability to accept
and remove platform workers participating in the
platform;

e the issuance of securities to participating
platform workers is pursuant to a compensatory
arrangement, as evidenced by a written
compensation plan, contract, or agreement, and
is not for services that are in connection with the
offer or sale of securities in a capital-raising
transaction, or services that directly or indirectly
promote or maintain a market for the issuer’s
securities;

e no more than 15% of the value of compensation
received by a participating worker from the
issuer for services provided by means of the
platform during a 12-month period, and no more
than US$75,000 of such compensation received
from the issuer during a 36-month period, shall
consist of securities, with such value determined
at the time the securities are granted;

e the amount and terms of any securities issued
to a platform worker may not be subject to
individual bargaining or the worker's ability to
elect between payment in securities or cash;
and

e the issuer must take reasonable steps to
prohibit the transfer of the securities issued to a
platform worker pursuant to this exemption,
other than a transfer to the issuer or by
operation of law.
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The proposed amendments would also permit a
Securities Exchange Act of 1934 reporting company to
make registered securities offerings to its platform
workers using Form S-8. The same conditions proposed
for Rule 701 issuances would apply to issuances to
platform workers on Form S-8, except for the proposed
transferability restriction.

The SEC has been proposing these amendments on a
temporary basis to allow it to assess whether issuances
of securities to platform workers under Rule 701 or Form
S-8 are being made for legitimate compensatory
purposes, and not for capital-raising purposes. The SEC
would also be able to assess whether such issuances
have the expected beneficial effects for issuers in the
"gig economy" and their investors, including those
platform workers who have received securities as
compensation, and whether such issuances have
resulted in any unintended consequences. These
assessments, in turn, should help the SEC to determine
whether to modify or expand the scope of Rule 701 and
Form S-8 on an extended or permanent basis. In order
to help in the evaluation of the proposed expanded
scope of Rule 701 and Form S-8, the proposed
amendments would require an issuer that sells
securities to platform workers to furnish certain
information to the SEC at six-month intervals.
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Australian Securities and Investments Commission
Urges Insurers to Respond to New Accounting
Standard

Australian Securities and Investments Commission
(ASIC) is calling on insurers to respond to a new
accounting standard for insurance contracts. Accounting
Standard AASB 17 Insurance Contracts (AASB 17) is
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effective for reporting periods beginning on or after
January 1, 2023. Insurers are required to disclose the
impacts of the new standard in December 31, 2020
financial reports.

ASIC has outlined a number of key matters to be
considered as part of any implementation plans. These
include identifying changes to accounting treatments,
required system changes, business impacts, impacts on
compliance with financial requirements, disclosures
required in financial reports prior to the effective dates of
the standards, possible continuous disclosure
obligations, and the impact on any fundraising or other
transaction documents.

Implementation

e Determining how the new standard will impact on
future financial reports in areas such as:

a. Contracts affected — Identifying which contracts or
elements of contracts are covered by the new
standard and which are subject to the financial
instruments standard, the revenue standard or
another standard. Insurers are required to apply the
new financial instruments standard from the
reporting period to which the new insurance
standard is first applied.

b. Realistic assumptions — Ensuring that the valuation
of insurance contract liabilities is based on realistic
cash flows and other assumptions having regard to
past experience, market changes, court decisions
on claims settlements, and other relevant
information.  Where prior period cash flow
projections have not been met for groups of
contracts, careful consideration should be given to
whether current assumptions are reasonable and
supportable.

c. Groups of contracts - In determining whether there
is a need to provide for onerous contracts:

i. contracts should be grouped at an
appropriately low level so that cash flows
from one portfolio are not used to support
the value of contracts in another portfolio;
and

ii. a portfolio comprises contracts subject to
similar risks and managed together. In
assessing whether contracts are subject to
similar risks careful consideration should be
given to whether the legal form of an
insurance contract reflects the substance
(for example, when separate contracts are
bundled into one legal contract for
administrative purposes).

Coverage period — Careful consideration should be
given to the appropriate determination of contract
periods (boundaries) as this can significantly affect
the expected future cash flows to be taken into
account when valuing insurance contracts and
assessing whether there needs to be a provision for
onerous contracts. In determining contract periods,
consideration is given to factors such as:

i whether the insurer can refuse to renew a
contract; and

ii. the practical ability of the insurer to
reassess risks and set a price or a new level
of benefits for those risks.

Deferred acquisition cost assets — In determining
whether to include contract renewals for the
purposes of establishing the periods over which
deferred acquisition cost assets are amortized and
over which future cash flows are considered for
impairment testing of those assets, -careful
consideration should be given to expected contracts
renewals having regard to past history and other
relevant factors.

Separating components — Identifying product
components and accounting for them separately,
including distinct investment and risk components,
and any embedded derivatives.

Measurement model — Considering all relevant facts
and circumstances in determining whether to apply
the General Measurement Model (GMM) or the
simplified Premium Allocation Approach (PAA) to
each portfolio of insurance contracts. An insurer can
only use PAA if the liability for a group of contracts
would not be materially different from applying GMM
at the inception of the group or if the coverage period
of each contract in the group is one year or less.

Risk adjustments — Ensuring that any risk
adjustments in valuing insurance contract liabilities
are determined on a consistent basis from period to
period (e.g. consistent confidence levels are
applied) unless there are good reasons for a change
and those reasons and the impact are clearly
disclosed. Different risk bases may need to be
applied for financial reporting and prudential
solvency purposes (e.g. different levels of
probability of sufficiency, risk volatility and
components of risk adjustments).

Disclosure — Ensuring adequate information on
matters such as:

i. key assumptions, significant accounting
treatments and sources of estimation
uncertainty;
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ii. information that enables users to evaluate
the nature, amount, timing and uncertainty
of future cash flows that arise from
contracts;

iii. the effect of the regulatory frameworks in
which the insurer operates, such as
minimum capital requirements; and

iv. sensitivities to changes in risk exposures
arising from insurance contracts, including a
sensitivity analysis that shows how profit or
loss and equity would have been affected
by changes in risk exposures that were
reasonably possible at the end of the
reporting period.

j-  Transition — Ensuring that the requirements on
applying the modified retrospective or fair value
approach rather than the full retrospective approach
on adoption of the new standard are met.

e Ensuring that implementation plans are
developed, progress is monitored against those
plans and action is taken where milestones are
not met.

e Management applying appropriate accounting,
actuarial and other experience and expertise in
making significant judgements on accounting
treatments and estimates under the new
standard. Directors appropriately challenge
accounting treatments and estimates.

e Identifying system and process changes
needed to produce information required under
the new standard, including related disclosures.

e Determining the impact on compliance with
financial condition requirements (e.g. APRA
capital or solvency requirements and loan
covenants), future tax liabilities, the ability to pay
dividends, and employee incentive schemes.

e Ensuring contracts that are currently loss-
making under existing standards continue to be
treated as loss-making when adopting the new
insurance standard in the absence of evidence
of sufficient changes in pricing, claims
experience, claims handling costs, benefits
offered, risks or investment income.
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Joint Statement on the Implementation of Prudential
Reforms in the Financial Services Bill

Joint statement from HM Treasury, the Prudential
Regulation Authority (PRA) and the Financial Conduct
Authority (FCA) of the United Kingdom (UK) on the
implementation of prudential reforms contained in the
Financial Services Bill.

As the Financial Services Bill continues its progress
through Parliament, HM Treasury, the FCA and the PRA
consider it appropriate to update industry on planned
timelines for introducing the UK'’s Investment Firms
Prudential Regime (IFPR) and implementation of those
Basel 3 reforms which make up the UK equivalent to the
outstanding elements of the EU’'s 2nd Capital
Requirements Regulation. FCA has decided to target an
implementation date of January 1, 2022 for these two
regimes. This follows feedback from industry in relation
to these specific proposals and in response to the most
recent Regulatory Initiatives Grid (September 2020),
where industry raised concerns about the general
volume of regulatory reform in 2021. HM Treasury will
ensure the relevant secondary legislation is in place in
good time, and the regulators will endeavor to provide
industry with as much sight of the final rules as possible
ahead of this date, to support effective implementation.
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Financial Conduct Authority of the United Kingdom
Warns Firms to Be Responsible When Handling
Client Data

The current economic climate is changing the way many

firms operate and may cause some to leave the market
or merge with other firms. When this happens, firms
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must make sure they lawfully process and transfer client
data.

What firms need to consider

Principles in the Financial Conduct Authority (FCA)
Handbook require firms to organize and control their
affairs responsibly and effectively, with adequate risk
management systems (Principle 3). Before transferring
clients’ personal data, firms should consider whether this
is fair to and in the interests of their clients (Principle 6).
Firms should also pay due regard to the information
needs of their clients and communicate with them clearly
and fairly (Principle 7).

Data _protection _legislation and the Information
Commissioner’s Office

Data protection legislation applies to data controllers
such as firms, compliance consultants, insolvency
practitioners and liquidators. The Information
Commissioner's Office (ICO) is responsible for
regulating, and enforcing, information and privacy rights
in the United Kingdom (UK). Relevant legislation
includes:

e Data Protection Act 2018 (DPA)

e General Data Protection Regulation (EU) 2016/679
(GDPR)

e Privacy and Electronic Communications
Regulations (EC Directive) 2003 (PECR)

How firms must protect client data

GDPR requires firms to provide information to clients
clearly setting out ‘privacy information’, which includes
the purposes for which they are collecting or processing
client data, and individuals’ rights when their data is
processed.

Firms should generally ensure they maintain a record of
how and why they process, share and retain personal
data. In addition, firms should also record the lawful
basis for processing data. If they are processing data
based on consent, they should maintain an effective
audit trail of how and when consent was given.

How we protect consumer interests

FCA will act where it identifies breaches of relevant parts
of the FCA Handbook. Firms that intend to transfer or
receive personal client data must be able to demonstrate
how they have considered the fair treatment of
consumers and how their actions comply with data
protection and privacy laws.

The impact of Brexit

GDPR currently has direct effect in the UK. At the end of
the Brexit transition period the GDPR provisions will
form part of retained EU law.
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Source Ejg:
https://www.fca.org.uk/news/statements/fca-warns-firms-be-
responsible-when-handling-client-data

HM Treasury, Bank of England and Financial
Conduct Authority of the United Kingdom Convene
Working Group to Facilitate Investment in
Productive Finance

The HM Treasury (Treasury), the Bank of England
(Bank) and the Financial Conduct Authority (FCA) of the
United Kingdom (UK) will be convening an industry
working group to facilitate investment in productive
finance. Investment in productive finance refers to
investment that expands productive capacity, furthers
sustainable growth and can make an important
contribution to the real economy. Examples of this
include plant and equipment (which can help businesses
achieve scale), research and development (which
improves the knowledge economy), technologies (for
example, green technology), infrastructure and unlisted
equities related to these sectors.

Productive finance investment can generate desirable
outcomes for investors. It also provides various
challenges, including that it may necessitate long-term
commitments from investors in some cases. The
economic uncertainty created by coronavirus (Covid-19)
means that it is now more crucial than ever that a long-
term investment culture is fostered that ensures good
outcomes for consumers, while aiding economic
recovery.

The working group’s mandate will be to agree the
necessary foundations that could be implemented by
firms and investment platforms, to facilitate investment
in long-term assets by a wide range of investors. The
working group will:

e Propose solutions for barriers to investment: to be
implemented by industry participants. This includes
considering potential fund structures, such as an
LTAF, to invest viably in long-term assets, and that
meet the demands of wide range of investors,
including defined contribution pension funds; and

e Propose aroadmap, timetable and set of actions: to
implement those solutions.

The working group will be co-sponsored by the
Economic Secretary to the Treasury; Andrew Bailey,
Governor of the Bank; and Nikhil Rathi, Chief Executive
of the FCA. The membership will be drawn from a
diverse set of market participants, including but not
limited to banks, asset management firms, pension
funds and insurance companies, corporates,
infrastructure firms, wealth managers, investment
platforms and trade associations representing relevant
sectors and markets.

Membership will be by invitation from the Treasury, the
Bank and FCA who will determine the final membership
against a set of transparent criteria, including market
footprint in UK, relevance to the mandate of productive
finance, contribution to overall representativeness to the
group, and engagement with productive finance issues.
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Financial Conduct Authority of the United Kingdom

Announces Benefits of New Data Collection
Platform RegData
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RegData will replace Gabriel as the data collection
platform of the Financial Conduct Authority (FCA).
RegData is informed by user feedback, is faster, easier
to use and built with flexible technology, making it
possible to fix issues quicker and to make ongoing
improvements to user experience. RegData is central to
FCA's Data Strategy which sets out its plan to harness
the power of data and advanced analytics to transform
financial regulation.

Addressing user feedback for a better reporting
experience

In 2019, FCA asked firms and other users about their
experience of Gabriel and met with firms to explore their
feedback. As well as informing the plans to move
120,000 users and the data of 52,000 firms across from
Gabriel to RegData, they identified 3 key areas for
improvement in Gabriel, for which FCA has made initial
enhancements in RegData.

1. Accessing the system — speed of the system and
support when accessing Gabriel

e Increased speed and faster navigation — It will be
faster and easier to navigate and complete
submissions in RegData due to user journey
improvements.

e Support across the platform — It will be easier to find
information within RegData and on the FCA website.

e New online resources — FCA has produced a series
of individual explainer videos and user guides for
each aspect of the functionality in RegData.

e Single sign-on between Connect and RegData —
Users will use the same username and password for
Connect (FCA's online system that can be used to
submit applications and notifications) and RegData.
Firms must enable this by logging into Gabriel and
completing a short one-time registration ahead of
their move, unless already completed.

2. Viewing reporting schedules — improvements to the
layout of a firm’s schedule and submission history

e An intuitive layout — A firm’s reporting schedule in
RegData will have improved navigation and
functionality, with messages that make it clearer
when data items are due and overdue.

e Finding draft, past, due or overdue data items — In
RegData, users can sort draft and past submissions
by date and status. The schedule automatically
brings overdue items to the top of the page and
users can expand or collapse details for each item.

3. Submitting data — better guidelines when making
data submissions and enhancements to the data
validation feature

e Helpful messaging and clearer error flags -
Submission issues in RegData will be easier to
identify, particularly on a user’s schedule and in a
form.

e Step-by-step and smarter validation — The validation
features are improved. RegData validates data as it
is inputted into the field. FCA has also included
guidelines in each field and across the form to clarify
the data it is expecting — such as currencies, types
of files, entry type (numbers or text), as well as a
form’s status (e.g. draft).

e Form navigation and auto-save — Forms have a
clearer layout, with improved navigation using
features such as the ability to zoom in and out on
tables. Inputted data will also be automatically
saved every 2 minutes.

Moving from Gabriel to RegData

FCA is moving firms and their users to RegData in
groups to minimize impact on firms. All users must
register for RegData ahead of their move by logging in
to Gabriel and completing the one-time registration
when prompted. Until they are moved, firms should
continue reporting via Gabriel using their existing
Gabriel login details.
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Monetary Authority of Singapore Enhances RMB
Liquidity Through a New RMB 25 Billion Initiative for
Banks

On November 23, 2020, the Monetary Authority of
Singapore (MAS) announced the launch of a new
initiative to provide up to RMB 25 billion of funding to
banks in Singapore. The initiative will deepen RMB
liquidity and further strengthen banks’ ability to meet the
growing RMB business needs of their customers in
Singapore and the region.

Under this new initiative, RMB funding of up to 3 months
will be channeled to the Primary Dealers (PDs) through
MAS’ money market operations. The RMB funds
provided to the PDs will enhance their credit
intermediation capabilities and the overall RMB market
liquidity in Singapore.

To support the development of the offshore RMB market
in Singapore, MAS previously established the MAS
Overnight RMB Liquidity Facility, and the MAS RMB
Facility. Banks could access these backstop facilities, to
obtain overnight and term RMB liquidity respectively, as
needed to facilitate settlement needs and financing of
cross-border trade and investment.

With the introduction of the new RMB 25 billion initiative,
MAS will discontinue the current RMB 5 billion MAS
Overnight RMB Liquidity Facility from November 23,
2020. Market participants have indicated that the
placement of longer tenors and larger amount of RMB
funding by the Iinitiative represent significant
enhancements over the MAS Overnight RMB Liquidity
Facility. The MAS RMB Facility remains in operation and
will continue to provide additional term funding as
needed.
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Monetary Authority of Singapore Launches World's
First Grant Scheme to Support Green and
Sustainability-Linked Loans

On November 24, 2020, the Monetary Authority of
Singapore (MAS) announced the launch of the Green
and Sustainability-Linked Loan Grant Scheme (GSLS),
which will be effective as of January 1, 2021. The first of
its kind globally, the GSLS seeks to support corporates
of all sizes to obtain green and sustainable financing by
defraying the expenses of engaging independent
service providers to validate the green and sustainability
credentials of the loan. The grant also encourages
banks to develop green and sustainability-linked loan
frameworks to make such financing more accessible to
small and medium-sized enterprises (SMES).

The GSLS will enhance corporates’ ability to obtain
green and sustainability-linked loans. The grant will
cover expenses incurred by corporates to engage
independent sustainability assessment and advisory
service providers to develop green and sustainability
frameworks and targets, obtain external reviews (which
includes a second party opinion, verification, certification
or rating), and report on the sustainability impact of the
loan. MAS will defray up to S$100,000 of these
expenses per loan.

The GSLS will also encourage banks to develop
frameworks for green and sustainability-linked loans.
The grant will cover expenses incurred by banks to
engage independent sustainability assessment and
advisory service providers to develop frameworks,
obtain external reviews, and report on the allocated
proceeds of loans originated under the framework. MAS
will defray up to 60% of these expenses, capped at
S$120,000 for such green and sustainability-linked loan
frameworks.

MAS will also defray by 90% the expenses incurred by
banks to develop frameworks specifically targeted at
SMEs and individuals, capped at S$180,000 per
framework. This is to further encourage banks to provide
greater support to SMEs, which are a key driver of
economies, and enable individuals to contribute to the

sustainability agenda by integrating sustainability
considerations in their financing decisions.

MAS will expand the scope of the existing Sustainable
Bond Grant Scheme (SBGS) to include sustainability-
linked bonds, effective immediately. Beyond grant
support for pre-issuance costs which have been covered
under SBGS since 2017, the enhanced SBGS will now
cover the post-issuance costs of engaging independent
sustainability assessment and advisory service
providers to obtain external reviews or report for bonds
under the scheme.

The GSLS is an initiative under MAS’ Green Finance
Action Plan, and will support MAS’ aim to develop green
and sustainable financial markets and products to
support Asia’s transition to a low-carbon future. The
grant will help to channel more financing towards green
projects and enhance corporates’ sustainability
practices. To promote the transparency and integrity of
green and sustainable financing flows, MAS will require
corporates to engage independent sustainability
assessment and service providers and obtain
independent external reviews on these loans to
demonstrate alignment with internationally recognized
standards.

Accompanying the launch of the GSLS, BNP Paribas,
OCBC Bank and UOB have introduced innovative green
and sustainability-linked loan frameworks that will
qualify for the scheme. The banks’ frameworks feature
standardized criteria and processes, which will
streamline assessments of green and sustainable
lending to corporates, and support the banks’ clients,
including both SMEs and large corporates, in financing
circular economy projects, renewable energy, energy
efficiency activities, and promote sustainable supply
chain practices. Through these frameworks, the banks
seek to direct financing to activities that promote
sustainable development in Singapore and the region.
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Association of Banks in Singapore and Singapore
Exchange Regulation Enhance Due Diligence
Standards

On November 13, 2020, the Association of Banks in
Singapore (ABS) announced an enhancement of the
ABS Listings Due Diligence Guidelines, which have

been revised in close collaboration with Singapore
Exchange Regulation (SGX RegCo) to raise standards
of due diligence conducted on companies planning to list
on Singapore Exchange (SGX).

The updated Guidelines are an enhancement from the
previous guidelines which were last revised in 2016.
They set out expectations and recommendations on due
diligence work that issue managers and full sponsors
carry out during the initial public offer (IPO) / reverse
takeover (RTO) and listing process.

Key updates in the revised guidelines include:

e An increased focus on the assessment of the
adequacy and effectiveness of the issuer’s internal
controls to meet its business needs and challenges
as a listed company;

e The assessment of the sustainability and viability of
the issuer’'s business, taking into consideration, in
particular, the challenges posed by the prevailing
economic climate; and

e Targeted guidelines for due diligence on issuers
operating in specialized, restricted or niche
industries, and/or in higher risk jurisdictions.

Mrs. Ong-Ang Ai Boon, Director, ABS, said, “ABS is
pleased to have worked closely with SGX RegCo once
again to update, strengthen and refine the standards of
due diligence that our members are expected to carry
out. These guidelines represent an important supporting
pillar of robustness to Singapore’s positioning as a
leading listing venue for sectors including healthcare,
commodities, oil and gas, REITs and business trusts —
and regular updates are necessary to ensure that the
guidelines continue to be relevant to the constantly-
changing economic climate. With the increase in issuers
from more nascent sectors such as technology that are
seeking equity capital, it becomes especially important
for issue managers, full sponsors and their professionals
to adapt due diligence practices that address the
particular needs of the new market environment.”

Mr. Tan Boon Gin, CEO, SGX RegCo, said, “Issue
managers and full sponsors are our fellow frontline
gatekeepers to our market. That is their first and
foremost role and responsibility. They must therefore
emphasize substance over form and exhibit a healthy
dose of professional skepticism when conducting
listings due diligence. Where due diligence is robust and
of a high standard, increased investor confidence and
quality listings will follow.”
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Shenzhen Stock Exchange Establishes the 1st
Accounting Advisory Committee to Build Market
Synergy and Improve Quality of Financial
Information Disclosure in Capital Market

On November 19, 2020, to fully implement the guiding
principles of the Fifth Plenary Session of the 19th CPC
Central Committee and the requirements specified by
the State Council in the Suggestions on Further
Improving the Quality of Listed Companies, Shenzhen
Stock Exchange (the “SZSE”) recently set up the
Accounting Advisory Committee. It's a measure taken by
SZSE to further pool market wisdom and leverage the
synergy of market participants to jointly improve the
financial information disclosure quality in the capital
market, support the reform of the registration-based IPO

system with “information disclosure at its core”, and
ensure steady advancement of the key tasks of
deepening the reform of the capital market in all respects
and the comprehensive authorization reform of the pilot
demonstration zone of socialism with Chinese
characteristics.

After relevant procedures are duly performed, the list of
members of the 1st Accounting Advisory Committee was
officially generated and made public. On November 19,
2020, SZSE held the 1st Accounting Advisory
Committee Inaugural Meeting & Forum, which
discussed how the Accounting Advisory Committee can
leverage its role as the bond between self-disciplinary
regulation and the market, improve the financial
information disclosure quality in the capital market and
the quality and efficiency of accounting and audit
regulation, and upgrade regulatory approaches against
financial frauds such as false financial information
disclosure.

The 1st Accounting Advisory Committee consists of 26
members from relevant ministries, securities regulators,
industry associations, universities, accounting firms,
appraisal agencies, securities companies, investment
institutions and listed companies. They have profound
theoretical knowledge and rich practical experience and
possess the qualification required for duty performance.
All members serve part-time with a two-year term. The
members will provide advisory opinions on major
accounting and audit issues involved in SZSE's relevant
work such as issuance and listing review, self-
disciplinary regulation and business innovation, conduct
researches on strengthening construction of basic
systems of SZSE and enhancing the capability of the
capital market to serve the real economy, and propose
initiatives.

An officer from SZSE pointed out that high-quality
financial information disclosure is a necessary
requirement to improve the quality of listed companies,
an effective means to forestall and defuse major market
risks, and an important cornerstone to ensure
implementation of measures for deepening reform in all
respects, so it is of great significance to the sustainable
and healthy development of the capital market. The
reform of the registration-based IPO system stresses
“information disclosure at its core”, with accounting
information as the key and accounting regulation at its
center. By giving play to role of the Accounting Advisory
Committee, it can pool experience and wisdom of
experts from various fields, improve the authority and
professionalism of issuance and listing review and self-
disciplinary regulation, and securely guard the access
and exit of the market so as to ensure the high-quality
operation of the ChiNext Board and the registration-
based IPO system, and foster a good capital market
ecosystem. SZSE will, working with those experts,
actively practice the principles of “system building, non-
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intervention, and zero tolerance”, and follow the
requirements of “standing in awe of the market, rule of
law, professionalism and risks and developing the
capital market demands the efforts of people of all walks
of life”. SZSE will uphold the working philosophy of
“openness, transparency, integrity and impartiality”, and
thoroughly understand the requirement of improving the
quality of listed companies in the context of the
registration-based IPO system. SZSE will act proactively
and fulfill its duties and leverage the synergy among
market participants to improve the financial information
disclosure quality in the capital market. Besides, SZSE
will guard the market access and clear the exit channel,
continue to consolidate the achievements of the reform
of the ChiNext Board and the pilot project of the
registration-based IPO system, in a bid to build a group
of high-quality listed companies as required, and speed
up the building of a quality innovation capital center and
world-class exchange.
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Questions & Answers on the Guidelines of Shanghai
Stock Exchange No. 3 for the Application of Self-
Regulation Rules for Listed Companies - Classified
Supervision and Administration of Information
Disclosure

On November 24, 2020, the Shanghai Stock Exchange
(SSE) officially issued the Guidelines of Shanghai Stock
Exchange No. 3 for the Application of Self-Regulation
Rules for Listed Companies - Classified Supervision and
Administration of Information Disclosure (the “Classified
Supervision Guidelines”). Regarding the release of the
Classified Supervision Guidelines, an SSE official in
charge of relevant businesses has answered related
questions.

Question 1: Can you brief us on the origin and main
contents of the Classified Supervision Guidelines?

Answer: On October 9, 2020, the State Council of the
People’s Republic of China issued the "Opinions on
Further Improving the Quality of Listed Companies" (the
"Opinions"), requiring all parties concerned to
strengthen prudential supervision in the whole process
and promote scientific  supervision, classified
supervision, professional supervision and continuous
supervision to continuously improve the regulatory
efficiency. Furthermore, it emphasizes that the stock
exchanges shall also fully paly their responsibilities of
front-line supervision and self-discipline management.
In order to effectively implement the requirements of the
Opinions issued by the State Council, the SSE has
formulated the Three-year Action Plan for Advancing the
Quality Improvement of the Companies Listed on the
Shanghai Stock Exchange (the "Three-year Action
Plan"). The release of the Classified Supervision
Guidelines is also an arrangement of the Three-year
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Action Plan. According to the deployment of the China
Securities Regulatory Commission (the “CSRC"), it
requires the stock exchanges to better perform their
front-line supervision and service duties by optimizing
their supervision methods.

Classified supervision is put forward under the
proposition of how to balance the relationship between
supervision, development and providing service. The
Classified Supervision Guidelines summarize the
practices of classified supervision of information
disclosure at the stock exchanges’ level and upgrade
them to a public institutional arrangement for the
purpose of guiding front-line self-regulation and
improving regulatory efficiency. Its core connotation is
that "managing less and managing fine can manage
well", which requires all parties concerned to formulate
different policies case by case. In terms of specific
methods, all parties concerned are required to intensify
supervisory resources, focus on a small number of key
companies and matters, improve the pertinence and
effectiveness of supervision and avoid trivialities. At the
same time, they shall also adhere to the principle of
simultaneous development of supervision and services
providing, freeing up more energy to provide better
services for the most honest and dedicated companies
and supporting these companies to take advantage of
the transformation and upgrading of the capital market
to become better and stronger and then improving their
qualities.

Question 2: What is the background of the Classified
Supervision Guidelines released by SSE?

Answer: In the past two years, the domestic and
international economic situation has become more
complicated, and China's economy has shifted from
rapid growth to high-quality development, which has
caused difficulties for some listed companies. More
investment funds are needed to implement the "Six
Stabilizations and Six Protection" policy of China. All
parties concerned should support and provide good
services for these listed companies to get out of
difficulties and become better and stronger.

Under this background, the importance of classified
supervision is more prominent. The Classified
Supervision Guidelines were drafted to implement the
deployment of the CSRC on classified supervision at the
level of the front-line information disclosure of stock
exchanges. On the one hand, effective supervision shall
be carried out, focusing on those companies that are in
material violation of supervision and making market
chaos to safeguard the legitimate rights and interests of
investors and keep the healthy development of the
market. On the other hand, the stock exchanges shall
actively respond to the reasonable demands of listed
companies and provide more support and create more
conditions for the development of listed companies in

terms of information disclosure and market service
provision. On the whole, the Classified Supervision
Guidelines is mainly to systematize the way to answer
what the stock exchanges should do and how to fulfill
their front-line supervisory responsibilities. Disclosing
the basic models and methods of classified supervision
to the public through "system building” will help the
public to clarify the supervision responsibilities and
boundaries of the stock exchanges, enabling the market
to have a clear expectation of supervision and
establishing a new image of self-regulatory supervision
on the front-line information disclosure of the SSE under
the new situation.

Question 3: What is the relationship between classified
supervision and previous supervisory transformations of
the stock exchanges?

Answer: The Classified Supervision Guidelines perfects
the classified supervision in the system level. At the
same time, it is a review and a summary of existing
supervision experience, and also an inheritance and
development of the original supervision concept and
supervision structure. Since 2013, the supervision on
listed companies conducted by SSE has continued to
promote important transformations such as providing
one-stop information disclosure service and classified
industry information disclosure. In particular, the one-
stop information disclosure service specifies the
boundary  between  pre-supervision, in-process
supervision and post-supervision while classified
industry information disclosure adjust its supervision
methods and ideas according to the listed companies’
industry classification. These supervisory explorations
and practices have unfolded the overall layout of front-
line supervision, improving the effectiveness of
supervision, and also included the concept and spirit of
classified supervision. In the past two years, in face of
new conditions in the market, the stock exchanges have
paid attention to high-risk companies and material risks
such as financial fraud, capital occupation and illegal
guarantees. The stock exchanges distinguish the
responsibilities of different entities, specify the scope
of key supervision in accordance with the principle of
separation responsibilities and clarify the content and
focus of their management, so that the focus and
methods of supervision will be clearer. In terms of
market services, the stock exchanges have sorted out
service items with high market demand and relatively
mature operations, clarified the contents and
mechanism of the service, and continued to carry out
service actions such as relief of private enterprises and
reform of state-owned enterprises, and correspondingly
optimized various mechanisms to improve their services.
Some experiences and achievements have been gained
from these works, which provide the basis and
conditions for the systematic summarization.
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Question 4: In the Classified Supervision Guidelines,
which key listed companies are under supervision and
what kind of matters that should be paid attention to?

Answer: The Classified Supervision Guidelines focus on
the supervision distinctions between company items and
matter items, highlighting the focus of supervision and
implementing differentiated supervision arrangements.
The SSE will identify key companies based on the
quality of information disclosure, standardized operation
level and severity of risks while identify key matters
based on the impact of disclosures on investor interests,
securities prices and market order, so as to clarify the
scope of “less management”. For listed companies and
matters included in the scope of key supervision,
attention shall be paid to the relevant information
disclosure, prior review shall be carried out as the case
may be and the one-stop information disclosure service
may be suspended while on-site inspection may be
carried out in combination with risk conditions. For listed
companies and matters not included in the scope of key
supervision, the SSE will simplify the information
disclosure requirements in accordance with the laws and
regulations, such as implementing post-event review
and focusing on providing effective service support for
daily information disclosure and business handling.

In terms of key companies under supervision, four types
of companies are included in the scope with close
attention paid to their information disclosure matters.
Such listed companies mainly include the situations
where their stocks are subject to risk warning, their
annual information disclosure is rated D, disclaimer of
opinions or negative opinions are issued for their annual
reports, disclaimer of opinions or negative opinions are
issued for their annual internal control, etc. Due to the
concentration of risks and small number, this type of
listed companies has always been the focus of attention
by the market and supervision authorities, and the focus
of the supervision on such listed companies meets the
market expectation and the actual situation.

In terms of key matters under supervision, eight
categories of matters are clarified according to their
impacts on investors' interests, securities prices and
market order. Strict supervision on these matters that
violate the bottom line of the market is the consensus of
the market and the responsibility of the front-line
information disclosure supervision. These key matters
under supervision mainly include false records,
misleading statements or major omissions in the
disclosure of financial information or major events;
embezzling the interests of listed companies through
occupying non-operating funds, illegal guarantees and
related transactions; taking advantage of information
disclosure to cause undue influence on the trading price
of their shares and derivatives or on the investment
decisions of investors; planning to carry out asset
transactions that may generate significant risk on their

brand reputation or involve significant uncertainty in their
performance promises; randomly changing accounting
policies or abusing accounting standards to conduct
improper accounting dealings; pledging or freezing high
proportion of the shares that are held directly or
indirectly by the controlling shareholder, the largest
shareholder and the actual controller; negligently
performing the duties of directors, supervisors and other
senior managers; being unable to properly undertake
the responsibilities of board of shareholders, board of
directors and board of supervisors and appearance of
significant defects in internal governance such as the
listed companies fail to fulfil their information disclosure
obligations.

Question 5: What arrangements will the SSE have in
terms of providing services for the listed companies?

Answers: The Classified Supervision Guidelines
combine the concepts of conducting supervision and
providing service, emphasizing that the improvement of
the quality of listed companies shall be taken as the goal,
and such companies shall be supported to improve the
effectiveness of information disclosure and facilitate
their financing so as to stimulate the market vitality and
optimize the market ecology and cultivate a better
market environment for the development of listed
companies. The specific arrangements are as follows:

1. Providing services for all companies listed in SSE. All
companies listed in the SSE are supported to carry
out various activities on the capital markets in
accordance with laws and regulations. In the
meantime, the listed companies shall be provided
target services based on their actual circumstances
and requirements. For listed companies whose latest
annual information disclosure work evaluation results
are A or B, they are supported to simplify information
disclosure requirements based on their actual
conditions, and they are able to apply for fast review
channels for refinancing, mergers and acquisitions
and reorganization of the CSRC as required. For
listed companies whose latest annual information
disclosure work evaluation results are C or D, the
SSE will provide targeted services for them, which
are focused on guiding and supporting them to
operate in a standardized manner to eliminate risks
and improve the quality of information disclosure.

2. Enrich the service content. The SSE will provide
listed companies with special business support in
accordance with laws and regulations, including but
not limit to policy consulting, market training, mergers
and acquisitions, refinancing, equity incentives,
innovative products and others. In addition, the SSE
will support the listed companies to actively carry out
investor relationship management to deepen market
communication, for improving the industrial

34



J M L

information disclosure quality and strengthening the
technical exchanges between companies in the
same industry.

3. Perfect the service mechanism. The corporate
supervisory department of the SSE has established
a smooth communication channel with listed
companies and actively communicates with them on
a regular basis. Since the beginning of this year, in
order to further properly carry out the work, the SSE
has also established such working mechanisms as
time-limited response, two-person reception and etc.
based on the actual situation. Judging from the actual
operation, these efforts have made a great
achievement and the Classified Supervision
Guidelines have also upgraded these mechanisms to
specific norms.

Question 6: How does the SSE regulate its supervision
behaviors in conducting classified supervision?

Answers: To do a good job in classified supervision, it
requires the SSE to build up a standardized operation
mechanism for supervision, set up a unified supervision
standard as well as a team that is responsible, capable,
service-oriented and well behaved. To this end, the
Classified Supervision Guidelines clarify the code of
supervision conducts in a separate chapter, striving to
achieve a balance between proactive and standardized
supervision. One of the objectives of classified
supervision is to build up mutual trust in supervision and
jointly form a strong joint force in improving the quality of
listed companies by regulating the supervision activities.
In terms of mechanisms and standards, the Classified
Supervision Guidelines follow the principles of openness,
fairness and justice to implement information disclosure
supervision on listed companies in accordance with laws
and regulations, such as applying unified supervision
standards and then disclosing it to the market in a timely
manner.

The Classified Supervision Guidelines also clarify the
principle of prudential supervision which requires the
SSE strictly comply with the prescribed procedures and
notify the supervised of supervision basis. Supervision
on information disclosure shall be carried out by industry,
and industry supervision groups shall also be set up to
take charge of the supervision and administration of
information disclosure and services such as daily
consulting and business handling shall also be provided.
In terms of the performance of duties and responsibilities,
the supervisors of the SSE are required to be loyal,
diligent and responsible, strictly abide by the
requirements of integrity and self-discipline and
establish a healthy "close" and "clean" relationship with
listed companies in practice.

After the issuance of the Classified Supervision
Guidelines, the SSE will focus on the implementation,

carefully solicit and follow the opinions of all parties,
continuously perfect and improve the methods and
mechanisms of classified supervision and work with all
market parties, especially listed companies, to promote
the improvement of the quality of companies listed on
the SSE through practical actions.
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Officials from Relevant Departments of the China
Securities  Regulatory Commission Answers
Reporter’'s Questions Regarding Audit Oversight
Cooperation with the U.S.

On November 20, 2020, officials from relevant
departments of the China Securities Regulatory
Commission (the “CSRC”) answered reporter's
guestions regarding audit oversight cooperation with the
u.s.

Reporters: A U.S. Senator recently sent an open letter
to every Chinese-based company listed on the U.S.
stock exchanges, requesting explanations as to how
these companies comply with the U.S. Public Company
Accounting Oversight Board (PCAOB) supervisory rules.
Further, according to the media, the U.S. Securities and
Exchange Commission (SEC) is proposing new rules
requiring companies with shares listed in the U.S. to get
a second review of their books by an accounting firm
from a country where the PCAOB can inspect; otherwise,
the companies will face delisting. What's the CSRC's
comment on this matter?

CSRC officials: The CSRC has noted the Senator's
letter as well as the media reports. The CSRC would like
to make the following two clarifications. First, Chinese

companies listed in the U.S. stock exchanges follow the
U.S. laws and regulations for financial reporting and
information disclosure. Otherwise, their securities
cannot be registered with the U.S. regulatory authorities.
It is an issue of cross-border regulatory cooperation that
for the time being the U.S regulatory authorities are
unable to inspect the Chinese audit firms who provide
audit services for Chinese companies listed in the U.S.
This does not mean that Chinese companies fail to
comply with the relevant laws and regulations of the
United States. Second, The CSRC'’s position with
respect to audit inspections has been consistent that
such inspections shall be conducted under a regulatory
cooperative mechanism. On August 4, 2020, after
thoroughly considering the concerns of the U.S.
regulators, the CSRC sent the fourth version of proposal
for joint inspection over audit firms to the U.S. Public
Company Accounting Oversight Board (PCAOB). The
PCAOB confirmed the receipt of the proposal and
suggested that it would examine the proposal in due
course. The CSRC Ilooks forward to starting a
meaningful dialogue with the U.S. regulator on the
details of the proposal. The CSRC believes that with
openness and professionalism, the two sides will
certainly reach a consensus on a joint inspection
scheme, which will effectively enhance Sino-US audit
oversight cooperation and create a sound supervisory
environment for cross-border listings.
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Chengdu Huaze Cobalt and Nickel Material Co., Ltd.
Violates the Laws and Regulations on Important
Information Disclosure

Background

Chengdu Huaze Cobalt and Nickel Material Co., Ltd. is
a listed company (the "Chengdu Huaze"), controlled by
the Wang Tao family, with Wang Tao serving as the
chairman and one of the actual controllers, and several
relatives of it serving as directors. In order to provide
financial support for the family group, Wang Tao
instructed others to set up several shell companies to
provide funds to the family group through bogus
business. At the end of 2013, the balance of non-
operating occupation of Chengdu Huaze was
approximately RMB 820 million, but it reached
approximately RMB 1.15 billion and RMB 1.33 billion at
the end of 2014 and the end of June 2015 respectively.
In order to conceal the facts that the related party
occupied the fund, Wang Tao arranged the staff to enter
invalid bills as repayments. Moreover, Chengdu Huaze
issued commercial acceptance bills in the name of its
subsidiaries to provide guarantees for financing Wang
Tao's family business. At the same time, it also provided
guarantees for Wang Tao's personal loans in the name
of Chengdu Huaze, with the total guaranteed amount of
335 million yuan. However, Chengdu Huaze failed to
disclose the above information in its relevant periodic
reports, and the financial figures in the relevant periodic
reports were false records.

Processing results

After reviewing, the China Securities Regulatory
Commission (the "CSRC") believed that the information
disclosed by a listed company in accordance with the
law must be authentic, accurate and complete, and shall
not contain any false record, misleading statement or
major omission. Chengdu Huaze violated the laws and
regulations on important information disclosure with
clear facts and sufficient evidence. Wang Tao, as the
actual controller, chairman of the board and director of
Chengdu Huaze, led, participated in or instructed others
to conduct all of the illegal acts involved in the case. His
subjective intention was obvious, the amount involved
was huge and the violations were serious. All directors,
supervisors, and senior managers should actively

understand and continue to pay attention to the
operation and financial status of listed companies. They
should also possess professional knowledge required
for performing their duties to help them actively
investigate and obtain information required for decision-
making, and independently issue professional opinions.
Unawareness, failure to participate in or relying on audit
results shall not be grounds for liability exemption.

In January 2018, the CSRC issued an administrative
penalty decision and a market banning decision against
Chengdu Huaze and the relevant responsible persons.
In the decisions, the CSRC held that the above acts of
Chengdu Huaze violated the provisions of Articles 63,
65, 66 and 67 of the "Securities Law of the People's
Republic of China" revised in 2005 (the “2005 Securities
Law") and committed the crime of illegal disclosure of
important information as specified in Paragraph 1 of
Article 193 of the 2005 Securities Law.

The CSRC ordered Chengdu Huaze to make corrections,
giving it a warning and imposing it a fine of RMB 600,000
while imposing a fine of RMB 900,000 on Wang Tao, of
which  RMB 300,000 was fined for the direct
responsibility and RMB 600,000 for the actual controlling.
And the other responsible persons were fined for an
amount ranging from RMB 30,000 to RMB 300,000. At
the same time, Wang Tao was banned from entering the
securities market for life, and other responsible
personnel were banned from entering the securities
market for 5 to 10 years. In the same year, the CSRC
imposed punishment on the illegal acts of the
intermediary agencies and their practitioners involved in
the case.

The chief financial officer of Chengdu Huaze refused to
accept the above-mentioned punishment decision and
filed a lawsuit. Both the court of first instance and the
court of second instance rejected the lawsuit. At the
same time, the CSRC transferred the suspected criminal
evidence of Chengdu Huaze to the public security
organizations in accordance with the law.

Educational significance of the case

1. The CSRC will severely cracks down violations of
information disclosure and strives to improve the
ecological environment of the capital market. This
case is a typical case in which the actual controller of
a listed company concealed the fact that the capital
was occupied and instructed the listed company to
disclose information in violation of regulations. These
actions seriously undermined the principle of
openness, fairness and justice in the capital market
and infringed the interests of investors. The
truthfulness, accuracy and completeness of
information disclosure are the cornerstones of the
capital market and they are also the premise and
foundation for the steady development of the capital
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market. The CSRC imposed top punishments on
Chengdu Huaze, its actual controllers, chairman of
the board and adopted market banning measures,
which reflected the attitude and determination of it on
severely cracking down the illegal information
disclosure acts and urged listed companies, actual
controllers, intermediary agencies and others with
the obligation of information disclosure to perform
their duties. The CSRC adopts various measures to
promote the quality of listed companies, which
consolidates the foundation for the stable operation
of the market and protects the system of a
standardized, transparent, open, dynamic and
resilient capital market.

. The controlling shareholders and actual controllers
shall be held accountable for "instructing" illegal
information disclosure activities in accordance with
the law, so as to achieve a precise attack on the
“critical minority". In recent years, the social financing
environment has changed. The long-term internal
control mechanism of some listed companies is not
sound. The controlling shareholders and actual
controllers occupy the listed company’s funds from
time to time. This case is a typical case of actual
controllers and their related parties tunneling listed
companies. Mrs. Wang Tao's leading, participating in,
or instructing others to commit illegal information
disclosure activities has exceeded the scope of the
chairman's duties and constituted an instigation
behavior performed by the actual controller beyond
the scope of the Sichuan Huaze's collective will. The
CSRC identified and punished Wang Tao's two acts
under his two identities in accordance with the law,
achieving a precise attack on the "key minority",
which could effectively warn the controlling
shareholders and actual controllers to abide the law
and rules, directing them to shoulder the main
responsibility of standardized development,
improving the internal control of listed companies,
and improving the standardized operation and the
quality of information disclosure. Combining with the
practices, the "Securities Law of the People's
Republic of China" revised in 2019 (the “New
Securities  Law”)  stipulates that controlling
shareholders and actual controllers who "organize"
information disclosure offenses or "concealment" of
information  disclosure shall also bear the
corresponding liability for such offenses and the
amount of punishment shall be increased, ranging
from RMBO0.5 million to RMB10 million. The CSRC
will continue to promote the implementation of the
new Securities Law, effectively increase the costs of
violations, enhance the deterrence of law
enforcement and purify the market ecology.

. The CSRC will urge the directors, supervisors and
senior managers of listed companies to correctly

understand and consciously assume the social
responsibilities and legal obligations of listed
companies as public companies, and to perform their
duties faithfully and diligently. In recent years,
occupation of funds and provision of guarantees in
violation of regulations by listed companies
frequently occur, the root of which lies in the unsound
internal governance and the imperfect internal
control. The directors, supervisors, and senior
managers of some listed companies lack
independence and fail to fulfill their duties while it also
lacks effective supervision over the control of the
controlling shareholder or actual controller. Moreover,
some listed companies ignore or even condone the
occurrence of illegal activities, and try to use
unawareness, unprofessionalism and concealment
and other reasons as an exemption shield. The
CSRC will continue to severely crack down on such
directors, supervisors and senior managers that fail
to perform their due diligence obligations and warn
the "key minorities" of listed companies to raise their
awareness of law-abiding, rule-consciousness and
contractual spirit for performing their duties diligently
and actively. These measures as mentioned above
are of great significance for protecting the rights of
the small and medium shareholders and improving
the overall quality of listed companies.
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Information in this update is for general reference only
and should not be relied on as legal advice.
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