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Hong Kong Court of Appeal Clarifies the Majority
Test and Fairness Test for Sanctioning Schemes of
Arrangement Involving Takeover Offers

On November 23, 2020, the Court of Appeal (CA) of
Hong Kong handed down a judgment for Re Allied
Properties (H.K). Ltd [2020] HKCA 973, in which the
appeal brought by the petitioner, Allied Properties (H.K.)
Limited (Company) was allowed and the scheme of
arrangement of the Company (Scheme) approved at the
court meeting by a majority of the Company’s
shareholders on July 15, 2020 was sanctioned.

Background facts

On April 9, 2020, a wholly-owned subsidiary of Allied
Group Limited (AGL) (being the Company’s holding
company), Sunhill Investments Limited (Offeror) put
forward a proposal to privatize the Company by the
Scheme. Under the Scheme, all the shares (Shares) of
the Company (Scheme Shares) held by its shareholders
(Scheme Shareholders) other than the Offeror and
parties acting in concert with it (Offeror Concert Parties)
will be cancelled in exchange for a payment of HK$1.92
per Share in cash (Total Price) that comprises partly the
consideration for cancellation of the Scheme Shares of
HK$0.42 per Share (Scheme Consideration) and partly
the special dividend of HK$1.50 per Share (Special
Dividend) to which the Offeror and Offeror Concert
Parties have waived their entittement (Waiver).

Rulings of the Court of First Instance

The Court of First Instance (CFI) declined to sanction the
Scheme due to two main reasons: (1) the court might not
have jurisdiction to sanction the Scheme if the
headcount test was not met; and (2) the composite
document (Scheme Document) failed to provide
sufficient information to Scheme Shareholders such as,
among others, (i) valid comparison between the Scheme
Consideration and the relevant closing share prices; (ii)
alternative scenario if the Scheme was not implemented;
and (iii) the Company may still use the profits to pay the
Special Dividend to declare and pay a dividend in the
future even though the Scheme did not proceed.
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Clarification on the proper majority test for schemes of

arrangement involving takeover offers

On appeal, the CA pointed out that the judge in the CFlI
has erred in applying the headcount test to the Scheme
of such kind which involves a “takeover offer” within
section 674(5) of the Companies Ordinance (Cap. 622)
(CO). The proper test for such schemes should be the
dual requirements under section 674(2) of the CO,
namely (1) a 75% majority test which requires
agreement of members with at least 75% of voting rights
of the members present and voting; and (2) the negative
10% test where votes cast against the scheme do not
exceed 10% of the voting rights attached to all
disinterested shares.

Adequacy of the explanation given to Scheme
Shareholders in the Scheme Document

In analyzing whether the information contained in the
Scheme Document is sufficient and whether the
Scheme is justified, the CA explained, among others, as
follows:

First, regarding the CFl judge’s view that it would be fair
and reasonable to expect the Company to use the same
amount it proposed to use to pay the Special Dividend
to pay a dividend to all shareholders if the scheme were
not implemented, the CA considered that the court
should not hypothesize what and whether dividend can
be expected nor should it “second guess” the directors’
reasoning in their exercise of discretion regarding the
declaration of dividends, or substitute its own view of
what the directors ought fairly to have done. It could not
be said that the intention to revert to the existing
dividend policy, should the privatization fail, must be
unreasonable, if not perverse, if the board of directors in
the exercise of their commercial judgment considered
this to be in the best interests of the Company.

The explanatory statement in Scheme Document
actually made clear that if the Scheme was not
successful, no Special Dividend will be paid but
dividends may only be paid in the future based on the
existing dividend policy. In fact, the Special Dividend is
higher than the dividend that may be declared to all
shareholders because the Special Dividend of such
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amount could only be paid due to the Waiver given
pursuant to the Scheme. Otherwise, the Company would
not have the sufficient reserves to pay such amount of
dividend.

Second, as to the failure to make a viable comparison
regarding the Scheme Consideration of HK$0.42 per
Share, the CA held that the more important
consideration for the Scheme Shareholders is the Total
Price they will get under the Scheme for cancellation of
their Shares and what their Shares are worth in the
market. Sufficient information has been provided.

The CA held that the Scheme Document provided valid
comparisons and an adequate explanation to the
Scheme Shareholders.

Hong Kong Courts’ Basic Principles in_Applying the
Fairness Test for Sanctioning Schemes of Arrangement
Involving Takeover Offers

The CA clarified the fairness test's basic principles for
sanctioning schemes of arrangement involving takeover
offers and the court’s position in handling such kind of
commercial cases.

The fairness test would be satisfied when the scheme is
such that an intelligent and honest person, a member of
the class concerned and acting in respect of his interest,
might reasonably approve. The courts should not dig
into the commercial reasoning of the directors. When the
majority shareholders have approved the scheme after
considering the information in the relevant scheme
documents, the court should be slow to differ from the
shareholders’ majority views, as “businessmen are
much better judges of what is to their commercial
advantage than the court could be”. Applications of
these “shareholders’ autonomy” principles would
enhance certainty of the outcome of privatization
schemes in Hong Kong, presumably leaving fairness
issues such as special deal approval and conflicts
disclosure to be scrutinized by the Securities and
Futures Commission.

This case also serves as a reminder to public companies
and their advisers that they should be careful and
cautious about the sufficiency of disclosure to scheme
shareholders regarding a privatization for meeting both
the majority test and fairness test.
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of SMI
Holdings Group Limited (In Liquidation) (Stock
Code: 198)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on December 10, 2020 that the
listing of the shares of SMI Holdings Group Limited (SMI
Holdings) will be cancelled with effect from 9:00 a.m. on
December 14, 2020 under Rule 6.01A of the Rules

Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (Listing Rules).

Trading in SMI Holdings’ securities has been suspended
since September 3, 2018. Under Rule 6.01A of the
Listing Rules, the Exchange may delist SMI Holdings if
trading does not resume by March 2, 2020.

SMI Holdings failed to fulfill all resumption guidance set
by the Exchange and resume trading in its securities by
March 2, 2020. On May 8, 2020, the Listing Committee
decided to cancel the listing of SMI Holdings’ shares on
the Exchange under Rule 6.01A of the Listing Rules.

On May 19, 2020, SMI Holdings sought a review of the
Listing Committee’s decision by the Listing Review
Committee. On December 1, 2020, the Listing Review
Committee upheld the decision of the Listing Committee
to cancel SMI Holdings’ listing. Accordingly, the
Exchange will cancel SMI Holdings’ listing with effect
from 9:00 am on December 14, 2020.

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

The Exchange advises shareholders of SMI Holdings
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
Launches Sustainable and Green Exchange (STAGE)

On December 1, 2020, Hong Kong Exchanges and
Clearing Limited (HKEX) announced the official launch
of the Sustainable and Green Exchange (STAGE),
Asia’s first multi-asset sustainable investment product
platform, supporting fast-growing global demand for
sustainable finance.

At the heart of the STAGE platform is an online product
repository, which at launch features 29 sustainable-
themed products from leading Asian corporates. These
HKEX-listed sustainable products include sustainability,
green, and transition bonds from issuers across a variety
of sectors including utilities, transportation, property
development and financial services as well as ESG-
related exchange traded products. Over time, the scope
of the product repository will increase across asset
class, industry, in Hong Kong and beyond.

“The opportunities in sustainable finance in Asia are
growing rapidly. There is a need for information about
sustainable products and ESG data, and we hope that
STAGE will help meet that demand,” said Wilfred Yiu,
HKEX's Head of Markets. “STAGE will connect market
participants, issuers and investors, providing a one-stop
shop for reliable green data and products, helping to
drive growth potential, transparency and access to
Asia’s exciting green and sustainable financial market.”

STAGE will allow issuers to provide investors with more
information on their sustainable investment products,
promoting transparency and facilitating access. Issuers
included on STAGE must provide additional voluntary
disclosures on their sustainable investment products,
such as use of proceeds reports, as well as annual post
issuance reports.

This additional information will enable investors to
access a trusted, easy-to-use platform for the region’s
fast growing ‘green sector'. At the same time, the data
will act as a benchmark for issuers seeking to raise
funds for their sustainable projects, and will also
contribute to the standardization of sustainability
metrics.

Globally, in excess of US$30 trillion is invested in the
sustainable finance market, but less than one per cent
of that is in Asia. But with increasing government and

policy support, the business and investment case for
sustainable finance in Asia is stronger than ever.

“HKEX is at the forefront of driving the sustainable
finance agenda in the region. With the launch of STAGE,
we are seeking to support the growth of Asia’s
sustainable finance market by increasing awareness,
accessibility, data availability, and transparency of green
and sustainable investment products. Ultimately, we aim
to guide future capital flows to support our society’s
transition towards sustainability. We are actively
encouraging all regional issuers of green and
sustainable products to consider application for
inclusion on STAGE, in turn helping to build Asian
financial markets’ own sustainability,” said Grace Hui,
HKEX'’s Head of Green and Sustainable Finance.

STAGE is also an online repository of green and
sustainable finance resources, promoting market
education, knowledge sharing and stakeholder
engagement in sustainable finance. This extensive, and
growing resources library providing case studies,
webcast videos, guidance materials, research papers
and other publications aim to help market participants
enrich their understanding of sustainable finance, green
products, ESG integration and sustainable investing.
HKEX is working closely with local, regional and
international partners to further expand the available
content on STAGE.
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Hong Kong Exchanges and Clearing Limited
Announces Stock Connect Expansion
Arrangements

On November 27, 2020, Hong Kong Exchanges and
Clearing Limited (HKEX) announced that its wholly-
owned subsidiary, The Stock Exchange of Hong Kong
Limited (SEHK), has reached an agreement with
Shanghai Stock Exchange (SSE) and Shenzhen Stock
Exchange (SZSE) on the Stock Connect inclusion
arrangements for eligible pre-revenue biotech
companies listed in Hong Kong, as well as for eligible A-
shares listed on the SSE’s Sci-Tech Innovation Board
(STAR Market).

The announcement reflects the ongoing commitment by
the three exchanges to continue enhancing the mutual
market access program between the capital markets of
Mainland China and Hong Kong, to help ensure their
continued healthy development.

Inclusion Arrangements for Companies Listed on STAR
Market

SEHK, SSE and SZSE have previously reached
consensus on the Stock Connect inclusion
arrangements for A+H companies listed on the STAR
Market. Upon further discussions, the three exchanges
have agreed that STAR Market-listed shares that are
constituent stocks of the SSE 180 Index and SSE 380
Index, or have H-share counterparts listed in Hong
Kong, will be eligible for Northbound trading under the
existing Shanghai-Hong Kong Stock Connect
arrangements.

Accordingly, their corresponding H-shares will be
included in Southbound trading of Stock Connect
pursuant to the existing Stock Connect arrangements.

Given the special investor eligibility requirements of the
STAR Market, STAR Market-listed shares will only be
accessible via Northbound trading of Stock Connect by
institutional professional investors as defined under
relevant Hong Kong rules. The relevant rules for the
arrangement are subject to regulatory approval in Hong
Kong and Mainland China.

The three exchanges will actively engage in business
and technical preparations and expect inclusion to take
place in early 2021 after market preparations are
complete.

Inclusion Arrangements for Biotech Companies Listed in
Hong Kong

The three exchanges have also agreed that shares of
pre-revenue biotech companies listed under Chapter
18A of Hong Kong’s Main Board Listing Rules that are
eligible constituent stocks of the Hang Seng Composite
Index, or have corresponding A-shares listed on SSE or
SZSE, will be included in Southbound trading of Stock
Connect under the existing Stock Connect
arrangements.

Shares of biotech companies that are H-shares in STAR
Market-listed A+H companies will be included in
Southbound trading of Stock Connect pursuant to the
inclusion arrangements for STAR Market-listed shares
mentioned above.

The exchanges expect the inclusion of pre-revenue
biotech stocks to take place one month from the date of
this announcement. For the avoidance of doubt, the
inclusion of biotech shares in Hong Kong whose stock

5



J M L

names do not end with the marker “B”, or those that are
already eligible for Southbound trading at the time of this
announcement, will not be affected by this arrangement.
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Wuzhou
International Holdings Limited (Stock Code: 1369)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on December 4, 2020 that the
listing of the shares of Wuzhou International Holdings
Group Limited (Wuzhou) will be cancelled with effect
from 9:00 a.m. on December 8, 2020 under Rule 6.01A
of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (Listing Rules).

Trading in Wuzhou's securities has been suspended
since September 3, 2018. Under Rule 6.01A of the
Listing Rules, the Exchange may delist Wuzhou if
trading does not resume by March 2, 2020.

Wuzhou failed to fulfill all resumption guidance set by the
Exchange and resume trading in its securities by March
2, 2020. On March 13, 2020, the Listing Committee
decided to cancel the listing of Wuzhou'’s shares on the
Exchange under Rule 6.01A of the Listing Rules.

On March 24, 2020, Wuzhou sought a review of the
Listing Committee’s decision by the Listing Review
Committee. On November 25, 2020, the Listing Review
Committee upheld the decision of the Listing Committee
to cancel Wuzhou's listing. Accordingly, the Exchange
will cancel Wuzhou's listing with effect from 9:00 am on
December 8, 2020.

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

The Exchange advises shareholders of Wuzhou 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 Haitian
Energy International Limited (In Provisional
Liquidation) (Stock Code: 1659)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on December 2, 2020 that the
listing of the shares of Haitian Energy International
Limited (Haitian Energy) will be cancelled with effect
from 9:00 am on December 7, 2020 under Rule 6.01A of
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (Listing Rules).

Trading in Haitian Energy’s shares has been suspended
since February 25, 2019. Under Rule 6.01A of the
Listing Rules, the Exchange may delist Haitian Energy if
trading does not resume by August 24, 2020.

Haitian Energy failed to fulfill any of the resumption
guidance set by the Exchange and resume trading in its
shares by August 24, 2020. On November 20, 2020, the
Listing Committee decided to cancel the listing of Haitian
Energy’s shares on the Exchange under Rule 6.01A of
the Listing Rules.

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

The Exchange advises shareholders of Haitian Energy
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
Publishes Consultation Paper on Main Board Profit
Requirement

On November 27, 2020, The Stock Exchange of Hong
Kong Limited (the Exchange), a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing
Limited (HKEX), published a consultation paper on the
Main Board Profit Requirement (the Consultation
Paper).

HKEX Head of Listing Bonnie Y Chan said: “Our
proposal to increase the profit requirement for a Main
Board Listing will enhance the distinction between a
Main Board and GEM listing in Hong Kong, offer issuers
clearer choice, and investors greater clarity. The
proposal is part of our ongoing commitment to enhance
market quality, and to further strengthen Hong Kong's
role as Asia’s premier international financial centre.”

The minimum profit requirement under Main Board Rule
8.05(1)(a) (Profit Requirement) has not been changed
since its introduction in 1994. Since the minimum market
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capitalization requirement under Main Board Rule
8.09(2) (Market Capitalization Requirement) was
increased from HK$200 million to HK$500 million in
2018, the Exchange has seen an increase in listing
applications from issuers that marginally met the Profit
Requirement, but had relatively high proposed market
capitalizations.

The Exchange believes this misalignment of the Profit
Requirement, with the increased Market Capitalisation
Requirement, has raised regulatory concerns as to the
quality of companies seeking Main Board Listings.
Consequently, the Exchange is proposing to increase
the Profit Requirement by either 150 per cent, based on
the percentage increase in the Market Capitalisation
Requirement in 2018 (Option 1) (The minimum profit
attributable to shareholders will be increased, from
HK$20 million to HK$50 million in respect of the most
recent financial year of the trading record period, and
from HK$30 million to HK$75 million in respect of the two
preceding financial years); or by 200 per cent, based on
the approximate percentage increase in the average
closing price of the Hang Seng Index from 1994 to 2019
(Option 2) (The minimum profit attributable to
shareholders will be increased, from HK$20 million to
HK$60 million in respect of the most recent financial
year of the trading record period, and from HK$30 million
to HK$90 million in respect of the two preceding financial
years).

Recognizing the impact that such proposal might have
on companies which have already commenced their
listing preparations, the Exchange also proposes
introducing transitional arrangements if the increment
proposal is adopted. The Exchange will also introduce
temporary conditional relief from the increased Profit
Requirement to facilitate the listing of quality companies
whose financial results have been temporarily and
adversely affected by the COVID-19 pandemic and the
economic downturn (each application will be considered
on a case by case basis).

The Exchange invites broad market feedback on the
substance of its proposals. The two-month public
comment period will end on Monday, February 1, 2021.

The Consultation Paper is available on HKEX website:
https://www.hkex.com.hk/-/media/HKEX-
Market/News/Market-Consultations/2016-
Present/November-2020-MB-Profit-
Requirement/Consultation-Paper/cp202011.pdf?la=en.
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Hong Kong Securities and Futures Commission
Provides Additional Guidance on External
Electronic Data Storage

On December 10, 2020, Hong Kong Securities and
Futures Commission (SFC) released additional
guidance to market participants on external electronic
data storage in response to questions from licensed
corporations and other stakeholders.

The guidance, in the form of frequently asked questions
(FAQSs), follows the SFC'’s circular on October 31, 2019
(Circular) setting out requirements for using external
electronic data storage providers (EDSPs) to exclusively
keep records or documents required under the
Securities and Futures Ordinance (SFO) or the Anti-
Money Laundering and Counter-Terrorist Financing
Ordinance. Under section 130 of the SFO, a licensed
corporation shall not use any premises for the keeping
of records or documents relating to the carrying on of the
regulated activity for which it is licensed without the
SFC'’s prior written approval.

As an alternative means of satisfying the requirements
in the circular, the SFC will accept an undertaking from
each of the licensed corporation’s two Managers-In-
Charge (MICs) of Core Function or, with the SFC’s
consent, one MIC or one Responsible Officer. If a
licensed corporation keeps electronic regulatory records
exclusively with an EDSP, paragraphs 9(a) and 9(b) of
the Circular require the licensed corporation to obtain
the countersignature of a Hong Kong EDSP to a notice
given by the licensed corporation or an undertaking from
a non-Hong Kong EDSP.

The SFC also made consequential changes to its FAQs
on premises for business and record Kkeeping:
https://lwww.sfc.hk/en/fags/intermediaries/licensing/Pre
mises-for-business-and-record-keeping
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Source Ej&:
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Market Misconduct Tribunal Finds Insider Dealing in
Shares of China Gas Holdings Limited

On December 10, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that the Market
Misconduct Tribunal (MMT) has found that Mr. Cheng
Chak Ngok (Cheng), former executive director, chief
financial officer and company secretary of ENN Energy
Holdings Limited (ENN Energy), had engaged in insider
dealing in the shares of China Gas Holdings Limited
(China Gas) in 2011 following a retrial. The report of the
case can be found at
https://lwww.mmt.gov.hk/eng/reports/Report_of China_
Gas_dated_30Nov2020.pdf.

In March 2017, the MMT found that Cheng had not
engaged in insider dealing in the shares of China Gas.
The SFC appealed against the MMT’s decision.

In September 2018, the Court of Appeal allowed the
SFC'’s appeal and ordered the matter to be remitted to a
differently constituted tribunal to determine solely the
question of whether Cheng had dealt in the shares of
China Gas.

On November 30, 2020, the MMT concluded after the
retrial that it is more probable than not that Cheng had
dealt in the shares of China Gas after considering that:

e Cheng was not a credible witness and no weight
was attached to his evidence;

e Cheng had made arrangements to open a hominee
account at Bank of China Hong Kong and to gain
access to the bank statements;

e there was a clear correlation between the trading of
China Gas shares and the acquisition of inside
information by Cheng; and
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e the sources of the orders placed via the internet
(through the IP address at ENN Energy'’s office) and
smartphones correlated with Cheng’s whereabouts.

The MMT, which concluded that neither the nominee nor
some unidentified individual would have been in a
position to place the orders, will determine the sanctions
against Cheng at a later date.
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Hong Kong Securities and Futures Commission
Consults on Investor Identification

On December 4, 2020, Hong Kong Securities and
Futures Commission (SFC) launched a consultation on
proposals to introduce investor identification for the
securities market in Hong Kong. Introducing an investor
identification regime for the Hong Kong market was one
of the SFC's strategic priorities outlined in its Annual
Report 2018-19 released in June 2019. Investor
identification measures are in place in other major
overseas markets including in the United States,
Europe, Australia and Singapore. The proposed regime
is expected to be implemented in 2022 at the earliest.

Under the proposed investor identification regime,
licensed corporations and registered institutions would
submit clients’ names and identity document information
to a data repository. Before submitting an individual
client's name and identity document information to a
data repository, licensed corporations and registered
institutions must comply with the Personal Data
(Privacy) Ordinance by obtaining the client's express
consent to do so and ensuring that the client is fully
aware of the purposes for which the personal data is to
be used. Clients who have not provided the required
consent could continue to sell or withdraw their
securities but would not be able to make further
securities purchases or deposits. This will allow the SFC
to identify investors who place securities orders.
Currently, the trading system used by SEHK only
captures information about exchange participants and
not the identities of the clients instructing securities
orders. Under the proposed regime, each on-exchange
securities order and off-exchange trade reported to
SEHK will be tagged with a Broker-Client Assigned
Number (BCAN) which is unique to each client. Where
necessary, this will enable the SFC to map the order or
trade to the client identity information stored in a data
repository together with the BCAN.

The proposed requirements would apply at the trading
level to on-exchange orders for securities listed or
traded on the Stock Exchange of Hong Kong (SEHK) as
well as reportable off-exchange trades of these
securities. A separate securities transactions reporting
regime is proposed for over-the-counter (OTC)
securities transactions in ordinary shares and real estate
investment trusts listed on SEHK.

Market participants and other interested parties are
invited to submit their comments to the SFC on or before
4 March 2021 via the SFC website (www.sfc.hk), by
email (HKIDR_OTCR_consultation@sfc.hk), by post or
by fax to 2521 7917.
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Hong Kong Securities and Futures Commission
Hong Kong Securities and Futures Commission
Announces that Amendments to the Code on Real
Estate Investment Trusts (REIT Code) Have Taken
Effect

On December 4, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that
amendments to the Code on Real Estate Investment
Trusts (REIT Code) have taken effect. The final
amendments to the REIT Code were set out in the
Consultation Conclusions on Proposed Amendments to
the Code on Real Estate Investment Trusts published on
November 27, 2020. The amendments were gazetted on
December 4, 2020 and became effective immediately.

On June 9, 2020, the SFC launched a two-month
Consultation on Proposed Amendments to the Code on
Real Estate Investment Trusts (REIT Code). Key
proposals included (i) allowing REITs to make
investments in minority-owned properties subject to
various conditions, (ii) allowing REITs to make
investments in property development projects in excess
of the existing limit of 10% of gross asset value (GAV)
subject to unitholders’ approval and other conditions, (iii)
increasing the borrowing limit for REITs from 45% to
50% of GAV and (iv) broadly aligning the requirements
for REITs’ connected party transactions and notifiable
transactions with the requirements for listed companies.
The amendments will provide Hong Kong Real Estate
Investment Trusts (REITs) with more flexibility in making
investments.

The proposals, which received broad support from REIT
managers, trustees, industry associations, investment
banks, valuers, law firms and individuals will be
implemented with some modifications to clarify specific
requirements such as those which apply to minority-
owned properties.

For connected party transactions which were entered
into before December 4, 2020, a transitional period of six
months will be allowed for REITs to comply with the
revised requirements.

Frequently Asked Questions on the SFC website have
been revised to reflect the changes to the REIT Code.
The SFC’s circular regarding vetting and approval of
announcements and circulars has also been updated.

Please refer to this website for the full texts of the
Consultation Conclusions:
https://apps.sfc.hk/edistributionWeb/api/consultation/op
enFile?lang=EN&refNo=20CP2.
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Hong Kong Commences Legal Proceedings Against
New Ray Medicine International Holding Limited and
its Former Top Executives

On November 30, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that it has
commenced legal proceedings in the Court of First
Instance under section 214 of the Securities and Futures
Ordinance (SFO) to seek disqualification orders against
former chairman and executive director of New Ray
Medicine International Holding Limited (New Ray), Mr.
Zhou Ling (Zhou), and the company’s former chief
executive officer and executive director, Mr. Dai Haidong
(Dai), for allegedly committing corporate misconduct
and breaching their duties towards New Ray.

New Ray’s shares were listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited on
October 25, 2013 and its listing was transferred to the
Main Board on June 16, 2015. New Ray is an
investment holding company and the New Ray group
principally engaged in the trading of pharmaceutical
products in the Mainland.

Under section 214 of the SFO, the court may, inter alia,
make orders to disqualify a person from being a director
or being involved, directly or indirectly, in the
management of any corporation for a period of up to 15
years, if the person is found to be wholly or partly
responsible for the company’s affairs having been
conducted in a manner, among other things, involving
defalcation, fraud, misfeasance or other misconduct
towards its members. The SFC is also seeking a court
order in the same legal proceedings for Zhou to pay
compensation to New Ray.

The SFC'’s action follows an investigation into suspicious
payments and undisclosed arrangements between New
Ray’s senior executives and the counterparties of
transactions involving New Ray which took place in 2015
and 2017. In this connection, the SFC alleges that after
the counterparties received payments from New Ray,
significant amounts were then paid to Zhou and Dai.
When New Ray’s board of directors considered and
approved these transactions, Zhou and Dai did not
declare their personal interest in the transactions, nor
disclosed to the board that the counterparties might not
be independent third parties.

Specifically, the SFC alleges that (i) Zhou and Dai
breached their duties as directors of New Ray; (ii) Zhou
obtained a secret profit of HK$26 million from
transactions which he caused New Ray to enter into;
and (iii) Zhou caused New Ray'’s subsidiary to enter into
a number of artificial transactions which required New
Ray to pay substantial upfront payments to one of the
counterparties. The aforesaid artificial transactions
were not genuinely conducted for the commercial benefit
of New Ray but resulted in substantial liquid capital
being diverted to that counterparty.

The SFC suspended trading in New Ray’s shares on
October 6, 2017. The trading suspension was initiated
by the SFC pursuant to section 8(1) of the Securities and
Futures (Stock Market Listing) Rules.

On August 14, 2020, the SFC issued restriction notices
to China Gather Wealth Financial Company Limited and
Power Securities Company Limited prohibiting them
from dealing with or processing certain assets held in
Zhou's accounts so that there will be funds available for
Zhou to pay compensation to New Ray if so ordered by
the court.
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U.S. Commodity Futures Trading Commission
Unanimously Approves Final Rules Related to
Margin Requirements for Uncleared Swaps for Swap
Dealers and Major Swap Participants

On December 8, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) approved two final rules
related to margin requirements for uncleared swaps for
swap dealers (SD) and major swap participants (MSP).

Minimum Transfer Amount

CFTC unanimously approved a final rule that amends
the margin requirements for uncleared swaps for SDs
and MSPs for which there is no prudential regulator
(CFTC Margin Rule). The final rule permits the
application of a minimum transfer amount (MTA) up to
US$50,000 for each separately managed account of a
legal entity that is a counterparty to an SD or MSP in an
uncleared swap transaction, and also permits the
application of separate MTAs for initial margin (IM) and
variation margin.

Material Swaps Exposure Definition and Initial Margin
Calculation

CFTC unanimously approved a final rule that amends
the CFTC Margin Rule’s definition of material swaps
exposure (MSE) by revising the method for calculating
the average aggregate notional amount of uncleared
swaps and other financial products (AANA) for
determining MSE. More specifically, the final rule
changes the period for calculating AANA from June, July,
and August of the prior year, to March, April, and May of
the current year, requiring the averaging of month-end
AANA instead of daily AANA over the three-month
calculation period. The final rule also establishes
September 1 of each year as the date for determining
MSE after the end of the phased compliance schedule
for IM.

Remarks

These amendments to the definition of MSE align the
CFTC Margin Rule with the Basel Committee on
Banking Supervision and the International Organization
of Securities Commissions’ Framework for margin
requirements for non-centrally cleared derivatives with
respect to the method of calculation of AANA for
determining whether an entity comes within the scope of
the IM requirements at the end of the last phase of
compliance with the margin requirements and the timing
of compliance after the last phase of compliance.

In addition, the final rule amends the CFTC Margin Rule
to allow SDs and MSPs subject to the rule to use the
risk-based model calculation of IM of a counterparty that
is a CFTC-registered SD or MSP to determine the
amount of IM to be collected from the counterparty and

13



J M L

to determine whether the IM threshold amount for the
exchange of IM has been exceeded such that
documentation concerning the collection, posting, and
custody of IM would be required.
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U.S. Commodity Futures Trading Commission
Unanimously Approves Final Rules Related to Swap
Execution Facilities and Withdraws Unadopted
Proposals

On December 8, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) announced that it has
approved two final rules related to swap execution
facilities (SEFs), and withdrawn proposals that were not
adopted. The CFTC approved these items in advance of
the Open Meeting.

Audit  Trail, Financial Resources, and CCO
Requirements of SEFs

CFTC unanimously approved a final rule to amend
CFTC Regulation Part 37 addressing operational issues
facing SEFs and their market participants in connection
with the CFTC’s regulatory requirements for a SEF's
audit trail data, financial resources, and chief
compliance officer (CCO). Specifically, the rule updates
the following elements of the SEF regulatory regime:

e Audit trail data: The final rule eliminates the
requirement for a SEF to capture and retain
post-execution allocation information in its audit
trail data.

e Financial resources: The final rule applies the
existing Core Principle 13 financial resources
requirements to SEF operations in a less
burdensome manner, including through
amendments to the existing six-month liquidity
requirement and the addition of new acceptable
practices providing further guidelines to SEFs
for making a reasonable calculation of their
projected operating costs.

e CCO: The final rule streamlines requirements
for the CCO position, allows SEF management
to exercise greater discretion in CCO oversight,
and simplifies the preparation and submission of
the required annual compliance report.

Exemptions from Swap Trade Execution Requirement

CFTC unanimously approved a final rule that
establishes two exemptions from the statutory
requirement to execute certain types of swaps on a
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SEF or a designated contract market. The first such
exemption applies to a swap that qualifies for, and
meets the associated requirements of, any exception or
exemption under Part 50 of the CFTC's regulations.
The second codifies relief provided under CFTC Staff
Letter No. 17-67, and prior staff letters, and applies to a
swap that is entered into by eligible affiliate
counterparties and cleared, regardless of the affiliates’
ability to claim the inter-affiliate clearing exemption
under CFTC Regulation Part 50.52.

Withdrawal of Unadopted Proposals in the 2018 SEF
Proposed Rule: Swap Execution Facilities and Trade
Execution Requirement

CFTC unanimously approved the withdrawal of the
unadopted portions of the 2018 Swap Execution
Facilities and Trade Execution Requirement Proposed
Rule.
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U.S. Commodity Futures Trading Commission
Approves Two Final Rules at December 8 Open
Meeting

On December 8, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) at its open meeting

approved the following final rules:

Electronic Trading Risk Principles

CFTC approved amendments to CFTC Regulation Part
38 to address the potential risk of a designated contract
market’s (DCM) trading platform experiencing a market
disruption or system anomaly due to electronic trading.
The final rules set forth three principles applicable to
DCMs concerning:

e the implementation of exchange rules
applicable to market participants to prevent,
detect, and mitigate market disruptions and
system anomalies associated with electronic
trading;

e the implementation of exchange-based pre-
trade risk controls for all electronic orders; and

e prompt notification to CFTC staff of any
significant market disruptions on their electronic
trading platforms.

In addition, the final rules include acceptable practices,

which provide that a DCM can comply with these
principles by adopting and implementing rules and risk
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controls reasonably designed to prevent, detect, and
mitigate market disruptions and system anomalies
associated with electronic trading.

The rule is effective upon publication in the U.S. Federal
Register. DCMs must be in full compliance with the
requirements of this rule within 180 calendar days after
the effective date.

Part 190 Bankruptcy Regulations

CFTC unanimously approved amendments to CFTC
Regulation Part 190, which governs bankruptcy
proceedings of commodity brokers. The amendments
comprehensively update Part 190 to reflect current
market practices and lessons learned from past
commodity broker bankruptcies.

The rule is effective 30 days after publication in the U.S.
Federal Register.
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U.S. Commodity Futures Trading Commission
Orders Vitol Inc. to Pay US$95.7 Million for
Corruption-Based Fraud and Attempted
Manipulation

issued an order filing and settling charges against Vitol
Inc., an energy and commodities trading firm, for
manipulative and deceptive conduct. The conduct,
which spanned from 2005 to early 2020, involved foreign
corruption and physical and derivatives trading in the
U.S. and global oil markets, including attempted
manipulation of two S&P Global Platts physical oil
benchmarks. The order requires Vitol to pay more than
US$95 million in civii monetary penalties and
disgorgement.

The order finds that Vitol committed fraud by making
corrupt payments (e.g., bribes and kickbacks) to
employees and agents of certain state-owned entities
(SOEs) in Brazil, Ecuador, and Mexico to obtain
preferential treatment and access to trades with the
SOEs to the detriment of the SOEs and other market
participants. Vitol concealed its fraud by funneling the
corrupt payments through offshore bank accounts or to
shell entities, and at times, issuing deceptive invoices for
purported “market intelligence” or “sell support.” Vitol
engaged in this conduct to secure unlawful competitive
advantages in trading physical oil products and
derivatives.

The order further finds that Vitol committed fraud by
making corrupt payments to employees and agents of
the Brazilian SOE in exchange for confidential
information, including confidential material involving
Vitol's trading in physical oil and derivatives. This
material included at times the specific price information,
referred to internally at Vitol as the “gold number” at
which Vitol understood it would win a supposedly
competitive bidding or tender process. The order also
finds that in August 2014 and July 2015, Vitol acted to
manipulate two Platts fuel oil benchmarks for the
purpose of benefiting Vitol's related physical and
derivatives positions, including positions obtained while
in possession of confidential information. By attempting
to manipulate such benchmarks, Vitol was also
attempting to manipulate (and would have distorted)
numerous futures, swaps, and other derivatives and
physical trades that price in reference to those
benchmarks. If successful, such conduct would have
been to the detriment of market participants who held
opposing positions, including Vitol's counterparties, or
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those who rely on the benchmarks as an untainted price
reference for U.S. physical or derivative trades.

The CFTC's order finds that Vitol's fraudulent and
manipulative conduct, including conduct relating to
foreign corruption, defrauded its counterparties, harmed
other market participants, and undermined the integrity
of the U.S. and global physical and derivatives oil
markets. This case is the first action brought by the
CFTC involving foreign corruption.
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U.S. Securities and Exchange Commission
Modernizes Framework for Fund Valuation
Practices

On December 3, 2020, the U.S. Securities and
Exchange Commission (SEC) voted to adopt a new rule
providing a framework for fund valuation practices. New
rule 2a-5 under the Investment Company Act of 1940
(the Act) establishes requirements for determining fair
value in good faith for purposes of the Act. The rule will
permit boards, subject to board oversight and certain
other conditions, to designate certain parties to perform
the fair value determinations. The rule also defines when
market quotations are “readily available” for purposes of
the Act, the threshold for determining whether a fund
must fair value a security. The SEC also adopted new
rule 3la-4, which provides the recordkeeping
requirements associated with fair value determinations.

Fair Value As Determined in Good Faith

New rule 2a-5 will require the performance of certain
functions in order to determine in good faith the fair value
of a fund’'s investments. These functions include
periodically assessing and managing material risks
associated with fair value determinations, selecting,
applying and testing fair value methodologies, and
overseeing and evaluating any pricing services used.

Performance of Fair Value Determinations

Under the Act, securities and assets without readily
available market quotations are valued at fair value as
determined in good faith by a fund’s board of directors.
The rule confirms that a board can make this
determination itself. The rule also permits a board to
assign the determination to a “valuation designee,”
subject to additional conditions and oversight
requirements. The valuation designee may be the fund’s
investment adviser or, if the fund is internally managed,
an officer of the fund. If the board designates the
determination of fair value to a valuation designee,
certain additional requirements apply, including:
e Board oversight of the valuation designee;
e Periodic and prompt reporting to the board; and
e Clear specification of the titles and functions of
the persons responsible for fair value
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determinations, and reasonable segregation of
duties among the designee’s personnel.

In addition, because a unit investment trust (UIT) does
not have a board or investment adviser, the rule
requires a UIT’s trustee or depositor to determine fair
value in good faith.

Recordkeeping

In connection with the adoption of new rule 2a-5, the
Commission also adopted new rule 31a-4 under the Act.
This rule will require funds or their advisers to maintain
appropriate documentation to support fair value
determinations and, where applicable, documentation
related to the designation of the valuation designee.

Readily Available Market Quotations

Under the Act, fund investments must be fair valued
where market quotations are not “readily available.” The
new rule provides that a market quotation is readily
available only when that quotation is a quoted price
(unadjusted) in active markets for identical investments
that the fund can access at the measurement date,
provided that a quotation will not be readily available if it
is not reliable.

Rescission _of Prior SEC Releases and Review of
Relevant Staff Guidance

In view of the new rule’s modernized framework for fund
valuation, the SEC will rescind two releases, Accounting
Series Release 113 (ASR 113) and Accounting Series
Release 118 (ASR 118), which provide SEC guidance
on, among other things, how to determine fair value for
restricted securities. In addition, certain additional SEC
guidance, staff letters and other staff guidance
addressing a board’s determination of fair value and
other matters will be withdrawn or rescinded.

Remarks

The SEC last addressed valuation practices under the
Act in a comprehensive manner in a pair of releases
over 50 years ago. Since then, markets and fund
investment practices have evolved considerably. Many
funds now engage third-party pricing services to provide
pricing information, particularly for thinly traded or more
complex assets. In addition, significant regulatory
developments have altered how boards, investment
advisers, independent auditors, and other market
participants address valuation under the federal
securities laws of U.S. The new rules recognizes and

reflects these changes, including the important role that
funds’ investment advisers may play and the expertise
they may provide.
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U.S. Securities and Exchange Commission Adopts
Rules to Modernize Key Market Infrastructure
Responsible for Collecting, Consolidating, and
Disseminating Equity Market Data

On December 9, 2020, the U.S. Securities and
Exchange Commission (SEC) adopted rules to
modernize the infrastructure for the collection,
consolidation, and dissemination of market data for
exchange-listed national market system stocks (NMS
market data). This infrastructure has not been
significantly updated since its initial implementation in
the late 1970s. The adopted rules update and
significantly expand the content of NMS market data to

better meet the diverse needs of investors in the current
equity markets. The adopted rules also update the
method by which NMS market data is consolidated and
disseminated, by fostering a competitive environment
and providing for a new decentralized model that
promises reduced latency and other new efficiencies.

Current Requlatory Framework

NMS market data is made widely available to investors
through the national market system, a system set forth
by U.S. Congress in Section 11A of the Securities
Exchange Act of 1934 (Exchange Act) and facilitated by
the SEC in Regulation NMS. The current national
market system for NMS information was developed in
the late 1970s. This system features a centralized
consolidation model in which the national securities
exchanges and the U.S. Financial Industry Regulatory
Authority (collectively, the “SROs") act jointly under the
Equity Data Plans to provide specified NMS market data
for each NMS stock to exclusive securities information
processors (SIPs). The exclusive SIPs then consolidate
that information and disseminate a national best bid and
national best offer (NBBO) and last sale information.
While the SEC has been monitoring the effectiveness of
its NMS rules and has revised certain rules, the SEC has
not significantly updated the rules that govern the
content and dissemination of NMS market data since
their initial implementation in the late 1970s, even
though technologies as well as business and trading
practices have changed dramatically since then.

Market Developments

Significant technological changes have occurred since
the 1970s and the enactment of Section 11A in the 1975
amendments to the Exchange Act. In particular, the
combination of technological advances and order
routing and trading strategies have greatly increased the
speed and automation of markets, making trading more
market data dependent, in terms of content, access, and
processing speed. In response, exchanges have
developed enhanced proprietary data and connectivity
products. The content and latency differentials between
SIP data and the proprietary market data products
disseminated directly by the exchanges have become
increasingly important.

Adopted Rules

The content of NMS market data and the model for
collecting, consolidating, and disseminating NMS
market data have not kept pace with the needs of market
participants. The rules adopted seek to address this
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concern in two fundamental ways: (1) the rules update
and expand the content of NMS market data; and (2) the
rules establish a decentralized consolidation model in
which competing consolidators, rather than the
exclusive SIPs, will be responsible for collecting,
consolidating, and disseminating consolidated market
data to the public.

Content of NMS Market Data

As illustrated in the examples provided in the chart
below, the rules adopted update and expand the content
of NMS market data to include: (1) information about
orders in share amounts smaller than the current round
lot size (e.g., 100 shares); (2) information about certain
orders that are outside of an exchange’s best bid and
best offer (i.e., certain depth of book data); and (3)
information about orders that are participating in opening,
closing, and other auctions.

Previous NMS
Market Data

The price, size
and exchange of
the last sale of
the NMS stock,
including odd-lot
transactions.

BBOs for each

New NMS Market
Data
No Change.

Last sale
data/tran
saction
reports

Best bid
and best
offer

(“BBO")

BBOs for each SRO
SRO in round lot | in revised round lot
sizes (e.g., 100 | sizes based on the
shares). new “round lot”
definition:

e US$250.00
or less per
share:
round lot =
100 shares;

e US$250.01
to
US$1,000.0
0 per share:
round lot =
40 shares;

¢ US$1,000.0
1 to
US$10,000.
00 per
share:
round lot =
10 shares;
and

¢ US$10,000.
01 or more
per share:
round lot =1
share.

National NBBO is based | NBBO will be based
best bid on the round lot | on the new round lot
and size quotations. size quotations.
national
best offer
Odd-lot Not included. Odd-lot quotations
guotation at a price greater
S than or equal to the
national best bid
(NBB) and less than
or equal to the
national best offer
(NBO), aggregated
at each price level at
each SRO.
Protecte | Protected Protected
d quotations are in | quotations will be in
guotation | round lots. new round lots.
S
Depth of | Notincluded. New “depth of book
book data” will include
data quotation sizes at
each national
securities exchange
and on a facility of a
national  securities
association at each
of the next five
prices at which there
is a bid that is lower
than the NBB and
offer that is higher
than the NBO.
Auction A limited range of | New “auction
informati | auction information” will
on information was | include any
provided by the | information
Equity Data | specified by SRO
Plans, such as | rules or effective
reopening NMS Plans that is
auction generated by an
information SRO leading up to
following Limit- | and  during an
Up Limit-Down | auction, including
(LULD) pauses | opening, reopening,
and certain | and closing
auction auctions, and
information of the | publicly
New York Stock | disseminated during
Exchange. the time periods and
at the time intervals
provided in such
rules and plans.
SRO- Information All  current SRO-
specific regarding SRO- | specific program
program | specific data plus any
data programs, such | additional data

elements defined as
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as retail liquidity | such pursuant to the
programs. effective national
market system
plan(s) required
under Rule 603(b).
Over-the- | OTCBB This information will
counter quotation and | not be included in
bulletin transaction data | NMS market data
board and certain | under the rules
(OTCBB) | “concurrent use” | adopted.
and data (i.e.,
concurre | corporate bond
nt use and index data)
data is offered in
connection  with
current NMS
market data.
Regulato | Includes All current regulatory
ry data information data plus a new
regarding short | indicator for
sale circuit | applicable round lot
breakers, trading | sizes and  any
pauses, additional regulatory
regulatory halts | data elements
and official | defined as such
opening and | pursuant to the
closing prices of | effective national
the primary | market system
listing plan(s) required
exchanges. under Rule 603(b).
Administ | Includes All current
rative messages administrative data
data specifying plus any additional
identifiers for | data elements
market centers | defined as such
and issue | pursuant to the
symbols and | effective national
messages market system
regarding the | plan(s) required
beginning  and | under Rule 603(b).
end of trading
sessions.

Decentralized Consolidation Model

The rules adopted also introduce a decentralized
consolidation model under which competing
consolidators, rather than the existing exclusive SIPs,
will collect, consolidate, and disseminate certain NMS
information. To support this decentralized model, the
rules require each SRO to make available the data that
is necessary to generate consolidated market data to
two new categories of entities: (1) competing
consolidators, which will be responsible for collecting,
consolidating, and disseminating consolidated market
data products to the public; and (2) self-aggregators,
which will be brokers, dealers, SROs, and investment

advisers registered with the SEC that elect to collect and
consolidate market data solely for their internal use.

Competing consolidators will be required to register with
the SEC under new Rule 614 of Regulation NMS. All
competing consolidators will be subject to certain
standards with respect to the promptness, accuracy,
reliability, and fairness of their operations, and
competing consolidators meeting a market share
threshold that are “SCI competing consolidators” will be
subject to Regulation Systems Compliance and Integrity
(SCI). Self-aggregators will not be required to register
with the SEC in a separate capacity.
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Source Ej&:
https://www.sec.gov/news/press-release/2020-311

U.S. Securities and Exchange Commission Charges
The Cheesecake Factory For Misleading COVID-19
Disclosures

On December 4, 2020, the U.S. Securities and
Exchange Commission (SEC) announced settled
charges against The Cheesecake Factory Incorporated
for making misleading disclosures about the impact of
the COVID-19 pandemic on its business operations and
financial condition. The action is the SEC's first charging
a public company for misleading investors about the
financial effects of the pandemic.

As set forth in the SEC's order, in its SEC filings on
March 23 and April 3, 2020, The Cheesecake Factory
stated that its restaurants were "operating sustainably"
during the COVID-19 pandemic. According to the order,
the filings were materially false and misleading because
the company's internal documents at the time showed
that the company was losing approximately US$6 million
in cash per week and that it projected that it had only 16
weeks of cash remaining. The order finds that although
the company did not disclose this internal information in
its March 23 and April 3 filings, the company did share
this information with potential private equity investors or
lenders in connection with an effort to seek additional
liquidity. The order also finds that, although the March
23 filing described actions the company had undertaken
to preserve financial flexibility during the pandemic, it
failed to disclose that The Cheesecake Factory had
already informed its landlords that it would not pay rent
in April due to the impacts that COVID-19 inflicted on its
business.

The SEC's order finds that The Cheesecake Factory
violated reporting provisions of the U.S. federal
securities laws. Without admitting the findings in the
order, The Cheesecake Factory agreed to pay a
US$125,000 penalty and to cease-and-desist from
further violations of the charged provisions.

XEIESZHZERSEEZ RHBTEHIR S 2019
BRIK SRR =

2020 125 4H, XEIEHFXHZRE (EEIEXRSR)
BEHE5E XHE TN S (The Cheesecake Factory
Incorporated) (£ &15), Hzt 2019 F AR FZFHK(COVID-
19) IR KRBT EH W FizE MY SRR A m 1 H 59
EEMWENER, ERAE. LEEXEILEXSEHX
RIZERKXRTERNYSE MR AENRS ISR
—xX EWMAF,

RIBXEMRXSGS, THREE 2020 £ 3 B 23 HE
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JT7E COVID-19 £ Bk K 4T BR B &b T T HFEE 2 E R
RIEGS, XEXHLREZEROTMRSHEN, EX
ZA S SRR B RIZATEARK KL 600 7
ExUl&, FEMIHMXER 16 AllE. Zm{iAA, R
BiZNEEHEE3I B 238M4 A 3EMNXGTIREILLRN
HES, EBiZAIRILEBRENMABREEERELRA
HETXEFELR, UIFKEZHRHNEAS. ZWSHELR
M, RE 3 A 28 BHUXHHEHR TIZATAESIRKRT
HEREM S REEMRBATE, BIZASHKRERE
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TERBELEMANE, BT COVID-19 XFH K&K
¥, E¥E 4 BAZAEE.

EEERESNGING, ZRPBERT ZEKBIESE
MIRERE . ZRPRERKALTINGSTHNRAELE

BT, BE SEﬁ 125 000 =JTHISIER, FHEIERIFIE#H
—HiE R ZIEEAII
Source EJ&:

https://www.sec.gov/news/press-release/2020-306

U.S. Securities and Exchange Commission Orders
BlueCrest to Pay US$170 Million to Harmed Fund
Investors

On December 8, 2020, the U.S. Securities and
Exchange Commission (SEC) announced that UK-
based investment adviser BlueCrest Capital
Management Limited has agreed to pay US$170 million
to settle charges arising from inadequate disclosures,
material misstatements, and misleading omissions
concerning its transfer of top traders from its flagship
client fund, BlueCrest Capital International (BCI), to a
proprietary fund, BSMA Limited, and replacement of
those traders with an underperforming algorithm. The
SEC will distribute the US$170 million to harmed
investors.

According to the SEC’s order, BlueCrest created BSMA
to trade the personal capital of BlueCrest personnel
using primary trading strategies that overlapped with
BCI's. As set forth in the order, members of BlueCrest’s
governing body, which made the relevant decisions
regarding BSMA, had a 93 percent ownership interest in
BSMA that peaked at US$1.79 billion compared to its
ownership interest of approximately US$619 million in
BCI.

The order finds that, over more than four years,
BlueCrest made inadequate and misleading disclosures
concerning BSMA'’s existence, the movement of traders
from BCI to BSMA, the use of the algorithm in BCI, and
associated conflicts of interest. According to the order,
BlueCrest transferred a majority of its highest-
performing traders from BCI to BSMA, and assigned
many of its most promising newly hired traders, eligible
to trade for either fund, to BSMA.

The order also finds that BlueCrest failed to disclose that
it reallocated the transferred traders’ capital allocations
in BCI to a semi-systematic trading system, which was
essentially a replication algorithm that tracked certain
trading activity of a subset of BlueCrest's live traders.

The order finds that BlueCrest did not disclose certain
material facts about the algorithm to BCI's independent
directors.  According to the order, the algorithm
generated significantly less profit with greater volatility
than the live traders. The order finds that BlueCrest was
able to keep more of any performance fees generated
by the algorithm than by live traders.

The SEC's order finds that BlueCrest willfully violated
antifraud provisions of the Securities Act of 1933 and
Investment Advisers Act of 1940 as well as its
compliance rule. Without admitting or denying the
SEC's findings, BlueCrest agreed to a cease-and-desist
order imposing a censure, and must pay disgorgement
and prejudgment interest of US$132,714,506 and a
penalty of US$37,285,494, all of which will be returned
to investors.

XEUEHERHERS
REXMFLIZET

%4 BlueCrest MZMEMEEIK

202012 B8H, XEIHFXHERS (FEIEXRS)
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Management Limited E @@= X 1.7 2% 7T, UERE
HiEM & A &4 BlueCrest Capital International (BCI)
ERTMARENREBEE E S BSMA Limited A IF AR
TENEFBRXLERE/ARNNEEARAR. EXER
URIR SRR ENEERE. EEIERSE 1.7 2%
THREZERRERE.

RIE SEC a945%, BlueCrest 8l T BSMA, U{FRS5
BCIEE&MNTEX 5 KMk A BlueCrest A RPN AR K
H1TX5. RIEEIE, BlueCrest FYEIBHIMALR (FFH
71 BSMA B MR E) #1756 BSMA 93%MIFrE, &
SiEAR] 17.9 2% 7T, TEE BClI AT ENNE A
4 6.19{2% 7T,

IR A, EBENEMREE, BlueCrest % BSMA
BITF7E. 122 A RM BCI E| BSMA 1y%#%. 7 BCl f{#
BiZEENRBANFZAREEL TAZH RS M
HIINEE . 1RIETEIE, BlueCrest R L HEMRITFHIRE
ABM BCl #7%%] BSMA, F¥FEHENNTHERE
AR (BEEARNESHTIS) HEL% BSMA,

ZIERIE A I, BlueCrest B EBHBEBNRBEARTE
BCl FMRANEEFN DRI FBEINRHRESL, ZRGEA
RER—FERIEEL, TTREZRS BlueCrest BEARD
R FIER). ZIEIEIN A BlueCrest 3% F (5 BCl A%<z
EEREFRAZELANREETESEYL., RIBEE, 58
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AR, ZEEFENFABREED. KIIEEK,
ZIEEAI, 5RBARKXSMELL, BlueCrest BEFEEEE
FENXSPREBESSNER.

EEFRXSHI5154E BlueCrest BB ER T (1933 FiF
FR) 1940 E/REFEEY XK 1940 FE4%F B )
) MEHHNAREIENE. EAKIARTINEEILE
TEWBAEERNIERT, BlueCrest @R T —M&I1ES
Z1E4 . B3R, X7 132,714,506 ETHT SRR
B, DRXfF 37,285,494 ERTHITIFR, FrAXLLSEE
BRAEGIREE .

Source KJE:
https://www.sec.gov/news/press-release/2020-308

U.S. Securities and Exchange Commission Charges
Disbarred and Licensed Attorney with Scheme to
Create False Opinion Letters

On December 2, 2020, the U.S. Securities and
Exchange Commission (SEC) charged disbarred
attorney, Richard J. Rubin, and licensed attorney,
Thomas J. Craft, with fraud for their roles in a legal
opinion letter scheme to fraudulently facilitate the sale of
millions of shares of microcap securities to retail
investors.

The SEC's complaint alleges that from December 2015
to July 2018, Rubin, who was disbarred in 1995,
continued to fraudulently practice securities law by
submitting at least 128 attorney opinion letters that
allowed microcap stock issuers' securities to be
purchased by and sold to the investing public. The
complaint alleges that Rubin signed certain letters,
falsely claiming to be an attorney, and that he drafted
other letters for Craft's signature. The complaint alleges
that Craft signed or permitted the use of his name and
signature on at least 30 letters that falsely stated he had
performed substantive work to formulate the opinions in
those letters.

The SEC's complaint, filed in federal court for the
Eastern District of New York, U.S., charges Rubin and
Craft with violations of the antifraud provisions of the
Securities Act of 1933 and the Securities Exchange Act
of 1934, and seeks injunctive relief, civil penalties, and
penny stock bars. Without admitting or denying the
SEC's allegations, Craft consented to a bifurcated
settlement that, subject to court approval, permanently
enjoins him from similar violations and permanently
prohibits him from participating in any offering of a penny
stock. The proposed judgment reserves the issue of any

additional remedies, including civil penalties, for
determination by the court upon motion of the SEC. The
SEC's litigation against Rubin will proceed in a U.S.
federal district court.

XEIEHX HERASEERRMALIMITEFITER
R4

2020F12 A2H, XEIIHFXHERS (EEIEXS)
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EE LU Craft 4 . f548%%, Craft /07 30 #H{5HE
R R M AN X LEEHEROELET T AN T
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= Rubin 1 Craft # x 7 (1933 fFEiE357%5) 1 (1934 F
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EAMRES ., ERRNTBNREIERSIERNER
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SERFRNRINET. IIHRRE 7R H AL
Bt (BIEREFLAN) , FXBERREXEILIRSHNE
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Source Ej&:
https://www.sec.gov/news/press-release/2020-300

First Batch of Pilot Credit Protection Certificates Are
Successfully Issued via Shenzhen Stock Exchange

On December 2, 2020, the first batch of credit protection
certificates was successfully issued via Shenzhen Stock
Exchange (SZSE) under a pilot program, marking the
official launch of SZSE’'s credit protection certificate
business. It is another useful exploration of SZSE to
earnestly implement the decisions and plans of the
Communist Party of China Central Committee (CPC
Central Committee) and the State Council, actively
employ market-oriented means to support private
enterprises’ direct financing, effectively maintain healthy,
stable development of the exchange’s bond market, and
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give better play to the role of the capital market in serving
the real economy under the unified leadership of China
Securities Regulatory Commission (CSRC).

The first batch of the three credit protection certificates
are created and issued by Guotai Junan Securities,
CITIC Securities and China Merchants Securities, with
a total notional principal of CNY 71 million. The
reference entities are TCL Technology Group Co., Ltd.,
Lionbridge - CITIC Securities Shengguan Asset —
backed Special Plan (2nd Tranche), and Huanneng
Guicheng Trust - China Merchants Securities - Muyuan
Huirong Supply Chain Asset-backed Special Plan (2nd
Tranche). The protected debts cover corporate bonds
and asset backed securities, and the buyers of the
certificates include investors from the primary and
secondary markets of the protected debts.

All of the subjects of the protected debts in the first batch
of credit protection certificates are private enterprises.
The creation of the certificates has effectively raised
investors’ motivation for subscribing and holding private
enterprises’ bonds, helping them reduce financing costs
and improve financing efficiency. By creating and
issuing credit protection certificates with TCL
Technology Group Co., Ltd. as the reference entity,
Guotai Junan has helped bond holders release credit to
invest in new private enterprise bonds. The assets
underlying the protected debts of the credit protection
certificates issued by CITIC Securities are lease loans
granted by Lionbridge Financial Leasing to about 3,500
small transportation enterprises and self-employed
carriers. The actual use of the funds for the protected
debts of the credit protection certificates created by
China Merchants Securities is to make procurement
payments to small and medium-sized suppliers in the
upstream of Muyuan’s supply chain and help micro,
small and medium-sized enterprises obtain financing
support.

In recent years, SZSE has been continuously deepening
reform and innovation in the bond market and
diversifying products and services. In November 2018,
SZSE launched the pilot program of credit protection
contracts. On the basis of the smooth operation of earlier
credit protection contracts, SZSE officially issued the
Notice on Implementing the Pilot Program of Credit
Protection Certificate Business in October 2020 to
involve more market institutions in the business of credit
protection tools. So far, SZSE has helped 14 private
enterprises obtain CNY 18 billion financing with credit
protection tools. Next, SZSE will continue to guide
market institutions to issue credit protection certificates
in an orderly manner and steadily expand the scope of
the pilot program. SZSE will establish and refine market
systems, improve the technical guarantee system, and
further leverage the supporting role of innovative
financial instruments in expanding entities’ financing
channels and raising the proportion of direct financing.

SZSE will properly guard against risks when seeking
development and help improve the operating quality and
efficiency of the exchange’s bond market.
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Source XJ&:
http://www.szse.cn/aboutus/trends/news/t20201202_583644.
html

Officials from Relevant Departments of the China
Securities Regulatory Commission Answered
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Reporter Questions regarding the U.S. House
Approving Holding Foreign Companies
Accountable Act

On December 4, 2020, the China Securities Regulatory
Commission (CSRC) answered reporter's questions
regarding the U.S. House approving Holding Foreign
Companies Accountable Act.

Question: The U.S. House of Representatives has
passed the Holding Foreign Companies Accountable
Act (the Proposed Act), which may prohibit listing of
securities in the U.S. markets for foreign issuers whose
audit firms do not satisfy the inspection requirements of
the U.S. Public Company Accounting Oversight Board
(PCAOB) for 3 consecutive years, and impose additional
disclosure requirements for these foreign issuers.
What's the CSRC’ comment on this matter?

Answer: CSRC has taken note of this development. The
Proposed Act is to impose additional disclosure
requirements on foreign issuers, requiring them to
establish that they are not owned or controlled by foreign
government entities, to disclose the names of Chinese
Communist Party members who sit on the board of
directors, and whether the articles of incorporation of the
issuer contain any reference to the Charter of Chinese
Communist Party. These provisions are obviously
discriminatory and have totally deviated from
professional considerations of securities regulation. The
CSRC strongly opposes such acts of politicizing
securities regulation. Forcing Chinese companies de-list
from the U.S. markets by imposing such provisions will
substantially damage the interests of American
investors and global investors as well.

It is an issue of cross-border regulatory cooperation that
for the time being the U.S. PCAOB is unable to inspect
the Chinese audit firms who provide audit services for
Chinese companies listed in the U. S. markets. This
issue shall be resolved by enhancing bilateral regulatory
cooperation. The CSRC has always been open for
bilateral consultations and cooperation to address
relevant concerns of the U.S. side. The CSRC looks
forward to meaningful discussions with the PCAOB on
the details of their joint inspection proposal in line with
the principle of mutual respect and resolving
disagreements via dialogue. Such mutual efforts will be
essential for enhancing bilateral audit oversight
cooperation and for creating sound regulatory
environment for cross-border listings.

TEIESEEEEZRRSAXBNIARARIEES X
WhiEd (SrMEARETER) EEHICER

2020 £ 12 B 4 H, HFEIEHEKEETEZAS (PEINE
) EFERFNIHTARFTEERS AL EEE (SEL
FERER) EEOE TiLERNHERXIRN,

@ EH, FEESANREY (SEASEEE
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Source KJE:
http://www.csrc.gov.cn/pub/newsite/zjhxwfb/xwdd/202012/t20
201204 _387411.html

Sample Stocks for Shenzhen Stock Exchange
Component Index, ChiNext Index and Shenzhen
Stock Exchange 100 Index to be Adjusted

On December 1, 2020, Information Co., Ltd. released an
announcement, saying that according to index compiling
rules, the sample stocks for Shenzhen Stock Exchange
(SZSE) series core indexes including the SZSE
Component Index, the ChiNext Index and the SZSE 100
Index would be adjusted periodically. The adjustment
will be effective since December 14, 2020.

For the SZSE Component Index, 31 sample stocks will
be replaced. Edifier (002351), Shanghai Sinyang
(300236), etc. will be added to replace CHSR (000008),
UniStrong (002383), etc. For the ChiNext Index, six
sample stocks will be replaced. CAPCHEM (300037),
YKYL (300677), etc. will be added to replace GOSUN
(300098), Watertek (300324), etc. For the SZSE 100
Index, nine sample stocks will be replaced. Maxscend
(300782), Arawana (300999), etc. will be added to
replace Tiangi Lithium (002466), Wanda Film (002739),
etc.
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After the adjustment, the market representativeness of
the core indexes of SZSE will be further enhanced. With
more quality SZSE-listed companies being added into
the pool of sample stocks, the overall performance
growth will be distinct. The market cap coverage rates of
the SZSE Component Index, the ChiNext Index and the
SZSE 100 Index will reach 70%, 53% and 41%
respectively. According to the data of the 2020 Q3 report,
the net profit of the sample stocks for the SZSE
Component Index, the ChiNext Index and the SZSE 100
Index after the adjustment rose by 13%, 39% and 20%
year on year, higher than the average level of SZSE-
listed A-shares in the corresponding period.

In recent years, the characteristics of the industry
distribution and industrial structure of the core indexes
of SZSE have become more distinct and the advantages
of strategic emerging industries more prominent, fully
demonstrating the capabilities of SZSE in supporting
technological innovation and serving innovation-
oriented enterprises and startups. After the adjustment,
the weights of strategic emerging industries in the SZSE
Component Index and the SZSE 100 Index will be 58%
and 59% respectively, and the corresponding weight in
the ChiNext Index will be 81%. In terms of industry
distribution, information technology, optional
consumption and major consumption will top the sample
stocks for the SZSE Component Index, weighting 24%,
14% and 13% respectively. For the ChiNext Index, the
top three industries will be pharmaceutical & health,

information technology and industry, weighting 30%, 25%

and 20% respectively. For the SZSE 100 Index, the top
three industries will be information technology, optional
consumption and major consumption, weighting 23%,
18% and 18% respectively.

For the detailed list of adjusted sample stocks for
relevant indexes, please refer to the official website of
SZSE or of CNI Index (www.cnindex.com.cn).
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To Provide Warm and Targeted Regulatory Services
-- Shenzhen Stock Exchange Issues Reference Text
for Regulations on Corporate Bondholders’
Meetings

On November 27, the Shenzhen Stock Exchange
(SZSE) issued the Guidelines for Preparing Rules
Governing Corporate Bondholders’ Meetings
(Reference Text) (“Reference Text”), providing
preparation guidance for the rules governing on
corporate bondholders’ meeting convening, holding,
resolutions and other work that have wide market
attention recently. Through this move, SZSE aims to
further implement the requirements of the new
Securities Law on increasing investor protection,
strengthen the protection of corporate bond investors’
rights and interests, bring the bondholders’ meeting
mechanism into better play, and provide market players
with more targeted and warmer regulatory services.

Designed to improve the decision-making efficiency of
bondholders’ meetings and facilitate the decision
implementation, this Reference Text emphasizes both
the standardization and flexibility of meeting regulations,
defines the rights and liabilities of all parties including
trustees, issuers, and investors, guides the
establishment of a clear, efficient and pragmatic
bondholders’ meeting discussion mechanism, and
makes bondholders’ meetings function better in
protecting investors’ rights and interests.
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Defining the scope of meeting resolutions and
establishing a layered voting mechanism. On the basis
of relevant regulations such as the Measures for the
Issue and Trading of Corporate Bonds released by the
China Securities Regulatory Commission (CSRC) and
the Listing Rules for Corporate Bonds released by
SZSE, the Reference Text further enumerates all
specific circumstances where relevant decisions should
be made through meeting resolutions. The Reference
Text also adds financial indicators to help define such
circumstances. Accordingly, the Reference Text
becomes more operable and applicable. Besides, the
Reference Text divides meeting proposals into special
and general ones basing on their impact on
bondholders’ rights and interests and establishes a
proportion-based differentiated voting mechanism to
improve the decision-making efficiency of meetings
while protecting investors’ rights and interests.

Specifying all participating parties’ rights and liabilities
and promoting the implementation of meeting
resolutions. In terms of meeting preparations, the
Reference Text stipulates that a trustee serves as the
main convener for a bondholders’ meeting. The
Reference Text highlights the main convener’s leading
role, requiring that the main convener should strengthen
its communication with issuers, credit enhancement
entities, bondholders and other stakeholders, and revise
and refine the proposals to ensure their legitimacy,
compliance and feasibility. The Reference Text sets out
that during a corporate bondholders’ meeting, the issuer
or its related parties should attend the meeting, accept
inquiries and make explanations as per the convener's
requirements. According to the Reference Text, after a
meeting resolution is made, the trustee shall actively
perform its responsibility to urge the issuer or its related
parties to timely reply to or implement the resolution.

Raising the standardization of meetings and considering
the flexibility of procedures. The Reference Text
comprehensively regulates the general meeting
procedures, with detailed procedural requirements set
out for all key nodes in holding and convening meetings
and reviewing resolutions. Meanwhile, the Reference
Text stipulates that the meeting notice time can be
shortened in a circumstance which is emergent and
beneficial to protecting bondholders’ rights and
interests. And the Reference Text allows establishing
simplified procedures for the matters expected to have
no significant adverse impact on protecting bondholders’
rights and interests.

Complying with the requirements of the Minutes of the
National Courts Symposium on the Trial of Bond
Disputes issued by the Supreme People’s Court of the
People’s Republic of China (the Supreme People’s
Court ) and raising the uniformity of regulations. The
Supreme People’s Court recently issued the Minutes of
the National Courts Symposium on the Trial of Bond

Disputes (“the Minutes”) to regulate such issues as
voting avoidance for bondholders’ meetings, the binding
force of resolutions, and qualifications of litigation
subjects. According to relevant requirements of the
Minutes, the Reference Text defines the specific scope
of the issuers and their related parties that should avoid
the voting and lists the circumstances where credit
enhancement entities and debt receivers should avoid
the voting. The Reference Text sets out that unless
otherwise stipulated or agreed, the resolutions of the
bondholders’ meeting are effective for all holders. The
Reference Text reiterates that trustees have the right to
initiate and participate in litigation after obtaining
authorization from all or part of holders according to the
meeting resolutions.

As investors are the foundation for market development,
respecting, revering and protecting investors embodies
the practice of people-centered development in the
capital market. Next, SZSE will continue to implement
the guiding principles of the new Securities Law, and
earnestly carry out the policy of “system building, non-
intervention and zero tolerance”. In line with the
requirements of the CSRC, SZSE will constantly refine
the basic systems, actively respond to market concerns,
and provide sustained and intensified legal guarantee
and institutional supply. SZSE will keep protecting
investors’ legitimate rights and interests throughout the
regulatory process, to help create a standardized,
transparent, open, dynamic and resilient capital market.
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Shanghai Stock Exchange Issues Business Guide
No.1 for Corporate Bond Duration - Rules for
Corporate Bond Holders' Meetings (Reference Text)

On November 27, 2020, the Shanghai Stock Exchange
(SSE) issued the Business Guide No. 1 of Shanghai
Stock Exchange for Corporate Bond Duration - Rules for
Corporate Bond Holders' Meetings (Reference Text)
(the "Reference Text"). The holders' meeting system is
the core mechanism established by the Securities Law
for the protection of investors' rights and interests in the
bond market. The Minutes of the National Courts
Symposium on the Trial of Bond Disputes (the
"Minutes") issued in July this year has further
strengthened the judicial protection of this system. In this
context, focusing on solving problems, the SSE has
organized market institutions to study and formulate the
Reference Text with focus on the issues that the market
is concerned about, such as the vague decision-making
scope and authority of the meeting, insufficient
effectiveness of resolutions and lack of procedural
flexibility. The implementation of the Reference Text will
help further regulate the operation of the holders'
meeting mechanism, give full play to the role of the
holders' meetings as a platform for discussions, make
the protection of bond investors' rights and interests
more effective and propel the transformation and
upgrading of the duration management mechanism for
the bond market.

The Reference Text aims to guide market entities in
clearly setting up the rules and procedures for the
holders' meeting and promote the formation of an
effective governance and check mechanism from within
the market. The Reference Text consists of seven
chapters in total, mainly covering the following aspects:
First, the discussion of important matters related to the
holders' common rights and interests is clarified as the
objective of the holders' meeting, and the specific scope
of authority of the holders' meeting is detailed and
determined. Second, the Reference Text attaches
importance to the feasibility and pertinence of the
proposals, encourages full communication on the
matters to be considered among the parties concerned,
enhances the role of the convener in organization and
coordination, and advance the effective implementation
of the resolutions of the holders' meetings. Third, the
Reference Text improves the voting mechanism for the
meetings, encourages bondholders to actively attend
the meetings and exercise their voting rights, and
establishes a voting mechanism that differentiates
between general matters and major issues, so as to
balance the relationship between the protection of rights
and interests of individual holders and the efficiency of
the protection of rights of the holders as a whole. Fourth,
the Reference Text standardizes and elaborates the
procedures for convening the meeting, and clarifies the
procedures and requirements for changing, cancelling,
and holding the meeting in an urgent or simplified
manner, so as to substantially improve the efficiency of
discussion of the holders' meetings.
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Protection of investors' rights and interests is the
fundamental mission of the high-quality development of
the bond market. The SSE has always attached great
importance to building the long-term mechanism for the
protection of investors' rights and interests, and actively
expanded market and law-based tools for default
settlement. Going forward, the SSE will facilitate the
effective implementation of the principles of the
Reference Text by organizing special training and
strengthening daily guidance. At the same time, the SSE
will continue to deepen the reform of the registration-
based issuance system for the bond market, accelerate
the formulation of relevant supporting rules, improve the
mechanisms for resolving and handling market risks and
duration management, and enhance the effectiveness of
the protection of investors' rights and interests.
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Shanghai Stock Exchange Amends the Rules of the
Shanghai Stock Exchange Governing Review of the
Issuance and Listing of Stocks on the Science and
Technology Innovation Board and the
Administrative Measures of the Shanghai Stock
Exchange Governing the Listing Committee of the
Science and Technology Innovation Board

In order to implement the requirements of the new
Securities Law of the People's Republic of China (the
new “Securities Law”), continuously promote the reform
of the pilot registration-based IPO system for the
Science and Technology Innovation Board (Sci-tech
Innovation Board), further standardize and improve the
review work of the issuance and listing and improve the
quality of listed companies from the source, the
Shanghai Stock Exchange (SSE), upon the approval of
the China Securities Regulatory Commission (CSRC),
issued the newly revised Rules of the Shanghai Stock
Exchange Governing Review of the Issuance and Listing
of Stocks on the Science and Technology Innovation
Board (the “Review Rules”) and Administrative
Measures of the Shanghai Stock Exchange Governing
the Listing Committee of the Science and Technology
Innovation Board (the “Administrative Measures) on
December 4, 2020.

The revision of the Review Rules mainly includes three
aspects. The first is to implement the requirements of the
new Securities Law. The SSE shall issue corresponding
review or auditing opinions on whether the issuer meets
the issuance conditions, listing conditions and
information disclosure requirements, rather than just
issuing review opinions or statements simply. It is clear
that the time taken for review and verification shall not
exceed three months, including the time for review and
verification by SSE and registration with CSRC, from the
date of acceptance of the application documents for
issuance and listing. It also improves relevant provisions
on matters to be deducted within the time taken for
review, stating that the time added for deferring review,
handling post-conference matters, requesting special
review and requiring the issuer to supplement and
modify application documents shall be added as
deduction items. In addition, it also clarifies that an
issuer shall publish information disclosure documents
on the website of the SSE and other websites that meet
the requirements of CSRC in accordance with applicable
rules. The second is to link up with other newly revised
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and newly issued rules. Firstly, in accordance with the
relevant provisions of the Administrative Measures for
the Recommendation Business of the Issuance and
Listing of Securities, it adjusts the qualification
restrictions in the previous version of the Review Rules
to identify as inappropriate candidates. Secondly, in
accordance with the relevant provisions of the
Guidelines for the Evaluation of Science and
Technology Innovation Attributes and the Interim
Provisions on the Application and Recommendation of
the Shanghai Stock Exchange for Issuance and Listing
on the Science and Technology Innovation Board, it
simultaneously revises the relevant provisions on the
positioning of the Sci-tech Innovation Board. Finally,
according to the Decision on Revising the Administrative
Measures for the Registration of Initial Public Offerings
(IPO) on the Science and Technology Innovation Board
(for Trial Implementation), it further clarifies that the
validity period of financial reports on the Sci-tech
Innovation Board may be extended by three months,
that is, up to nine months. The third is to make
modifications on miscellaneous provisions, which mainly
include that (i) the document formatting should not only
comply with the regulations of the SSE, but also the
relevant regulations of the CSRC; (i) the security
agencies shall establish and maintain an effective
quality control system and investor protection
mechanism; (iii) disclosure of application documents for
issuance and listing and replies to queries from SSE
may be exempted; and (iv) the conditions, timing and
frequency of the suspension of the review by the listing
committee of the Sci-tech Innovation Board shall be
specified.

The revision of the Administrative Measures mainly
includes six aspects. The first is to implement the
requirements of the new Securities Law, stating that the
contents reviewed by the SSE shall be focusing on
whether the issuer meets the issuance conditions, listing
conditions and information disclosure requirements, and
the time limit for the advance announcement of the
listing committee holding review meeting shall be
shortened. The second is to expand the content
reviewed by the listing committee. More specifically, it is
to increase the relevant supporting content related to the
deliberations of the listing committee in the business of
applying for the issuance of stocks, convertible
corporate bonds, depository receipts and listing and
restructuring and listing by companies listed on the
Science and Technology Innovation Board to
unspecified objects. The second is to expand the
content of the listing committee's deliberation. In other
words, it adds the relevant supporting contents relating
to the deliberation of the listing commission involved in
the business of companies listed on the science and
technology growth board, such as issuing stocks,
convertible corporate bonds, depository receipts and
going public and going public after reorganization. At the
same time, it increases the supporting contents relating

to the issuance of stocks, convertible corporate bonds,
depository receipts and etc. applied by the companies
listing in the Sci-tech Innovation Board. The third is to
adjust the upper limit of the number of listing
committees, increasing the number of listing committees
to no more than 60, and there is no lower limit. The fourth
is to increase the mechanism for suspending the
meeting and postponing the review. It is stipulated that
the review meeting may be suspended in case of force
majeure, accidents or other special circumstances, for
the review meeting cannot be continued, and it shall be
arranged after the causes of suspension are eliminated.
If it is found that the issuer has major issues related to
issuance conditions, listing conditions or information
disclosure that need to be further verified, and no review
opinions can be formed, the listing committee may
postpone the review of the issuer’s issuance and listing
application for not more than two months. The fifth is to
clarify the regulatory requirements for part-time
members of the listing committee to purchase and sell
stocks. It further stipulates that the part-time members
of the listing committee, their spouses, parents, children
and their children’s spouses that hold the issuer’s stocks
under review and auditing shall not buy or transfer the
stocks during their employment period, unless the
stocks are newly held due to the allotment and
conversion of stocks by the listed companies or the
implementation of equity incentive plans. Any newly
increased or sold stocks by the said entities shall be filed
with the SSE for the record within two working days after
the completion of the transaction. The sixth is to make
modifications on miscellaneous provisions, which mainly
includes refining the mechanism for canceling review
meeting and increasing the contents of duty
performance during the investigation period of the
members of the listing committee, such as suspected
illegalities and irregularities.

After the revision and promulgation of the Review Rules
and the Administrative Measures, the SSE will
effectively organize the implementation of the rules to
ensure the smooth implementation of the new system.

EBIESRBEIT R (EBIESHRZ S AN EIIRKRE
RETETHEZAN) 5 (EBIESZHABLIRLETE
REEBME)

ARMESRH QEFZE) BR, FEEHRMNERIE O
MHlE, #H—PREMEERTETHEZIE, NE
SRS ETAIRE EFEIEHFLEEEEZEAS
(PENELR) U, EBIESXSZHA (LX) T
2020 £F 12 A 4 BES THEITH ( LBIESIZHMR
AR ER T ETEEZAMY ( (FEA) ) 5 (L
BIESFZZAMNEIR EHZRSEEME) ((LEHZE
EEIME) ) .

32



J M L

(HEZAN) ZRXEITERBR=ATENARNET: —=
EXH QLE) AE. BERATERARREITA
MEREFTAREBHERTFMN. ETEHNERKE
BR#ITHEZ, FHEANMNENSEZEL, RS
ENRABRERTETHRIEXMHZHE, EXMEEZ
FMPEIE RS MO E BRIt ABE =N, BEFX
MIRFBEMBRENNARNE, FEEHRIN. LESF
FW. BRATETIRE, HFERRKTAME. EHH
BEXMHFERANEIEH ARSI, BRRTANY
BESHBEXHTIEE LXMW, FREBAEENS
PEIESSHEFFHNMNETIE. —25#HET. ik
R EMANEE. RE GEFETLETRELSERE
EY MRHE, BRHEAN PR HAREERE A
ANEAREG AL, RIE (BEIBHIFMIES] (X
1) ) 5 (LBIESXZRReIR AT E W RRMNES
EONE) BXIE, AMEREMBXERRLHT
BT, RIE CRTER<BORERATFRITREIMNE
Bk (1) >HRE) . BHRERMRE S E
K 3R, BI&RKA 91MA. =ZHMENR. TEEE
XHERRBRTHE EXMAES, EREFEPEIES
SHEXAE, BIFIESRSVMRE S FRIFE L
FREREHERMKAERIFIG, BRHETETHRIEX
X £ R T E MR EZEINE R AR AN
BROUNBREKE WEHZERE (ETE) GEHFEWUHN
B B (e BoR B e BT ALE o

(EFEEENE) BITERZREUTAIR, —B%XK
#GESE) HXRER, BETZERWATBHAINE
TARBTERTHFM. LHHFHMESHREZRET
B, BEBATLTERNSWHREIAENRE. =
Y RETZHRWAZE, BMBERETASRIFEA
BENRRTRE. JERASHRS. FRRILESFLS
F R EHERWITENEXEERNR. —Z2BEELD
ZABLER, BETZABIBMERBE 60 A, FET
R, HEEMEEWHNEERFIWIG . AEFRWSW
wER, HAARTHRA. BIE4IEEMEFRIBER,
SBSWLERSEETTH, TUEEIW FEEEH
HEREEN R EHTZFEURW. FRSWERES, %
WETANBFERTHFMN. ET&MHHEEEHETEN
EXEURFHE-—IEK, TEERFENELN, &=
WAEW, ETETUMNIZETANRT EHHEEESH
W, BEHEYUNEABE=/1A. ARARRRERAX
SEREMEXEERR, NEXBHERRZRALALR
HEB, XK. 7%, TROERBHERAFER. BHEX
FANKRER, AEIASERILKRE, BRLEWAEXE
. SSHERERIFERAREMNRS. ERE
EHERERHRENSAERGERR =P TEERE
EZfrER. AREMEN, SRAUBUERINS WL
#. BINETEZRIHREEEMFEZFEHENE
REEF.

(RZHANY 5 (ETEREEME) BUIRARE, £X
T AR M RNKE TIE, BRI EEIRE .

Source EJE:
http://www.sse.com.cn/aboutus/mediacenter/hotandd/c/c_202
01204 _5273186.shtml

Shanghai Stock Exchange Optimizes the Review
and Approval Rule System for the Issuance and
Listing of Corporate Bonds Through the
Registration System

In order to implement the relevant requirements of the
new Securities Law of the People's Republic of China
(the new “Securities Law”), and carry out the overall
work deployment of the State Council and the China
Securities Regulatory Commission (CSRC), the
Shanghai Stock Exchange (SSE) issued the Guideline
No.1 of the Shanghai Stock Exchange for the
Application of the Review and Approval Rules for the
Issuance and Listing of Corporate Bonds -- Application
Documents and Preparation (Guideline No.1) and
Guideline No.2 of the Shanghai Stock Exchange for the
Application of the Review and Approval Rules for the
Issuance and Listing of Corporate Bonds -- Specific
Types of Corporate Bonds (Guideline No. 2), which
marked the periodical achievements made by the SSE
in improving and optimizing the review and approval
rules for the issuance and listing of corporate bonds.

The new Securities Law came into effect on March 1,
2020, clarifying that publicly issued corporate bonds
shall be subject to the registration system. The CSRC
further stipulates that the public issuance of corporate
bonds shall be accepted and reviewed by the stock
exchanges, and the stock exchanges are required to
clarify the review standards, review procedures, material
submission and operation procedures, etc. After the
implementation of the registration system, the SSE has
timely clarified to the market the transitional
arrangements for the implementation of the registration
system in the form of notice, question and answer, etc.
Furthermore, on the basis of summarizing the pre-
review experience, it has promptly and comprehensively
sorted out and assessed the current systems and rules
and initiated the revision and improvement, merger and
integration, and simplification and optimization of some
business rules, notices, guidelines, and supervisory
questions and answers, which is of great importance to
further enhance the transparency and standardization of
review contents and review procedures, and improves
the corporate bond issuance and listing review rules.

The Guideline No.1 and Guideline No. 2 formulated this
time mainly clarify the review standards and information
disclosure requirements for the issuance and listing of
corporate bonds after the implementation of the
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registration system, which has a strong significance in
regulating and guiding the behaviors of market entities.
The Guideline No.1 mainly specifies the requirements
for information disclosure and verification by agencies
during the preparation of application documents for
corporate bonds, generally follows the original
application documents and the guidelines for preliminary
review. It also makes revisions, improvements and
refinements according to the new Securities Law and
other relevant regulatory practices. The Guideline No. 2
mainly  regulates the relevant implementation
arrangements for specific bond types with special terms
or serving national strategies, including the regulatory
standards, information disclosure and verification
requirements for six specific bond types that are short-
term corporate bonds, renewable bonds, green bonds,
poverty alleviation bonds, bonds for entrepreneurship
and innovation, and relief bonds. It will be amended from
time to time according to the market development and
the relevant requirements for other specific bond types
will be also added.

Since the implementation of the registration system,
under the unified leadership of the CSRC, the SSE
adheres to the concept of marketization and rule of law,
upholds equal emphasis on promoting development and
preventing risks, and further strengthens the review
concept with information disclosure as the core, focusing
on improving review efficiency and quality and perfecting
the systems and rules to continuously promote the
optimization and upgrading of corporate bond financing
review. Up to now, a total of 584 applications for public
issuance of corporate bonds and listing applications
have been accepted, among which 384 have been
registered and become effective, and the review and
registration systems and rules of corporate bond
issuance are standardized and efficient. At present, the
SSE has electricized the whole process of the review
and approval of the issuance and listing of corporate
bonds. The classification review concept has been
implemented according to corporate risk characteristics,
and the quality of review and inquiry has been
continuously improved. At the same time, since the
implementation of the registration system, the SSE has
actively explored innovations in corporate bond type to
better serve the real economy and national strategies.
For example, it has launched a pilot program of short-
term corporate bonds to meet the needs of high-quality
enterprises in managing working capital and the needs
of investors in diversified allocation, supports the
issuance of corporate bonds for the prevention and
control of the epidemic to help the prevention and control
of the epidemic and the resumption of operation, and
expands the scope of use of funds raised from relief
bonds to extend the target of relief from listed companies
to non-listed companies and ease the financing and
liquidity difficulties of small and medium-sized
enterprises and private enterprises. In addition, the SSE
further supports the development of specific types of

corporate bonds that serve the national strategy, such
as green corporate bonds, innovative and
entrepreneurial corporate bonds, and poverty alleviation
corporate bonds. It is reported that since the beginning
of this year, the SSE has issued nearly CNY700 billion
in specific types of corporate bonds, which has played
an active role in practicing the development philosophy
of "innovation, coordination, greening, openness and
sharing", which is of great help to support the epidemic
prevention and resumption and implement key poverty
alleviation plans.

In the next step, the SSE will conscientiously implement
the requirements of “system building, non-intervention,
and zero tolerance”, further implement the registration
system with information disclosure as the core,
constantly increase the transparency of review and
approval, consolidate the responsibilities of agencies,
enhance the risk prevention and control mechanism,
improve the review and approval system for the
issuance of corporate bonds and the ability of the
corporate bond market to serve the real economy.
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Source XjR&:
http://www.sse.com.cn/aboutus/mediacenter/hotandd/c/c_202
01127_5268029.shtml

From Full Force to Targeted Measures, Take Solid
Steps to Improve the Quality of Listed State-owned
Enterprises

State-owned enterprises (SOEs) are the backbone
forces of the national economy and an important
material foundation and political base of socialism with
Chinese characteristics. To conscientiously implement
the decisions and plans of the Fifth Plenary Session of
the 19th CPC Central Committee and the 14th Five-year
Plan on deepening reforms of state capital and SOEs
and put in place the Three-year Action Plan for the
Reform  of  State-owned  Enterprises  (2020-

2022) (the “Three-year Action Plan”) released by the
General Office of the CPC Central Committee and
the General Office of the State Council. On December
3, 2020, Shenzhen Stock Exchange (SZSE) formulated
the special work plan for serving the reform of SOEs.
The plan specified working ideas and specific measures,
and provided schedule, roadmap and priorities, to
concentrate on assisting state capital and SOEs in
deepening reform and becoming better and stronger. It
is another targeted measure of SZSE to
facilitate the improvement of the quality of SZSE-listed
companies and serve national strategies after
developing the work plan for implementing the Opinions
of the State Council on Further Improving the Quality of
Listed Companies.

As at the end of the third quarter, there were 508 SOEs
listed on SZSE, accounting for 22% of the total number
of companies listed on SZSE and for 44% of A-share
listed SOEs. They are from the industries of electronic
information, transportation, national defense technology
and industry, machinery manufacturing, etc., making up
an important part of the national economy. SZSE has
always been attaching great importance to serving the
reforms of state capital and SOEs by continuously
optimizing its regulatory services. Since 2015, 43 SOEs
have been listed on SZSE via an IPO process, which
has effectively promoted the asset securitization of
SOEs, advanced mixed ownership reform of SOEs, and
preserved and increased the value of state capital. In the
same period, SZSE-listed SOEs have obtained
financing of nearly CNY 400 billion through equity
financing instruments like IPO, private placement, right
issue and convertible bonds. The financing has played
an important role in the SOEs’ transformation and
upgrading and raising of long-term development funds.
152 major assets restructuring projects have been
implemented, with a transaction amount of CNY 853.1
billion. The projects involve not only an alliance of giants
in the horizontal direction that focuses on gathering
resources and forming a synergy but also connection of
the industrial chain in the vertical direction aimed to give
better play to the synergistic effect of strategic
restructuring. 110 equity incentives or employee stock
ownership plans have been conducted, covering 22% of
SZSE-listed SOEs, and the average proportion of
incentive stocks is 1.77%. The activity and depth of
application of relevant instruments by SZSE-listed SOEs
both lead the average levels of SOEs on the market. The
plans have played a positive role in stimulating the
motivation of core staff and enhancing innovation and
development vitality. SOE issuers have issued 1,607
fixed income products on the SZSE market, with a
financing amount of CNY 1.99 trillion. SZSE has actively
supported their diversified financing demands.

Practice shows that under the framework of the CPC
Central Committee and the State Council to strengthen
top-level design and advance the reform of SOEs in all

35



J M L

respects, SZSE's multi-tiered capital market has
become a basic force to guide, support and serve the
reform of SOEs, and has formed good reform
demonstration effect and quality innovation capital
agglomeration effect.

At the critical stage of the reform of SOEs, the General
Office of the CPC Central Committee and the General
Office of the State Council issued the Three-year Action
Plan, sounding the bugle call for reform again and
entrusting new missions and responsibilities to the
capital market. Under the leadership of China Securities
Regulatory Commission (CSRC), SZSE has earnestly
implemented the Three-year Action Plan. Centering on
its regulatory and service duties and the characteristics
of the SZSE market, SZSE has formulated 16 specific
working arrangements for serving reforms of state
capital and SOEs in depth, which mainly involve the
following five aspects:

First, to build a long-acting mechanism. SZSE will define
the targets, tasks and supporting direction for reforms of
state-capital and state-owned enterprises, establish a
special task group, and strive to make SZSE’s multi-
tiered capital market a frontier platform and “new
highland” to deepen reforms of state capital and SOEs
and implement the Three-year Action Plan.

Second, to expand cultivation depth. SZSE will deepen
professional services for central groups and local state-
capital enterprises, refine “one  policy for one
place” and “one policy for one enterprise”, and raise the
level of standardization of pre-IPO SOEs from the
source. SZSE will help listed SOEs realize asset
integration through market-based approaches such as
holistic listing, M&A and reorganization. SZSE will speed
up supply of innovative products, optimize the ETF
product system in key fields such as SOE reforms, and
advance the implementation and regular issuance of
pilot programs of state-owned infrastructure publicly
offered REITSs.

Third, to improve basic systems. SZSE will optimize
market functions and positioning, actively prepare for the
reform of the registration-based IPO system in the whole
market, and support quality mixed
ownership enterprises under the pilot reform project in
getting listed and obtaining financing. SZSE will improve
basic systems such as M&A and reorganization,
refinancing, acquisition, share lessening, equity
incentive, employee stock  ownership, assist  listed
SOEs in using capital market instruments to implement
mixed ownership reform, and promote market-based
allocation of production factors such as property rights,
capital, technology and talent. SZSE will refine the
issuance and review procedures for fixed income
products, and improve the review, issuance and listing
efficiency for products issued by quality SOEs.

Fourth, to promote quality transformation. Taking the
implementation of the special action plan for corporate
governance as an opportunity, SZSE will deepen
cooperation with the State-owned Assets Supervision
and Administration Commission (SASAC) and local
state-owned assets supervision departments, advance
full coverage of inclusion of Party building in the articles
of association, and take solid steps to improve the
governance level of listed SOEs. SZSE will support and
guide SOEs with more than 50% shares held by state-
owned shareholders in introducing strategic investors
with a shareholding ratio of 5% or more as active
shareholders to participate in corporate governance.
SZSE will actively assist state-capital enterprises in
employing diversified channels such as delisting, M&A,
restructuring and bankruptcy reorganization to realize
market-based clearing of “zombie enterprises”. SZSE
will keep a close watch on the “critical minority”,
enhance their compliance awareness and reverence,
and dig deep in classified regulation, scientific
regulation, professional regulation and continuous
regulation.

Fifth, to deepen connecting service. SZSE will improve
regular visiting and communication, enrich the content
and form of training, have a deep understanding of the
trends and service requirements of the reform of SOEs,
and continue to upgrade regulatory services.

Next, SZSE will earnestly practice the principles
of “system  building, non-intervention, and zero
tolerance” and the working requirements of standing in
awe of the market, rule of law, professionalism and risks
and pooling the efforts of all sides for the development
of the capital market. SZSE will make it the top priority
of the regulatory and service work to improve the quality
of SZSE-listed companies, deepen institutional reform,
enhance main responsibilities of regulation, and
optimize services. SZSE will build itself into a “quality
innovation capital center and world-class exchange” in
all respects and promote the high-quality coordinated
development of SOEs and private economy.
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Source EJE:
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html

Australian Securities and Investments Commission
Issues Information Sheet on Managing Conduct
Risk During LIBOR Transition

On November 30, 2020, Australian Securities and
Investments Commission (ASIC) published Information
Sheet 252: Managing conduct risk during LIBOR
transition (INFO 252) on practical guidance that
Australian entities can adopt to manage conduct risk
during the London Interbank Offered Rate (LIBOR)
transition.

LIBOR is expected to cease after the end of 2021. The
published guidance sets out regulatory expectations and
clarifications on key transition issues. It aims to assist
entities in establishing necessary arrangements to
mitigate conduct risk associated with the discontinuation
of LIBOR.

INFO 252 sets out:
o frameworks, practices, and recommendations on
fair treatment of clients, representation of product

performance, and client communication strategies
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e ASIC’s expectation of the industry, including what
ASIC considers to be best practices

e buy-side entity specific guidance and
recommendations

ASIC Commissioner Cathie Armour said, “Firms need to
apply fair judgement and professional diligence when
dealing with clients during LIBOR transition. This
includes having robust arrangements in place to mitigate
conduct risk that may arise during the transition process.
This guidance is a part of our commitment to assist the
industry in enhancing the overall LIBOR transition
preparedness in Australia.”

ASIC strongly encourages all entities with LIBOR
exposures to review INFO 252 and take reasonable
steps to implement the relevant recommendations.
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Source FjE:
https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2020-releases/20-304mr-asic-issues-information-
sheet-on-managing-conduct-risk-during-libor-transition/

Australian Securities and Investments Commission
Succeeds in Application to Wind up Chris Marco’s
Unregistered Managed Investment Scheme

The Federal Court of Australia (the Court) has ordered
the winding up of an unregistered managed investment
scheme (the scheme) operated by Mr. Chris Marco and
AMS Holdings (WA) Pty Ltd (AMS). The Court also
ordered that Mr. Chris Marco be permanently restrained
from carrying on a financial services business without an
Australian Financial Services (AFS) license or operating
an unregistered managed investment scheme.

Justice McKerracher made declarations that Mr. Chris
Marco, AMS and AMS as trustee of the AMS Holdings
Trust (AMS Trustee) contravened the Corporations Act
by:

e operating an unregistered managed investment
scheme when the scheme was required to be
registered; and

carrying on a financial services business without
holding an AFS license.

The Court has ordered that the scheme and AMS be
wound up and has appointed Mr. Robert Kirman and Mr.
Robert Brauer of McGrathNicol as liquidators, replacing
Mr. Cameron Shaw, Mr. Richard Albarran and Mr.
Marcus Watters of Hall Chadwick, who are the current
liquidators of AMS. The Court has also appointed Mr.
Kirman and Mr. Brauer as receivers and managers over
all the property of the defendants.

ASIC Commissioner Cathie Armour said, “Promoters of
managed investment schemes must comply with the
law, including the requirement to register the scheme
with ASIC and hold an AFS license. Where this doesn’t
occur, ASIC will take action.”

The full judgment with the Court’s reasons is anticipated
to be handed down on December 11, 2020. ASIC's
investigation into the conduct of Mr. Marco is ongoing.

BAFIWIESRA R RSB ELLE Chris Marco K
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Administrative Appeals Tribunal Upholds Decision
of  Australian  Securities and Investments
Commission to refuse Allegra a License

Decision of Australian Securities and Investments
Commission (ASIC) to refuse Allegra Financial Services
Pty Ltd (Allegra) an Australian financial services license
(AFSL) to provide personal financial product advice to
retail and wholesale clients has been affirmed by the
Administrative Appeals Tribunal (AAT).

On November 30, 2020, the AAT found that Allegra’s
controller, sole director and proposed responsible
manager, Lachlan Schonfelder, engaged in conduct
such that it could not be satisfied that Allegra would
provide financial services efficiently, honestly and fairly.
The lack of candor in Mr. Schonfelder’'s dealings with
ASIC also raised serious doubts in the AAT’s mind as to
whether Allegra would be able to deal honestly.

Mr. Schonfelder accepted a personal loan from a client
while he was an authorized representative of another
licensee and his employment was terminated. Allegra
failed to disclose this in its application and Mr.
Schonfelder provided misleading information to ASIC
regarding the reasons that he ceased employment with
the licensee.

In making its decision, the AAT’s decision turned on Mr.
Schonfelder’s past conduct, and on his potential future

conduct, given the central role he plays in the business
and operations of Allegra.

ASIC Commissioner Danielle Press said the decision is
a clear reminder to applicants that they must deal openly
and honestly and provide full and frank disclosure to
ASIC when applying for a license and responding to
requests for additional information.

“ASIC has fundamental concerns with Mr. Schonfelder,
and the AAT's decision emphasizes that these concerns
cannot be solved by attempting to outsource compliance
and monitoring to a third-party. The decision reinforces
the recent licensing reforms under the Financial Sector
Reform (Hayne Royal Commission Response—
Stronger Regulators [2019 Measures]) Act 2020 which
provide that ASIC must not grant a license unless it has
no reason to believe a controller, officer or senior
manager is not a fit and proper person to provide
financial services, or perform one or more functions as
an officer of the applicant if a license was granted. The
character of these persons remains a critical aspect of
ASIC'’s licensing assessment”, Ms. Press said.
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Singapore and China Expand Financial Cooperation
to Support Post-COVID-19 Recovery

On December 8, 2020, the Monetary Authority of
Singapore (MAS) announced initiatives to enhance
financial cooperation between Singapore and China.
These measures will build on existing areas of
collaboration and facilitate financing and investment
activities in support of a post-COVID-19 recovery in
Singapore and China.

The initiatives were discussed at the 16th Joint Council
for Bilateral Cooperation (JCBC) between Singapore
and China, co-chaired by Singapore Deputy Prime
Minister, Coordinating Minister for Economic Policies
and Minister for Finance, Mr. Heng Swee Keat, and
People’s Republic of China Executive Vice Premier of
the State Council, Mr. Han Zheng.

The initiatives include:

¢ RMB Cooperation — MAS recently launched a new
RMB 25 billion initiative to enhance RMB market
liquidity, through MAS’ money market operations.
This initiative will better meet the RMB financing and
hedging needs of corporates in Singapore and the
region.

e Cooperation between Singapore and Chinese
Exchanges — MAS and the China Securities
Regulatory Commission (CSRC) are facilitating
efforts by Singapore and Chinese exchanges to
collaborate in new areas such as exchange traded
funds.

e Digital Finance — MAS and the People’s Bank of
China will strengthen cooperation in digital finance

to support tourism, trade and e-commerce between
our countries.

e Green Finance — MAS will work with Chinese
central and provincial counterparts to broaden
cooperation in green finance.

In addition, MAS announced the award of the following:

e A qualifying full bank (QFB) license to China
Construction Bank, under the China-Singapore Free
Trade Agreement Upgrade Protocol.

e Recognition of Zhengzhou Commodity Exchange as
a recognized market operator, allowing investors in
Singapore access to the commodity derivatives
markets in China.

These announcements follow CSRC’s approval in
August this year for the establishment of DBS Securities
(China) Limited, a securities joint venture in China,
providing customers in China greater access to
international capabilities and offerings.

Ms. Jacqueline Loh, Deputy Managing Director of MAS,
said, “Financial services will play a critical role in
facilitating a post-COVID-19 economic recovery. At the
same time, RMB internationalization and the further
opening up of China’s capital markets are two key trends
shaping Asia’s financial services landscape over the
medium term. Singapore can play a useful role in this
transformation, while supporting bilateral growth, and
trade and investments between China and Singapore.”
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Source KJ&:

https://www.mas.gov.sg/news/media-
releases/2020/singapore-and-china-expand-financial-
cooperation-to-support-post-covid-19-recovery

Monetary Authority of Singapore Launched Digital
Infrastructure to Enable More Effective Financial
Planning by Singaporeans

On December 7, 2020, the Monetary Authority of
Singapore (MAS) and the Smart Nation and Digital
Government Group (SNDGG) launched the Singapore
Financial Data Exchange (SGFinDex), which will enable
Singaporeans to consolidate their financial information
for more effective financial planning.

SGFinDex is the world's first public digital infrastructure
to use a national digital identity and centrally managed
online consent system to enable individuals to access,
through applications, their financial information held
across different government agencies and financial
institutions. Built on Singapore's National Digital Identity
(SingPass), SGFinDex was developed by the public
sector in collaboration with The Association of Banks in
Singapore and seven participating banks.

With SGFinDex, individuals can use their SingPass to
retrieve their personal financial information (such as
deposits, credit cards, loans, and investments) from the

participating banks and their financial information (such
as HDB loans and CPF balances) from the relevant
government agencies. This will help individuals better
understand their overall financial health and plan their
finances holistically. In the next phase of SGFinDex,
individuals will be able to access information on their
insurance policies held with insurers and their holdings
of stocks at the Central Depository.

The Ministry of Manpower and GovTech have
developed a digital financial planning service,
MyMoneySense, that makes use of SGFinDex to
provide Singaporeans with an overview of their finances.
It will offer trusted, personalized and actionable
guidance for more effective and comprehensive
financial planning. Members of the public can use
MyMoneySense to plan their finances at
WWW.mymoneysense.gov.sg.

Several participating banks have also tapped on
SGFinDex to offer enhanced financial planning services
to their customers. These services provide applications
covering money management, investments, identifying
protection needs and retirement planning.

SGFinDex is designed to ensure data protection and
privacy of personal financial information. It will only
transmit but not store any personal financial data.
Financial data can be retrieved only through explicit
consent of the individual, whose identity must be verified
through SingPass. All data transmitted through
SGFinDex is encrypted and can be read only on the
financial planning applications receiving the data.

Ravi Menon, Managing Director, MAS, said, “Today, our
personal financial information is fragmented across
multiple entities, and we often take financial decisions,
like making an investment or buying a house, without a
holistic view of our financial situation. SGFinDex
empowers the individual to consolidate his financial
information for a comprehensive view of his portfolio and
use digital tools like MyMoneySense to make better
financial decisions. SGFinDex is a tangible expression
of harnessing digital technology to enhance the financial
well-being of Singaporeans.”

Ng Chee Khern, Permanent Secretary, SNDGG, said,
“Smart Nation is about using technology to transform
and improve lives, and to create new opportunities in an
economy powered by digital innovation. The
Government can play a role in building the platforms and
frameworks for data sharing and digital collaboration, so
that companies and public agencies may create new
services, and better meet the needs of citizens and
businesses. SGFinDex is a case in point. We are excited
to partner MAS and the financial industry on this
pioneering initiative, and we look forward to working with
other industries to drive such data-sharing innovations.”
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Samuel Tsien, Chairman, ABS and Group CEO of
OCBC Bank, said, “Banks in Singapore have always
been at the forefront of digital innovation, creating online
products and services that serve our customers well in
a seamless and convenient manner. ABS and the 7
participating banks are pleased to have participated in
the world’s first public-private-partnership in building a
public digital infrastructure, that is underpinned by a
national digital identity and online consent framework, to
help our customers manage their finances holistically.
SGFinDex not only showcases Singapore banks’ digital
abilities but also our financial planning capabilities.”
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Singapore Exchange Welcomes the Listing of China
Development Bank’s Domestic Bonds

On December 3, 2020, Singapore Exchange (SGX)
welcomed the onshore bond listings of China
Development Bank (CDB), marking the first time that
China onshore RMB bonds are being listed on the
exchange.

CDB is the world’'s largest development finance
institution, and China’s largest bank specializing in
medium- to long-term lending and bond issuance. Since
its establishment in 1994, CDB has issued more than
RMB20 trillion worth of bonds.

A total of six CDB fixed rate bonds across tenors of 1, 3,
5,7, 10 and 20 years are being listed on SGX. This is a
symbolic representation of CDB'’s vyield curve in the
global bond market and underpins the continued
momentum in the development and internationalization
of China’s financial markets.
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1 e | avear 2.70% 5 billion 2020111126 | 2.78% 552
2 RIS | 3 vear 3.00% 5 billion 202011124 | 3.19% 6.23
3 CADI | s vear 3.34% 9 billion 2020/11/26 | 338% | 3.38
4 oo 7 vear 3.39% 3 billion 2020/11/24 | 3.44% 6.23
5 o0 | 10vear 3.70% 18 billion 2020/11/26 | 3.69% | 2.8
6 Chhoe | 20vear 3.90% 2.5 billion 202011124 | 3.98% | 6.67

Mr. Loh Boon Chye, Chief Executive Officer of SGX,
said, “We are delighted to welcome CDB'’s onshore RMB
bond on the SGX platform. Today’s listing marks another
milestone in three decades of strong bilateral ties
between Singapore and China, and we are excited at the
tremendous opportunities to grow this partnership,
bridging financial markets in China and Singapore, and
jointly serving issuers and investors globally.”

A spokesperson for China Development Bank’s
Treasury Bureau said, “This year marks the 30th
anniversary of strong bilateral ties between China and
Singapore. The listing of China Development Bank’s
bonds on SGX further broadens our channels for
promoting CDB bonds overseas and supports our
engagement with Singapore and global investors. It also
strengthens the connectivity between the financial
markets in China and Singapore and plays a key role in
the development and internationalization of China’s
financial markets.”
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Singapore Exchange Welcomes Credit Bureau Asia
Limited to Mainboard

On December 3, 2020, Singapore Exchange (SGX)
welcomed the listing of Credit Bureau Asia Limited on its
Mainboard under the stock code “TCU".

Credit Bureau Asia provides credit and risk information
solutions (CRIS) to an extensive client base across
Singapore, Malaysia, Cambodia and Myanmar. The
Group has two core business segments — (i) the financial
institution data business that provides credit reporting
services, data analytics customer and portfolio
monitoring services and customized solution and
products, and (ii) the non-financial institution data
business offering risk management services, sales and
marketing solutions, receivables management services
and business education services.

Kevin Koo, Executive Chairman and Chief Executive
Officer of Credit Bureau Asia Limited, said, “Today is an
important milestone in our corporate history and a
fulfilment of our dream of becoming a listed company. It
also marks the start of an exciting journey for us to
achieve our growth plans in Singapore and the region,
and to deliver sustainable long term returns for our
shareholders.”

Mohamed Nasser Ismail, Global Head of Equity Capital
Markets, SGX, said, “We are pleased to welcome Credit
Bureau Asia, Southeast Asia’s leading credit and risk
information solutions provider. The listing of a home-
grown Singapore company is always an especially
proud moment for us. Data is increasingly being used to
manage risks and in decision-making; Credit Bureau
Asia can count on the SGX platform as it capitalizes
these growth opportunities.”

With a market capitalization of about S$215 million,
Credit Bureau Asia Limited’s listing will boost SGX’s
consumer cluster to a total of 137 listings with combined
market capitalization of more than S$62 billion.
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Singapore Exchange Welcomes the Listing of Lion-
OCBC Securities Hang Seng TECH ETF

e Lion Global Investors and OCBC Securities partner
to offer investors affordable access to Asia’s largest
technology companies

On December 10, 2020, Singapore Exchange (SGX)
welcomed the listing of Lion-OCBC Securities Hang
Seng TECH ETF with assets under management of
S$64 million, providing efficient access to the fastest-
growing Chinese technology companies as retail
demand for exchange-traded funds (ETFs) reaches a
new high.

The ETF covers leading technology-themed companies
across the information technology, industrials,

healthcare, consumer and financials sectors, including
Alibaba Group, JD.com, Meituan Dianping, Tencent and
Xiaomi.

The listing of the ETF comes on the back of record high
investor interest in ETFs, with retail turnover of equities
ETFs quadrupling to S$570 million in the first 11 months
of 2020, compared to the same period last year. The
strong demand for ETFs in Singapore is in part fueled
by the growth in ETF investing platforms such as regular
savings plan providers, including OCBC’s Blue Chip
Investment Plan (BCIP) and robo advisors.

Gerard Lee, Chief Executive Officer at Lion Global
Investors, said, “The Lion-OCBC Securities Hang Seng
TECH ETF allows investors in Singapore a convenient
and cheap way of investing in a secular trend. Other
than investing in the merits of companies at the forefront
of disruption and innovation, this ETF gives investors an
easy avenue to express their views on geopolitical shifts,
as more tech champions list in Asia. The Lion-OCBC
Securities Hang Seng TECH ETF will allow investors to
invest and trade in a security denominated in SGD and
USD. We are confident that this ETF will have high
trading volume and liquidity.”

Wilson He, Managing Director of OCBC Securities, said,
“A key strategic focus of OCBC Securities is bringing
foreign investments opportunities to local investors. In
recent years, there is an increased interest in the
Chinese tech-themed companies and these companies
have consistently been our top traded counters in global
markets. It is no secret that investors are definitely keen
in these technology companies of great potential. With
the listing of Lion-OCBC Securities Hang Seng TECH
ETF on SGX, local investors will benefit by trading in a
familiar environment. This is also an opportunity for
investors to gain access to rapidly growing Chinese
technology giants in an easy and affordable manner.”

Michael Syn, Head of Equities at SGX, said, “We
congratulate Lion Global Investors and OCBC Securities
on the listing of the first ETF under their strategic
partnership. We believe that investors will be well-
served as the ETF harnesses the respective firms’
expertise and synergies within the OCBC group. A
strong addition to SGX's multi-asset platform, this latest
product is a timely portfolio diversification tool for
investors looking to benefit from digital transformation
trends, while managing risks and opportunities in an
evolving and increasingly polarized global technology
landscape.”

The Lion-OCBC Securities Hang Seng TECH ETF is the
second ETF listing by Lion Global Investors following
Lion Phillip S-REIT ETF, its first pure-play S-REIT ETF
listed in 2017.
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Financial Conduct Authority of the United Kingdom
Reminds Firms to Be Ready for End of Transition
Period

The Financial Conduct Authority (FCA) of the United
Kingdom (UK) has reminded firms to be ready for the
end of the transition period in 1 month’s time. When the
transition period ends at 11pm on December 13, firms
will need to be prepared for a number of changes to the
regulatory environment in which they operate. European
Union (EU) laws will no longer apply and passporting will
end.

To help firms prepare, the FCA has published extensive
information on its website setting out the key issues
firms need to focus on. Firms should be aware that:

e The FCA is making use of the Temporary
Transitional Power to provide them with more time
to comply with a large number of the changes

o However, there are also key requirements that firms
need to comply with by January 1, 2021
Passporting will end on December 31, 2020: firms
that intend to carry on providing services currently
covered by a passport will need to ensure they will
be able to do so after the end of the transition period

The FCA has set out in detail considerations to help
firms understand if or how they will be affected and what
action they may need to take. The FCA Handbook has
also been updated with changes to regulatory
requirements that will apply to firms. The temporary
permissions regime (TPR) will enable relevant firms and
funds which passport into the UK to continue operating
in the UK providing that they notify the FCA no later than
30 December.

If a firm currently relies on a passport to provide services
to or from the UK, and proposes to cease those services
at the end of the transition period, the FCA expects them
to ensure the right outcomes for their customers, and
provide timely communications to enable them to make
appropriate decisions.

Nausicaa Delfas, Executive Director of International at
the FCA, said: “With just a month to go until the end of
the transition period, firms need to make sure they are
prepared for the end of passporting, and for the new
financial services landscape after the end of the
transition period. To help minimize disruption, we have
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onshored EU legislation and established temporary
regimes to allow non-UK firms and funds to operate in
the UK after December 31, 2020. We remain committed
to open markets, international co-operation and high
international standards of regulation.”
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Source XJE:
https://lwww.fca.org.uk/news/press-releases/1-month-go-fca-
reminds-firms-be-ready-end-transition-period

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