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Hong Kong Magistrates’ Court Convicts Company
Secretary of Insider Dealing via Spouse’s Securities
Account

On December 17, 2020, the Eastern Magistrates’ Court
of Hong Kong convicted Mr Chow Chiu Chi, company
secretary of China Automation Group Limited (China
Automation), of insider dealing in the shares of China
Automation following a prosecution by the Securities
and Futures Commission (SFC).

Facts

The court heard that on April 11, 2016, Chow became
aware that a letter in relation to a possible general offer
would be issued to the directors of China Automation
and he was instructed to liaise with the legal
representatives of China Automation and The Stock
Exchange of Hong Kong Limited (SEHK) to arrange
suspension of trading. He received the letter at about
2:21 pm on the same day. Before the trading suspension
which took place at around 3:12 pm on April 11, 2016,
Chow, who knew that the possible general offer was a
piece of inside information, purchased a total of 534,000
China Automation shares through his wife’s securities
account between 1:57 pm and 3:03 pm.

On April 12, 2016, China Automation published an
announcement in relation to the possible general offer.
Upon resumption of trading in China Automation shares
on April 13, 2016, the company’s share price rose up to
HK$1.20, which represented 18.81% increase from the
previous closing price of HK$1.01. Between April 14 and
21, 2016, Chow sold some of the China Automation
shares and made a profit of HK$7,417. The notional
profit of the shares remained unsold was HK$36,865.

Chow, who pleaded guilty to one count of insider dealing,
was granted cash bail of HK$10,000 and is not allowed
to leave Hong Kong during the adjournment. The court
adjourned the case to January 11, 2021 for sentencing.

China Automation was listed on the Main Board of the
SEHK in 2007. The shares were delisted following a
proposal of privatization of the company which became
effective from October 29, 2019.

Remarks

Hong Kong's criminal law generally does not have
carve-outs when the amount concerned is small. Insider
dealing is known to be difficult to be detected and to be
proven. However, with the advance of technology,
regulatory bodies across the globe have utilized
sophisticated tools and new methodology to track
market misconduct. In Hong Kong, SFC's Market
Misconduct Team has been formed by reorganizing the
market surveillance and investigation functions. The
team monitors trading activities on SEHK on a daily
basis and collects data to analyze and insolate patterns
and connections among individuals, companies and
transactions. SFC will also conduct inquiries to further
detect possible market misconduct. In 2019/20, SFC has
commenced two cases before the Market Misconduct
Tribunal against one corporation and eight persons for
suspected insider dealing or late disclosure of inside
information. This case is another example
demonstrating SFC's ability to capture individuals
involving in insider dealing, even if the transaction
amount is relatively small or recognized as not easily
detectable. Once convicted, the career and other
intangible loss of the insider dealer could be devastating.
The prosecution apparently accepted that Chow’s wife
was merely a nominee for him in the transaction;
otherwise, both the couple could have been prosecuted.
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Hong Kong Market Misconduct Tribunal Finds Li Yik
Shuen Culpable of Insider Dealing in Meaduville
Holdings Limited Shares

On December 14, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that the Market
Misconduct Tribunal (MMT) has found that Ms. Li Yik
Shuen (Li) engaged in insider dealing in the shares of
Meadville Holdings Limited (Meadville) in 2009 following
proceedings brought by the Securities and Futures
Commission (SFC).

The SFC alleged that Mr. Tom Tang Chung Yen (Tang),
the former chairman and an executive director of
Meadville, had tipped off Li about a proposed sale of
Meadville’s principal businesses and Li went on to
purchase Meadville shares before Meadville issued an
announcement on November 16, 2009 regarding the
sale of its core printed circuit board and laminate
businesses as well as the distribution of a special
dividend. For details, please refer to the SFC’s press
release dated September 16, 2019:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-announcements/news/enforcement-
news/doc?refNo=19PR84.

The MMT is satisfied that Li, who was in a long-standing
intimate relationship with Tang, was in possession of
relevant information that she received from Tang when
she spent HK$5.95 million to purchase Meadville shares
between October 23 and 28, in 2009. Li, who was found
to be culpable of insider dealing, made a profit in a sum
of HK$546,817.43 following her disposal of the
Meadville shares. The MMT finds that Li made that
profit as a result of her insider dealing in Meadville
shares.

Although Tang provided Li with a series of pieces of
information in his conversations with Li about his work,
which, when collated by Li, constituted relevant
information, the MMT is not satisfied that he set out to
provide her with the relevant information, but
nevertheless it is satisfied that is the effect of what he
did.

The MMT is satisfied that there is no evidence that Tang
had counselled or procured Li to deal in Meadville
shares, or that Tang knew or had reasonable grounds to
believe that Li would use the information to deal in
Meadville shares.

In the circumstances, the MMT is not satisfied that Tang
engaged in market misconduct.

The MMT will determine the sanctions to be made
against Li and subsequent orders at a later date.
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Combest
Holdings Limited (Stock Code: 8190)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on December 22, 2020 that the
listing of the shares of Combest Holdings Limited
(Combest) will be cancelled with effect from 9:00 a.m.
on December 24, 2020 under Rule 9.14A of the Rules
Governing the Listing of Securities on GEM of The Stock
Exchange of Hong Kong Limited (GEM Rules).

Trading in Combest’s shares has been suspended since
May 29, 2019 pursuant to the direction of the Securities
and Futures Commission under section 8(1) of the
Securities and Futures (Stock Market Listing) Rules.

Under GEM Rule 9.14A, the Exchange may delist
Combest if trading does not resume by May 28, 2020.

Combest failed to fulfill all the resumption guidance set
by the Exchange, fully comply with the GEM Listing
Rules and resume trading by May 28, 2020. On June
12, 2020, the GEM Listing Committee decided to cancel
the listing of Combest’s shares on the Exchange under
GEM Rule 9.14A.

On June 23, 2020, Combest sought a review of the GEM
Listing Committee’s decision by the Listing Review
Committee. On December 11, 2020, the Listing Review
Committee upheld the decision of the GEM Listing
Committee to cancel Combest’s listing. Accordingly, the
Exchange will cancel Combest’s listing with effect from
9:00 am on December 24, 2020.

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

The Exchange advises shareholders of Combest who
have any queries about the implications of the delisting
to obtain appropriate professional advice.
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The Listing Committee of The Stock Exchange of
Hong Kong Limited Criticizes Wai Chi Holdings
Company Limited (Stock Code: 1305) and its
Executive Director, Mr. Chen Wei Wu, for Breaching
the Listing Rules and/or the Director’s Undertaking

On December 21, 2020, The Listing Committee of The
Stock Exchange of Hong Kong Limited (Listing
Committee) criticized Wai Chi Holdings Company
Limited (Wai Chi Holdings) (Stock Code: 1305) for
breaching Rules 14.23B(1), 14.34, 14.38A and 14.40 of
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (Exchange
Listing Rules) for failing to consult the Exchange for
aggregation of transactions, and for failing to comply
with the announcement and/or circular and prior
shareholders’ approval requirements in relation to
discloseable transactions and a major transaction. The
current executive director of Wai Chi Holdings, Mr. Chen
Wei Wu (Mr. Chen) was also criticized for breaching
Rule 3.08(f) and his obligations under the Declaration
and Undertaking with regard to Directors given to the
Exchange in the form set out in Appendix 5B to the
Exchange Listing Rules (Undertaking).

Hearing

On October 28, 2020, the Listing Committee conducted
a hearing into the conduct of Wai Chi Holdings and Mr.
Chen in relation to their obligations under the Exchange
Listing Rules and the Undertaking.

Facts

This case involves Wai Chi Holdings’ five subscriptions
of wealth management products (WMPs) (namely, index
or asset linked deposits) between September and
December 2018. The total amount of these investments
(Investments) was approximately HK$153 million,
recorded as “financial assets at fair value through profit
or loss” in Wai Chi Holdings’ annual results for the year
ended December 31, 2018 (2018 Financial Assets) and
representing 9.8 per cent of Wai Chi Holdings’ total
assets as at December 31, 2018.

Each of the Investments (except Product 4) constituted
a discloseable transaction. Additionally, the three
subscriptions made in December 2018 (Products 1 to 3)
in aggregate constituted a major transaction, and the
other two subscriptions made in September 2018

(Products 4 to 5) in aggregate constituted a discloseable
transaction. Wai Chi Holdings did not comply with the
announcement and/or circular and prior shareholders’
approval requirements pursuant to Chapter 14 of the
Exchange Listing Rules in relation to the Investments.

Mr. Chen was solely responsible for the Investments. He
did not notify the Board or consult professional advisers
in relation to the proposed subscription of the WMPs, as
he considered the Investments were in essence time
cash deposits and did not constitute “transactions” under
Rule 14.04(1)(a).

The Exchange commenced enquiries in March 2019
about Wai Chi Holdings’ 2018 Financial Assets. Despite
having the Exchange’s guidance materials on the
acquisition of WMPs (e.g. Enforcement Newsletter, July
2018) and having been informed on two occasions that
each of the Investments constituted a “transaction”
under the Exchange Listing Rules, no remedial action
was taken by Wai Chi Holdings in relation to the
announcement and/or circular and shareholders’
approval requirements.

Wai Chi Holdings’ breaches

These Investments were not pure time deposits and
were not classified as such by either the relevant banks
or Wai Chi Holdings’ auditor. Each of the Investments
constituted a “transaction” under Chapter 14 of the
Exchange Listing Rules as it involved an acquisition of
assets (i.e. the WMPSs). This is consistent with Wai Chi
Holdings’ classification of the Investments as “Financial
assets at fair value through profit or loss”, as opposed to
“Bank balances and cash” in both its annual results
announcement for the year ended December 31, 2018
and annual report for the year ended December 31,
2018. Further, Wai Chi Holdings acknowledged at the
hearing that it was aware of the relevant guidance
materials published by the Exchange at the relevant
times when the Investments were made.

Based on the size tests, each of the Investments (except
Product 4) constituted a discloseable transaction.
Additionally, the Investments should be aggregated
under Rule 14.22 by virtue of the fact that Products 1 to
3 were acquired from the same party within a 12-month
period and Products 4 to 5 were acquired from the same
party on the same day. The subscriptions of Products 1
to 3 and Products 4 to 5, in aggregate, constituted a
major transaction and a discloseable transaction,
respectively.

Whilst the Listing Committee noted Wai Chi Holdings’
submission that the Investments were made at the
request of the relevant banks to facilitate the provision
of loan facilities even though these requirements were
not included in the underlying loan facility agreements,


https://www.hkex.com.hk/News/Regulatory-Announcements/2020/201222news?sc_lang=en
https://www.hkex.com.hk/News/Regulatory-Announcements/2020/201222news?sc_lang=en

J M L

such request did not excuse Wai Chi Holdings from
complying with the relevant Exchange Listing Rules.

In light of the above, the Listing Committee found that
Wai Chi Holdings breached Rules 14.23B(1), 14.34,
14.38A and 14.40 for failing to consult the Exchange for
the purpose of aggregation of the transactions, and
comply with the announcement and/or circular and prior
shareholders’ approval requirements in respect of the
Investments.

Mr. Chen'’s breaches

The Listing Committee concluded that Mr. Chen
breached Rule 3.08(f), and his Undertaking for failing to
comply to the best of his ability with the Exchange Listing
Rules and to use his best endeavors to procure Wai Chi
Holdings’ compliance with the Exchange Listing Rules:

(1) Mr. Chen was aware of and approved Wai Chi
Holdings’ subscription of the WMPs.

(2) Despite the significant amounts of the Investments
and Wai Chi Holdings’ regulations that any material
resolutions relating to the overall interests of the
Group and resource allocation must be raised for
the Board’s discussion and decision making, Mr.
Chen failed to notify the Board or seek professional
advice when contemplating the subscription of the
WMPs.

(3) Wai Chi Holdings’ breaches arose from Mr. Chen’s
misinterpretation of the definition of “transaction”
under Rule 14.04(1). Whilst the Listing Committee
noted Mr. Chen’s submission that the Investments
were made at the request of the relevant banks to
facilitate the provision of loan facilities, such request
did not constitute an exemption from Wai Chi
Holdings’ obligation to comply with the relevant
Exchange Listing Rules. Further, despite the
Exchange’s guidance materials available to the
market, Mr. Chen failed to procure Wai Chi Holdings’
compliance with the applicable Exchange Listing
Rules in relation to the Investments.

Sanctions

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

(1) criticize Wai Chi Holdings for its breach of Rules
14.23B(1), 14.34, 14.38A and 14.40; and

(2) criticize Mr. Chen for his breach of Rule 3.08(f) and
his Undertaking.

The Listing Committee further directed:

(3) Mr. Chen is required to (a) attend 18 hours of
training on regulatory and legal topics including
Exchange Listing Rule compliance (Training). The
Training must include at least three hours on each
of (i) director’s duties; (ii) the Corporate Governance
Code; and (iii) the Exchange Listing Rule
requirements for notifiable transactions, to be
provided by training providers approved by the
Listing Division and completed within 90 days from
the date of the decision letter of the Listing
Committee; and (b) provide the Listing Division with
the Training provider's written certification of full
compliance with these requirements within two
weeks after Training completion.

(4) Wai Chi Holdings is to publish an announcement to
confirm that the above direction has been fully
complied with within two weeks after Training
completion.

(5) Wai Chi Holdings is to submit a draft announcement
referred to above for the Listing Division’s comment
and may only publish the announcement after the
Listing Division has confirmed it has no further
comment on it.

(6) Following the publication of this news release, any
changes necessary and any administrative matters
which may emerge in the management and
operation of any of the directions set out in
paragraphs (3) to (5) above are to be directed to the
Listing Division for consideration and approval. The
Listing Division should refer any matters of concern
to the Listing Committee for determination.
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The Stock Exchange of Hong Kong Limited
Publishes Conclusions on Paperless Listing &
Subscription Regime, Online Display of Documents
and Reduction of the Types of Documents on
Display

The Stock Exchange of Hong Kong Limited (Exchange),
a wholly-owned subsidiary of Hong Kong Exchanges
and Clearing Limited (HKEX), on December 18, 2020
published conclusions to its Consultation on Paperless
Listing & Subscription Regime, Online Display of
Documents and Reduction of the Types of Documents
on Display (Consultation Conclusions) which ended on
September 24, 2020.

The Exchange received 146 non-duplicate responses
from a broad range of respondents that were
representative of all stakeholders in the Hong Kong
market. Having carefully considered each respondent’s
views and based on the reasons set out in the
consultation paper and provided by respondents, the
Exchange will adopt all the proposals outlined in the
consultation paper with a number of minor modifications
as set out in the Consultation Conclusions.

Under the amended Listing Rules:

1. All listing documents in a New Listing must be
published solely in an electronic format and New
Listing subscriptions, where applicable, must be
made through online electronic channels only
(Paperless Listing and Subscription Regime);

2. The current requirement for certain documents to be
put on physical display will be replaced with a
requirement for those documents to be published
online (Online Display of Documents); and

3. The types of documents that it is mandatory for an
issuer to put on display for notifiable transactions
and connected transactions will be reduced
(Reduction of Documents on Display).

The amended Listing Rules will take effect on the
following dates:

1. Monday, July 5, 2021 - for the Listing Rule
amendments relating to the Paperless Listing and
Subscription Regime; and

2. Monday, October 4, 2021 - for the Listing Rule
amendments relating to the Online Display of
Documents and the Reduction of Documents on
Display.
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The Stock Exchange of Hong Kong Limited
Publishes its Latest Review of Issuers’ Corporate
Governance Practices, and Practitioners’ Insights
on Corporate Governance and ESG
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The Stock Exchange of Hong Kong Limited (the
Exchange), a wholly-owned subsidiary of Hong Kong
Exchanges and Clearing Limited (HKEX), on December
11, 2020 published: (a) the findings of its latest review of
issuers’ corporate governance practices (Review); and
(b) market practitioners’ insights entitled “Making
inroads into good Corporate Governance and ESG
management” (Practitioners’ Insights).

Corporate governance and environmental, social and
governance (ESG) are key pillars in upholding the
quality and reputation of Hong Kong's markets, which in
turn  contributes to the competitiveness and
attractiveness of Hong Kong's markets. Promoting
corporate governance and ESG amongst Hong Kong'’s
issuers is a journey the Exchange is committed to for the
long term.

Review of issuers’ corporate governance practices

The Review provides guidance to issuers on possible
improvements to their corporate governance practices.
It focuses on disclosures in the corporate governance
reports of 400 randomly selected issuers (Sample
Issuers) for the financial year ended on December 31,
2019; and disclosures in relation to re-election of long-
serving INEDs (i.e. independent non-executive directors
(INEDs) who have served more than nine years) and
election of overboarding INEDs (i.e. holding their
seventh (or more) directorship).

Key findings and recommendations of the Review
include:

e There was an improvement in issuers’ compliance
with the Corporate Governance Code and
Corporate Governance Report (Code). All Sample
Issuers have complied with at least 73 out of 78
Code Provisions (CPs), and 41 per cent of them
have fully complied with all CPs (2017/2018 review:
36 per cent). Explanations were given in
substantially all occasions where there was
deviation from a CP.

¢ While separating the roles of chairman and chief
executive remains a challenge for issuers (with a
compliance rate of 64 per cent), all the remaining
CPs were complied with by a vast majority of the
Sample Issuers (over 90 per cent). Issuers’ attention
is drawn to the CP requiring disclosure of dividend
policy recently introduced in January 2019, which
was overlooked by individual issuers.

e Re-election of a long-serving INED - Issuers are
reminded that satisfaction of the independence
criteria set out in the Main Board Rule 3.13 and GEM
Rule 5.09 by itself does not address whether the

long-serving INED remains capable of bringing fresh
perspectives and independent judgment to the
board.

e Election of an overboarding INED - Most issuers
justified the election of an overboarding INED by
listing factors considered by the board, some of
which are not necessarily relevant to a director’s
time availability. Issuers should disclose how the
board could be satisfied that the director can devote
sufficient time to the issuer’s affairs.

e Board diversity, nomination of and selection criteria
for directors - Almost all Sample Issuers disclosed
their policy on board diversity. Issuers are
encouraged to set and disclose measurable
objectives on board diversity as they demonstrate
the board’s commitment and enable tracking of the
company’s progress in this area.

For more details of the findings and our
recommendations, please see the report entitled
“Analysis of 2019 Corporate Governance Practice
Disclosure” available in the section headed “Review of
Implementation of Corporate Governance Code” on the
HKEX website: https://www.hkex.com.hk/-
/media/HKEX-Market/Listing/Rules-and-
Guidance/Other-Resources/Exchanges-Review-of-
Issuers-Annual-Disclosure/Review-of-Implementation-
of-Code-on-Corporate-Governance-
Practices/CG_Practices_2019_e.pdf?la=en.

Practitioners’ insights on corporate governance and
ESG

Over the years, the Exchange has introduced directors’
webcasts, e-trainings and published guidance materials
with the aim of instilling an appropriate attitude towards
corporate governance and ESG within Hong Kong
issuers and their boards.

In partnership with the Hong Kong Securities and
Investment Institute (HKSI), the Exchange is publishing
a Practitioners Insights which presents a collection of
experiences shared by market practitioners, with an aim
to help directors of listing applicants and newly listed
companies think holistically about building and
integrating  corporate  governance and ESG
considerations into their business strategy to achieve
long-term value for their organizations.

The practitioners insights is available in the sections
headed “Corporate Governance Practices” and
“Exchange’s guidance materials on ESG” on the HKEX
website: https://lwww.hkex.com.hk/-/media/HKEX-
Market/Listing/Rules-and-Guidance/Corporate-
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Governance-
Practices/Practitioners_insights.pdf?la=en.
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The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of Hua Han
Health Industry Holdings Limited (In Compulsory
Liguidation) (Stock Code: 587)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on December 11, 2020 that the
listing of the shares of Hua Han Health Industry Holdings
Limited (Hua Han) will be cancelled with effect from 9:00
a.m. on December 16, 2020 under Rule 6.01A of Rules
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Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (Listing Rules).

Trading in Hua Han’s securities has been suspended
since September 27, 2016.

On November 20, 2018, the Securities and Futures
Commission (the SFC) exercised its power under
section 8(1) of the Securities and Futures (Stock Market
Listing) Rules to direct the Exchange to suspend
dealings in the shares of Hua Han.

On August 4, 2020, the High Court of Hong Kong SAR
ordered among others to wind up Hua Han and appoint
two representatives of Borrelli Walsh Limited as Hua
Han'’s joint and several liquidators under the Companies
(Winding Up and Miscellaneous  Provisions)
(Amendment) Ordinance.

Under Rule 6.01A of the Listing Rules, the Exchange
may delist Hua Han if trading does not resume by July
31, 2019. After consultation with the SFC, the Exchange
agreed to withhold delisting Hua Han until October 30,
2020.

Hua Han failed to fulfill all the resumption conditions and
resume trading in its securities by October 30, 2020. On
November 27, 2020, the Listing Committee decided to
cancel the listing of Hua Han’s shares on the Exchange
under Rule 6.01A of the Listing Rules.

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

The Exchange advises shareholders of Hua Han 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 Netel
Technology (Holdings) Limited (Stock Code: 8256)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on December 11, 2020 that the
listing of the shares of Netel Technology (Holdings)
Limited (Netel Technology) will be cancelled in
accordance with Rules 9.14 and 9.15 of the Rules
Governing the Listing of Securities on GEM of The Stock
Exchange of Hong Kong Limited (GEM Rules) on the
ground that Netel Technology did not submit a viable
resumption proposal to demonstrate a sufficient level of
operations or assets under GEM Rule 17.26 within a six-
month period as required by the GEM Listing (Review)
Committee (the Delisting Procedures).

On August 7, 2018, the GEM Listing (Review)
Committee decided to suspend trading in Netel
Technology’s shares under GEM Rule 9.04 and proceed
with delisting Netel Technology under GEM Rule 9.14.
Netel Technology was required to submit a resumption
proposal to demonstrate a sufficient level of operations
or assets under GEM Rule 17.26 within a six-month
period to avoid delisting. Trading of Netel Technology’s
shares was suspended on August 8, 2018. The six-
month period expired on February 7, 2019.

Netel Technology has submitted a resumption proposal
before the end of the six-month period.
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On November 15, 2019, the GEM Listing Committee
considered that the resumption proposal was not viable
as Netel Technology had failed to demonstrate a
sufficient level of operations or assets under GEM Rule
17.26. Therefore, the GEM Listing Committee decided
to cancel the listing of Netel Technology’s shares on the
Exchange.

On November 25, 2019, Netel Technology sought a
review of the GEM Listing Committee’s decision by the
GEM Listing (Review) Committee. On May 26, 2020,
the GEM Listing (Review) Committee upheld the
decision of the GEM Listing Committee to cancel Netel
Technology’s listing.

On June 2, 2020, Netel Technology sought a review of
the GEM Listing (Review) Committee’s decision by the
Listing Appeals Committee. On November 24, 2020, the
Listing Appeals Committee upheld the decision of the
GEM Listing (Review) Committee’s to cancel Netel
Technology’s listing. Accordingly, the Exchange will
cancel Netel Technology'’s listing with effect from 9:00
a.m. on December 15, 2020.

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

The  Exchange advises Netel Technology’s
shareholders who have queries about the implications of
the delisting to obtain appropriate professional advice.
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Hong Kong Securities Clearing Company Limited
Launches New Service to Facilitate Lodging of
Shareholders’ Written Requisitions

Hong Kong Exchanges and Clearing Limited (HKEX)
announced on December 17, 2020 that its wholly-owned
subsidiary, Hong Kong Securities Clearing Company
Limited (HKSCC), will launch a new service to make it
easier for investors to exercise their shareholder rights,
such as to call general meetings, by facilitating the
submission of requisitions to listed Issuers.

This new service, which will start on December 21, 2020,
will enable investors to submit three types of requisitions
to lIssuers, without the need to withdraw eligible
securities from the depository of the Central Clearing
and Settlement System (CCASS). These requisitions
are:

e Torequest the directors of an Issuer to call a general
meeting;

e To request an Issuer to circulate to its members or
securities holders a statement with respect to a
matter mentioned in a proposed resolution to be
dealt with at a general meeting or other business to
be dealt with at that meeting; and/or
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e To request an Issuer to give notice of a resolution
that may properly be moved and is intended to be
moved at an annual general meeting.

HKSCC will submit the requisitions to Issuers in the
capacity as the nominee holder of the relevant securities
on behalf of such investors.

Currently, investors are required to withdraw their
eligible securities from the CCASS depository via
CCASS Participants and have the securities re-
registered in their own names before they can submit
requisitions to Issuers to exercise their shareholder
rights.

Under the new service, CCASS Participants may apply
to HKSCC on behalf of investors to raise a requisition to
an issuer in accordance with relevant rules and
procedures.

For further details, please refer to the circular published
on the HKEX website: https://www.hkex.com.hk/-
/media/HKEX-Market/Services/Circulars-and-
Notices/Participant-and-Members-
Circulars/HKSCC/2020/ce_HKSCC_NOM_375_2020.p
df?la=en.
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Hong Kong Securities and Futures Commission
Reprimands and Fines Fulbright Securities Limited
HK$3.6 Million

On December 23, 2020, Hong Kong Securities and
Futures Commission (SFC) announced that it has
reprimanded Fulbright Securities Limited (Fulbright) (a
licensed corporation under the Securities and Futures
Ordinance to carry on business in Type 1 (dealing in
securities) and Type 4 (advising on securities) regulated
activities) and fined it HK$3.6 million for internal control
failures relating to short selling and for failing to report
related short selling incidents to the SFC in a timely
manner as required by the SFC’'s Code of Conduct.
Under paragraph 12.5 of the Code of Conduct for
Persons Licensed by or Registered with the SFC (Code
of Conduct), a licensed or registered person is required
to report to the SFC immediately on the happening of
any material breach, infringement of or non-compliance
with any law, rules, regulations and codes administered
or issued by the SFC, or where it suspects any such
breach, infringement or non-compliance whether by
itself or persons it employs or appoints to conduct
business with clients or other licensed persons.

The SFC’s investigation found that between October
2015 and March 2016, there were at least 93 instances
of short sales executed by Fulbright which resulted from
its failure to put in place effective internal control
procedures to detect and prevent illegal short selling.

The SFC also found that Fulbright failed to report these
incidents to the SFC immediately upon discovering
them.

In deciding the disciplinary sanction, the SFC took into
account all relevant circumstances of the case, including
that:

e adequate and effective internal control systems are
fundamental to the fithess and properness of a
licensed corporation;
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e Fulbright’s short selling failures lasted for at least six
months;

e Fulbright's cooperation in resolving the SFC's
concerns and acceptance of the findings and
disciplinary action of the SFC;

e Fulbright had taken measures to rectify its internal
control deficiencies in relation to the detection and
prevention of short selling after the incidents; and

e Fulbright had an otherwise clean disciplinary record.
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Hong Kong Securities and Futures Commission
Concludes Consultation on Customer Due Diligence
Requirements for Open-Ended Fund Companies

On December 23, 2020, Hong Kong Securities and
Futures Commission (SFC) released consultation
conclusions on proposed customer due diligence
requirements for open-ended fund companies (OFCs).
On September 2, 2020, the SFC launched a one-month
Further Consultation on customer due diligence
requirements for OFCs.

The SFC will implement the proposal to require OFCs to
appoint a responsible person to carry out anti-money
laundering and counter financing of terrorism
(AML/CFT) functions, in line with the Financial Action
Task Force’s principles and requirements as well as to
better align the AML/CFT requirements for different
investment vehicles for funds in Hong Kong. OFCs will
be required to appoint a responsible person to carry out
AML/CFT functions as stipulated in the Anti-Money
Laundering and Counter-Terrorist Financing Ordinance.
The requirements are similar to those imposed on
limited partnership funds under the Limited Partnership
Fund Ordinance.

Upon the completion of the legislative process, the new
requirements will come into effect after a six-month
transition period.

The consultation conclusions is available at:
https://apps.sfc.hk/edistributionWeb/api/consultation/co
nclusion?lang=EN&refNo=20CP3.
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Hong Kong Securities and Futures Commission
Previews New Electronic Licensing Services on
WINGS, its Platform for Electronic Forms and Online
Submission Services

On December 21, 2020, Hong Kong Securities and
Futures Commission (SFC) unveiled new electronic
licensing functions on WINGS, an online platform for
submitting information to the regulator. These functions
are a cornerstone of the fully digitalized licensing
process which the SFC plans to launch in 2021.

The move to full digitalization will support the SFC'’s
backend processing and data analytics, providing
holistic technological benefits. It will also help sharpen
the SFC’s assessment of the fitness and properness of
applicants and licensees and make the overall licensing
process more efficient and effective.

The new online features introduced include web-based
licensing forms with auto-fill and skip logic features and
pre-set validation rules to reduce errors. Electronic
signatures will also be supported. Upgraded
administration functions will allow separate accounts for
licensees and their professional advisory firms, giving
them more flexibility in how they handle licensing
matters and manage submissions.

The SFC plans to move all of its licensing-related
processes to WINGS around mid-2021. The SFC Online
Portal should continue to be used to submit license
applications and for other licensing-related matters until
the official launch of the new functions on WINGS. To
allow industry participants to familiarize themselves with
the new features, firms are encouraged to activate their
WINGS accounts during a trial period. Details for
account activation have been sent via email to the
manager-in-charge for the overall management
oversight function of each licensed corporation and to
the executive officer of each registered institution and
associated entity. Self-registered SFC Online Portal
account users will be able to use their current
usernames and passwords to login to WINGS to see the
upgraded features. User guides and educational videos,
including information about account activation, are
available on the WINGS website at https://wings.sfc.hk.
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Hong Kong Securities and Futures Commission
Proposes Amendments to The Code on Pooled
Retirement Funds

On December 18, 2020, Hong Kong Securities and
Futures Commission (SFC) launched a three-
month consultation on proposed amendments to the
Code on Pooled Retirement Funds (PRF Code):
https://apps.sfc.hk/edistributionWeb/gateway/EN/consu
Itation/doc?refNo=20CP9. Pooled Retirement Funds
(PRFs) and investment portfolios are only available to
occupational retirement schemes as defined under the
Occupational Retirement Schemes Ordinance. As of
September 30, 2020, there were 2,962 ORSO schemes
with 74,819 members participating in 33 PRFs and 409
pooled investment portfolios with total assets under
management of HK$73 billion.
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The proposals would enhance the SFC’s requirements
for the operation of these funds and clarify the
obligations of key operators including product providers,
trustees, management companies and insurance
companies. PRFs and their underlying investment
portfolios are structured in the form of a trust or
insurance policy. Hence the proposed amendments are
benchmarked against the regulatory requirements
applicable to SFC-authorized unit trusts and investment-
linked assurance schemes, as far as they are applicable
and reasonably practicable.

The public is invited to submit their comments to the
SFC no later than March 19, 2021 via the SFC website
(www.sfc.hk), by email to prfc-consultation@sfc.hk, by
post or by fax to 2805 0007.
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Hong Kong Securities and Futures Commission
Licenses First Virtual Asset Trading Platform

The Securities and Futures Commission (SFC)
announced on December 16, 2020 that it has granted
the first licence to a virtual asset trading platform in Hong

Kong. The platform is licensed for Type 1 (dealing in
securities) and Type 7 (providing automated trading
services) regulated activities. As part of the licensing
conditions, the licensee must only provide services to
professional investors. The term "professional investor"
is defined in the Securities and Futures Ordinance and
the Securities and Futures (Professional Investor)
Rules. The platform will only serve professional
investors under the close supervision of the SFC and will
be subject to tailor-made requirements similar to those
which apply to securities brokers and automated trading
venues (see the Terms and Conditions for Virtual Asset
Trading Platform Operators:
https://apps.sfc.hk/publicreg/Terms-and-Conditions-for-
VATP_10Dec20.pdf).

In the Position paper, Regulation of virtual asset trading
platforms, dated November 6, 2019, which is available
at
https://www.sfc.hk/webl/files/ER/PDF/20191106%20Po
sition%20Paper%20and%20Appendix%201%20t0%20
Position%20Paper%20(Eng).pdf, the SFC announced a
regulatory framework for virtual asset trading platforms
which offer trading of at least one security token. The
framework sets out robust standards in the areas of
custody of assets, cybersecurity, know-your-client, anti-
money laundering, market surveillance, accounting and
auditing, product due diligence and risk management.
The SFC is one of the first major jurisdictions to
introduce a comprehensive framework for the regulation
of virtual asset trading platforms and its approach is
consistent with the recommendations of international
standard-setting bodies. Regulators in other major
markets have also announced plans to regulate virtual
asset trading to address concerns about anti-money
laundering and consumer protection.

The SFC will continue its efforts to provide a clear and
well-defined  regulatory  environment for the
development of the Fintech industry. In a consultation
launched in November, the Government proposed a
new legislative framework where the SFC would be able
to regulate all centralized virtual asset exchanges,
including those that only trade types of virtual assets
which currently fall outside the SFC’s jurisdiction. See
"Government launches consultation on legislative
proposals to enhance anti-money laundering and
counter-terrorist financing regulation", a press release
published by the Government of the Hong Kong Special
Administrative Region on November 3, 2020, which is
available at
https://lwww.info.gov.hk/gia/general/202011/03/P20201
10300338.htm. Interested parties are invited to submit
their comments to the Financial Services and the
Treasury Bureau on or before January 31, 2021.
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Hong Kong Securities and Futures Commission
Proposes to Upgrade the Industry’s Competency
Standards

On December 11, 2020 the Securities and Futures
Commission  (SFC) launched a consultation on
proposals to update its entry requirements for licence
applicants (which include applicants for being an
executive officer (EO) under section 71C of the Banking

Ordinance and a relevant individual (Rel) whose name
is entered in the register maintained by the Hong Kong
Monetary Authority under section 20 of the Banking
Ordinance) as well as its ongoing competency standards
for individual practitioners (which include responsible
officers, licensed representatives and EOs and Rels of
registered institutions).

Under the proposals, the minimum academic
qualification requirements would be raised and a
broader range of qualifications would be recognized. In
addition, applicants would have more flexibility for
meeting the industry qualification and regulatory
examination requirements. Continuous Professional
Training requirements for individual practitioners would
also be enhanced. The proposed enhancements would
involve changes to the Guidelines on Competence and
the Guidelines on Continuous Professional Training,
both published in March 2003. Details are set out in the
consultation  paper, which is available at
https://apps.sfc.hk/edistributionWeb/gateway/EN/consu
ltation/doc?refNo=20CP8.

To address the SFC’s concerns about the quality of work
performed by some financial advisers on matters
regulated by the Codes on Takeovers and Mergers and
Share Buy-backs, competence requirements would be
upgraded for individuals who are to advise on these
matters.

"Raising professional standards is essential to keep up
with the evolving and growing complexity of our financial
markets," said Mr. Ashley Alder, the SFC’'s Chief
Executive Officer. "Our proposals aim to help the
industry adapt to the changing regulatory landscape
whilst minimizing the impact on those currently
licensed."

Market participants and other interested parties are
invited to submit their comments to the SFC on or before
February 10, 2021 via the SFC website (www.sfc.hk), by
email (2020_Competency_Consultation@sfc.hk), by
post or by fax to 2293 4012.
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U.S. Federal Court Orders a Man to Pay Over
US$255,000 in Futures and Forex Fraud Scheme

On December 22, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) announced that the Judge
of the U.S. District Court for the Western District of North
Carolina, entered a consent order against Mark N. Pyatt,
imposing a permanent injunction and ordering Pyatt to
make restitution in the amount of US$255,850. The
order also permanently bans Pyatt from registering with
the CFTC and from trading commodity futures and retail
foreign exchange contracts (forex). In the order, Pyatt
admitted to fraudulently soliciting individuals to place
funds in a commodity pool and to misappropriating most
of the funds he solicited.

The consent order resolves a CFTC case against Pyatt
that was filed in the Western District of North Carolina
on February 10, 2020. The CFTC's litigation continues
against Pyatt's company, Winston Reed Investments
LLC.

The consent order finds that from at least April 2017 to
February 2019, Pyatt accepted US$276,850 from pool

participants to trade commodity futures and forex. The
consent order also finds that Pyatt misappropriated most
of pool participants’ funds for business expenses and
personal use, and to make Ponzi-like payments to other
pool participants, while using only a fraction of the funds
to trade. In addition, despite overall net trading losses,
Pyatt sent reports to investors claiming profits of
between 18.8 percent to 86.5 percent per month.

In a parallel criminal action, the U.S. Attorney for the
Western District of North Carolina announced that Pyatt
pleaded guilty to wire fraud in connection with the
scheme. On October 27, 2020, Pyatt was sentenced to
37 months in federal prison and ordered to pay
restitution to his victims.

The CFTC cautions that orders requiring repayment of
funds to victims may not result in the recovery of any
money lost because the wrongdoers may not have
sufficient funds or assets.
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U.S. Federal Court Orders Interdealer Broker to Pay
US$7 Million for Deceptive Trading Practices in the
FX Options Markets

On December 14, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) announced the U.S.
District Court for the Southern District of New York
entered a consent order against defendants TFS-ICAP
LLC and TFS-ICAP Ltd., interdealer brokers located in
New York and London, requiring them to pay a US$7
million civil monetary penalty for representing to clients
bids and offers that had not been made, and for
communicating to clients trades that had not occurred.
In the order, TFS-ICAP admits that its employees
engaged in the misconduct, known as “flying” prices and
“printing” trades, that violated the Commodity Exchange
Act (CEA), as charged.

The order finds that between January 2014 and August
2015, TFS-ICAP brokers represented to U.S.-based
bank clients that there were bids or offers for an FX
option at a particular level when, in fact, no trading
institution had bid or offered the option at that level. The
order also finds that TFS-ICAP brokers on the Emerging
Markets desks in both London and New York
communicated to one or more U.S.-based bank clients
that trades had occurred when a trade had not, in fact,
occurred. In the FX options industry these practices are
referred to as “flying” prices and “printing” trades. TFS-
ICAP admits this conduct violated provisions of the CEA
and CFTC regulations, which prohibit fraudulent and
deceptive practices, and posting non-bona fide prices.

With respect to the conduct of the former CEO of TFS-
ICAP, lan Dibb, a CFTC registrant, the order finds that
he was ultimately responsible for ensuring that TFS-
ICAP broker conduct was in compliance with the law.
The former Emerging Markets desks head Jeremy
Woolfenden, who is also a CFTC registrant, had
supervisory responsibility over all TFS-ICAP brokers on
the Emerging Markets desks in New York and London.
Both Dibb and Woolfenden were responsible for
maintaining and enforcing a reasonable system of
internal supervision.

The order finds that Dibb and Woolfenden failed to
supervise diligently TFS-ICAP  broker conduct.

Defendants Dibb and Woolfenden were each subject to
a US$500,000 civil monetary penalty for their individual
supervisory failures and have both agreed to not apply
for registration or claim exemptions from registration
with the CFTC in any capacity, or engage in any activity
requiring such registration or exemption from
registration with the CFTC, for five years. The order
resolves the CFTC enforcement action filed on
September 28, 2018.

XEBRIBEEMINCHN T PR EER S FERS
BRUEXHEXAF 700 xR

2020 £ 12 4 14 H, XERRHEIHZR% (CFTC)
ERXEANEX T AR S5 E TFS-ICAP LLC
TFS-ICAP Ltd. (i FAARMEBNELZF5E) AKE
B, BRMMNsEEFAEHE R ENTIEAHN
Bk, UREEFAEFEASREENZHZM 700 TET
MREIH. RI\E1ZH<, TFS-ICAP FINEEREL
BWIRA AT AR ENRI Z ZALTH, B (B
XH%k) (CEA) .

Za S &I, 72014 F£ 1 B E 2015 4 8 A5, TFS-
ICAP £ AmXERTE A RTE EXFEKFHINC
B MR EY, MR LEE XSV EEZEEK
SFHNMBEHEY, ZHSEEW, RBMALHHN
HiZREE LR TFS-ICAP £ A[@—NHEPEER
FEPELTRESSNEE, MERFREXETFHEE
KA. FINTEIR T, XERCEEIR A TXITM A&
“ENR"Z 5. TFS-ICAP FKIAX#{ThHER T CEA #l
CFTC M IFHEMRSUHFERARLHBEELN
MNIEHIE

Xt TFS-ICAP (I E B iTE . CFTCIEMA lan Dibb
fTh, ZHRINABEREFREEHR TFS-ICAP £
LANTAFEEENE. FIFXTHREENTA
Jeremy Woolfenden (E 7Rk CFTC BFAAN), XMAL
MRBETHTIZHRS G LAIE TFS-ICAP 2L AfiH
KE33fE. Dibb #1 Woolfenden #fass 4 A Fin T 512
MRSMEERS.

Zas$ %3, Dibb 1 Woolfenden ZHIAELEE TFS-
ICAP 242 ABY474. # & Dibb 1 Woolfenden F & B £Y
BERRDHIFTEXAT 500,000 ETHRENR, FHEX
AYEERARIEEMHIERBE VT THHT CFTC *
fit, MBHATEUEEMBTE CFTC B EMaE
&, HEARTE. ZmSRT CFTC F 2018 £ 9 A 28
BigH B HETTED,

18



J M L

Source Ej&:
https://cftc.gov/PressRoom/PressReleases/8335-20

U.S. Court Enters US$740,968 Judgement Against
Company and its Principal for Registration,
Disclosure, and Recordkeeping Violations

On December 22, 2020, the U.S. Commodity Futures
Trading Commission (CFTC) announced the U.S.
District Court for the Eastern District of Wisconsin
entered permanent trading and registration bans and a
US$740,968 civil monetary penalty against Southwest
Services, L.L.C. also known as South West Services,
LLC and its sole managing member, Timothy A. Sack.
The court’s action follows the CFTC'’s filing of a civil
enforcement action against the defendants in October
2020.

The order finds that Southwest Services failed to register
with the CFTC as a retail foreign exchange dealer
(RFED), failed to provide customers with a written risk
disclosure statement, and failed to keep books and
records, as required. The order also finds that Sack
failed to register with the CFTC as an associated person
of a RFED. In addition, the order finds that Sack, as
controlling person of Southwest Services, is liable for
Southwest Services’ violations of the Commodity
Exchange Act and CFTC regulations.

Specifically, the order finds that from at least August
2016 through at least April 2018, Southwest Services
offered to enter into and/or entered into agreements,
contracts, or transactions in financed retail foreign
currency (forex) with customers located in U.S. who
were not eligible contract participants and that did not
result in the delivery of forex within two days of the
transaction date. Southwest Services was or offered to
be the counterparty to these retail forex transactions.
The defendants, through their website, YouTube videos,
and in-person solicitations, offered to enter into, and/or
entered into, such transactions in Vietnamese Dong,
Iragi Dinar, and other foreign currencies. As the sole
managing member of Southwest Services, and the sole
person responsible for its creation and operation, Sack
was responsible for the content of the website both
individually and as the agent of Southwest Services.

Moreover, the order finds that Southwest Services failed
to provide required written risk disclosure statements
when opening accounts for retail forex customers. The
order also finds that Southwest Services failed to keep
and maintain RFED-required books and records for
every retail forex transaction.

The CFTC strongly urges the public to verify a
company’s registration with the CFTC before committing
funds. If unregistered, a customer should be wary of
providing funds to that company. A company’'s
registration status can be found using NFA BASIC.
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U.S. Securities and Exchange Commission
Proposes Amendments to Rule 144 and Form 144

On December 22, 2020, the U.S. Securities and
Exchange Commission (SEC) voted to propose an
amendment to Rule 144 under the Securities Act of 1933
(Securities Act) to revise the holding period
determination for securities acquired upon the
conversion or exchange of certain "market-adjustable
securities." The proposed amendment is intended to
reduce the risk of unregistered distributions in
connection with sales of those securities. The SEC also
voted to propose amendments to update and simplify
the Form 144 filing requirements.

Background

Rule 144 provides a non-exclusive safe harbor from the
statutory definition of "underwriter" to assist security
holders in determining whether the Section 4(a)(1)
exemption from registration is available for their resale
of restricted or control securities. Rule 144 sets forth
objective criteria on which security holders seeking to
resell such securities may rely to avoid being deemed to
be engaged in a distribution and, therefore, to avoid
acting as an underwriter under Section 2(a)(11) of the
Securities Act.

In transactions involving market-adjustable securities,
the discounted conversion or exchange features in these
securities typically provide holders with protection
against investment losses that would occur due to
declines in the market value of the underlying securities
prior to conversion or exchange. Rule 144 currently
deems securities acquired solely in exchange for other
securities of the same issuer to have been acquired at
the same time as the securities surrendered for
conversion or exchange. As a result, after the Rule 144
holding period is satisfied, holders can convert the
market-adjustable securities and quickly sell the
underlying securities into the public market at prices
above the price at which they were acquired. This
creates an incentive to purchase the market-adjustable
securities with a view to distribution of the underlying
securities to capture the difference between the built-in
discount and the market value of the underlying
securities.

An affiliate of an issuer who intends to resell more than
a specified amount of restricted or control securities of
the issuer in reliance on Rule 144 must file a Form 144
with the SEC. The current rules permit Form 144 to be
filed electronically or in paper if the issuer of the

securities is subject to the Securities Exchange Act of
1934 (the Exchange Act) reporting requirements.
Otherwise, Form 144 must be filed in paper.

Rule 144 Holding Period

The proposal would amend Rule 144(d)(3)(ii) to
eliminate "tacking" for securities acquired upon the
conversion or exchange of the market-adjustable
securities of an issuer that does not have a class of
securities listed, or approved to be listed, on a national
securities exchange. As a result, the holding period for
the underlying securities, either six months for securities
issued by a reporting company or one year for securities
issued by a non-reporting company, would not begin
until the conversion or exchange of the market-
adjustable securities.

The proposed amendment would not affect the use of
Rule 144 for most convertible or variable-rate securities
transactions. It would apply only to market-adjustable
securities transactions in which:

e The newly acquired securities were acquired
from an issuer that, at the time of the conversion
or exchange, does not have a class of securities
listed, or approved for listing, on a national
securities exchange registered pursuant to
Section 6 of the Exchange Act; and

e The convertible or exchangeable security
contains terms, such as conversion rate or price
adjustments, that offset, in whole or in part,
declines in the market value of the underlying
securities occurring prior to conversion or
exchange, other than terms that adjust for stock
splits, dividends, or other issuer-initiated
changes in its capitalization.

Forms 4, 5, and 144 Filing Requirements

The proposed amendments to the filing requirements for
Forms 4, 5, and 144 are intended to update and simplify
those requirements. To do so, the proposal would:

e Mandate the electronic filing of Form 144;

e Eliminate the Form 144 filing requirement
related to the sale of securities of issuers that
are not subject to the reporting requirements of

Section 13 or 15(d) of the Exchange Act;

e Amend the Form 144 filing deadline so that
Form 144 may be filed concurrently with Form 4
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by persons subject to both filing requirements;
and

e Amend Forms 4 and 5 to add an optional check
box to indicate that a reported transaction was
intended to satisfy Rule 10b5-1(c), which
provides an affirmative defense for trading on
the basis of material non-public information in
insider trading cases.

The SEC plans to make an online fillable Form 144
available to simplify electronic filing and to streamline
the electronic filing of Forms 4 and 144 reporting the
same sale of an issuer's securities. The proposal would
provide a six-month transition period to give Form 144
paper filers who would be first-time electronic filers
sufficient time to apply for codes to make filings on
EDGAR.

EEIIEXSHZEASRVTHN 144 MRiE 144 #i71&
iT

2020 12 B 22 B, XEIIHFXHZERE (XEIEXSR)
REFRRBERE (1933 FiEzmE) ( (EFE) ) =B
B AL 144 B E R, DERARBRIETHEL T
BIES RRBNIESNFERRAZE. MINHNEITER
BERSXEEFMNBEERXNREMOEHINE. HE
EREBL TEIER, MUEFRMELRE 144 HERE

=
=B

AN 144 W ASERREEE X PRA T FEHMb R 2=
£, UEMESHAEAREESETUREKSE 4)(1)%
FEME R E BB AT IR IETIESFNEE. AN
144 MET FREE W HKILFIESFFE AT RDURE R
BEMEM, NEREAAMNEIESDE, FILERRYE
QEZF%) 38 2D FIBERER -

ESRTHUANIESNZ ST, XEIESFNITELR
FRFILBE AFEARBRP, U EHTERS
R|BNEFHTHNMETREMmMSENREFREL. AN
144 HEiEE, RIARBE—XTANEMIES N BB
0 I 3K A9 IE S5 5 9 $E 4 B0 32 R i 32t B9 TIE 5572 5] B JU 35
M. #R, EHEAN 144 NEFEPRE, FEATIL
WIS, 7S THBIN NN EREIREIE
FULEHERARTH. XFETWXTH BB
BEhHL, X ECARAYIESS UBIR R ZE ST N AR AYIE 35 49
mHNEZ B ZER.

FTEAREAN 144 HEBIEE BB AT ARG
FHIEFHNRZITAREKAN, @ EEILERRRIERE
144, WMRIEFRITABRET (1934 FIEHFTHE)
((ZFE) VNMERR, WHFTAIMN RVFR 144 1Y
BYHMMAERERZ. BN, &4 144 DTRKAER

R,

MR 144 755 R

ZAREW N 144(d)R)(MHATIETT, RUBBRX S H %
XEEFIESFRX P LTSkt A ETIESNETAE
BB TS IEMES N AT SRIES A HE .
Fitt, HXRIESFSNFEH, BREASIRTIESFERD
AREREADERTUESFE—F, HIERBRIAXHKRTH
TIRIESRT A,

ML IERARWAN 144 FRSHAKRF TR
MNRIEFXHTHIEA. EREATUTERNTHT
BIESX 5.

o HMMIEEEMEZITAMIN, HEBRIZ
BIEER, ZEXFTNEERE (X5%) £6 %
EEEERIISXZAEFICHEME ETHILES
K70,

o TUHBMEXMIFBERLEER (flmEkinR
FNAFIFE) , TRDHEMWIWEEERIR
BRZBRENESTHNETER EEXSH
NEREDE. REFIHMBETARENALE
B TR,

Z1E4, 5 144 BT ER

xpFAE 4. 50 144 MR BRI BETT EEEHNE
XLEER, AL, ZRER:

RN TR ARG 144,

o BUBAHEBT (XFZE) H 13H I5(0)FRER
KOETNESHERRNFRE MM FRRK

o EBURAR LM NELRXBE, MUERNHER
PERERMART RUER 144 5345 4 R

R M

ERRE 4 M5, PURII— N oHERIRAE, DR
iR ENZ 5 EERENN 1005-1(c), %

21



J M L

MAERNBZXZRODETERNELATEEA
RPRMET BRI

REERSITREAEL TES RS 144, MELE
FERE, FELRE 4T 144 NETFER, MHRET
MNEFHHEBHE, ZREBFEEADAOLEDR, X
R ERMAETHRARNRE 144 RAPRATED
(9 [E] 5k B IE1CEE IXE EDGAR E#1THR,

Source Ej&:
https://www.sec.gov/news/press-release/2020-336

U.S. Securities and Exchange Commission Adopts
Modernized Marketing Rule for Investment Advisers

On December 22, 2020, the U.S. Securities and
Exchange Commission (SEC) announced it had
finalized reforms under the Investment Advisers Act to
modernize rules that govern investment adviser
advertisements and payments to solicitors. The
amendments create a single rule that replaces the
current advertising and cash solicitation rules. The final
rule is designed to comprehensively and efficiently
regulate investment advisers’ marketing
communications.

The Marketing Rule Under the Act

The amendments to Rule 206(4)-1 will replace the
broadly drawn limitations and prescriptive or duplicative
elements in the current rules with more principles-based
provisions, as described below.

e Definition of Advertisement. The amended
definition of “advertisement” contains two
prongs: one that captures communications
traditionally covered by the advertising rule and
another that governs solicitation activities
previously covered by the cash solicitation rule.

o First, the definition includes any direct
or indirect communication an
investment adviser makes that: (i) offers
the investment adviser’'s investment
advisory services with regard to
securities to prospective clients or
private fund investors, or (ii) offers new
investment advisory services with
regard to securities to current clients or
private fund investors. The first prong of
the definition excludes most one-on-
one communications and contains
certain other exclusions.

0 Second, the definition generally
includes any  endorsement  or
testimonial for which an adviser
provides cash and non-cash
compensation directly or indirectly (e.g.,
directed brokerage, awards or other
prizes, and reduced advisory fees).

e General Prohibitions. The marketing rule will
prohibit the following advertising practices:

0 making an untrue statement of a
material fact, or omitting a material fact
necessary to make the statement made,
in light of the circumstances under
which it was made, not misleading;

0 making a material statement of fact that
the adviser does not have a reasonable
basis for believing it will be able to
substantiate upon demand by the SEC,;

0 including information that would
reasonably be likely to cause an untrue
or misleading implication or inference to
be drawn concerning a material fact
relating to the adviser;

0 discussing any potential benefits
without providing fair and balanced
treatment of any associated material
risks or limitations;

o referencing specific investment advice
provided by the adviser that is not
presented in a fair and balanced
manner;

0 including or excluding performance
results, or presenting performance time
periods, in a manner that is not fair and
balanced; and

o0 including information that is otherwise
materially misleading.

Amendments to the Books and Records Rule and Form
ADV

In connection with the marketing rule amendments and
merger of the current advertising and cash solicitation
rules, the SEC also adopted amendments to the books
and records rule. In addition, the SEC amended Form
ADV to require advisers to provide additional information
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regarding their marketing practices to help facilitate the
SEC'’s inspection and enforcement capabilities.

Withdrawal of Staff Guidance

The staff of the Division of Investment Management will
withdraw no-action letters and other guidance
addressing the application of the advertising and cash
solicitation rules as those positions are either
incorporated into the final rule or will no longer apply. A
list of the letters will be available on the SEC’s website.
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U.S. Securities and Exchange Commission Adopts
Final Rules for the Disclosure of Payments by
Resource Extraction Issuers

On December 16, 2020, the U.S. Securities and
Exchange Commission (SEC) voted to adopt final rules
that will require resource extraction issuers that are
required to file reports under Section 13 or 15(d) of the
Securities Exchange Act of 1934 (the Exchange Act) to
disclose payments made to the U.S. federal government
or foreign governments for the commercial development
of oil, natural gas, or minerals. The rules implement
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Section 13(q) of the Exchange Act, which was added by
the Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act). The rules are intended
both (1) to achieve the statutory objective of increasing
the transparency of payments to governments for the
purpose of the commercial development of their oil,
natural gas, and minerals and (2) to comply with the
Congressional Review Act (CRA).

The final rules will, among other things:
e require public disclosure of company-specific,
project-level payment information;

o define the term “project” to require disclosure at
the national and major subnational political
jurisdiction, as opposed to the contract, level,
recognizing that more granular contract-level
disclosure could be used to satisfy the rule;

e add two new conditional exemptions for
situations in which a foreign law or a pre-existing
contract prohibits the required disclosure;

e add a conditional exemption for smaller
reporting companies and emerging growth
companies;

e define “control” to exclude entities or operations
in which an issuer has a proportionate interest;

e limit the liability for the required disclosure by
deeming the payment information to be
furnished to, but not filed with, the SEC;

e add relief for issuers that have recently
completed their U.S. initial public offerings; and

e extend the deadline for furnishing the payment
disclosures.

The adopted rules will require a domestic or foreign
reporting issuer to disclose payments made by the
issuer or a subsidiary or entity controlled by the issuer to
the U.S. federal government or a foreign government if
the issuer engages in the commercial development of ail,
natural gas, or minerals.

The SEC adopted rules to implement Section 13(q) in
2016, but the 2016 Rules were disapproved pursuant to
the CRA by a joint resolution of U.S. Congress.
Although the 2016 Rules were disapproved under the
CRA, the statutory mandate in Section 13(q) of the
Exchange Act has remained in effect. As a result, the
SEC remains statutorily obligated to issue a new rule,

however, pursuant to the CRA the SEC may not reissue
the disapproved rule in “substantially the same form” or
issue a new rule that is “substantially the same” as the
disapproved rule. The final rules complete a rulemaking
process commenced in 2019 that was designed to
address both requirements.
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U.S. Securities and Exchange Commission Charges
Robinhood Financial With Misleading Customers
About Revenue Sources and Failing to Satisfy Duty
of Best Execution

On December 17, 2020, the U.S. Securities and
Exchange Commission (SEC) charged Robinhood
Financial LLC for repeated misstatements that failed to
disclose the firm’s receipt of payments from trading firms
for routing customer orders to them, and with failing to
satisfy its duty to seek the best reasonably available
terms to execute customer orders. Robinhood agreed
to pay US$65 million to settle the charges.

According to the SEC’s order, between 2015 and late
2018, Robinhood made misleading statements and
omissions in customer communications, including in
FAQ pages on its website, about its largest revenue
source when describing how it made money, namely,
payments from trading firms in exchange for Robinhood
sending its customer orders to those firms for execution,
also known as “payment for order flow.” As the SEC’s
order finds, one of Robinhood’s selling points to
customers was that trading was “commission free,” but
due in large part to its unusually high payment for order
flow rates, Robinhood customers’ orders were executed
at prices that were inferior to other brokers’ prices.
Despite this, according to the SEC’s order, Robinhood
falsely claimed in a website FAQ between October 2018
and June 2019 that its execution quality matched or beat
that of its competitors. The order finds that Robinhood
provided inferior trade prices that in aggregate deprived
customers of US$34.1 million even after taking into
account the savings from not paying a commission.
Robinhood made these false and misleading statements
during the time in which it was growing rapidly.

Without admitting or denying the SEC's findings,
Robinhood agreed to a cease-and-desist order
prohibiting it from violating the antifraud provisions of the
Securities Act of 1933 and the recordkeeping provisions
of the Securities Exchange Act of 1934, censuring it, and
requiring it to pay a US$65 million civil penalty.
Robinhood also agreed to retain an independent
consultant to review its policies and procedures relating
to customer communications, payment for order flow,
and best execution of customer orders, and to ensure
that Robinhood is effectively following those policies and
procedures.
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U.S. Securities and Exchange Commission Adopts U.S. Securities and Exchange Commission Obtains
Clearing Agency Rule to Limit Potential for Emergency Asset Freeze, Charges Crypto Fund
Overlapping or Duplicative Regulation Manager with Fraud
On December 16, 2020, the U.S. Securities and On December 28, 2020, the U.S. Securities and
Exchange Commission (SEC) announced that it has Exchange Commission (SEC) announced that it filed an
adopted a rule to limit the potential for overlapping or emergency action and obtained an order imposing an
duplicative regulation within its security-based swap asset freeze and other emergency relief against Virgil
regulatory regime. Specifically, the rule exempts certain Capital LLC and its affiliated companies in connection
activities of security-based swap execution facilities and with an alleged securities fraud relating to Virgil Capital's
security-based swap dealers from triggering the flagship cryptocurrency trading fund, Virgil Sigma Fund
requirement also to register as a clearing agency, in line LP. The SEC's action alleges that the fraud was directed
with similar exemptions for broker-dealers and national by Stefan Qin, an Australian citizen, who owns and
securities exchanges. controls Virgil Capital and its affiliated companies.
The Dodd-Frank Wall Street Reform and Consumer According to the SEC's complaint, Qin and his entities
Protection Act of 2010 created new regulatory have been defrauding investors in the Sigma Fund since
categories of entities for the security-based swap market. at least 2018 by making material misrepresentations
The rule adopted helps ensure that those entities are about the fund'’s strategy, assets, and financial condition.
treated similarly to national securities exchanges and The complaint alleges that the defendants misled
broker-dealers, their counterparts for securities other investors to believe their money was being used solely
than security-based swaps. Both the exemptions from for cryptocurrency trading based on a proprietary
and exclusions to the definition of clearing agency are algorithm, while Qin and the entities used investment
designed to ensure that the entities are subject to proceeds for personal purposes or for other undisclosed
appropriate regulation. high-risk investments. Since at least July 2020, Qin and
Virgil Capital have told investors who requested
The adopted rule will become effective 60 days after redemptions from the Sigma Fund that their interests
publication in the U.S. Federal Register. would be transferred instead to another fund under the
ultimate control of Qin but with separate management
(EIIEHEXSFERSBITFENMAAMN US> BENE and operations, the VQR Multistrategy Fund LP. The
EBRHEEKE complaint alleges that no funds were transferred and the
redemption requests remain outstanding. The SEC's
20204 12 B 16 B, 2EII4%RERS (£EITR2) complaint further alleges that Qin is actively attempting

to misappropriate assets from the VQR Fund and to
raise new investments in the Sigma Fund.

SEHEBE AN, RS HIESFAREREESE
NEEZHEELEENTEN. BEmE, ZAUHRET

ES A AT TREMIIES A KRR HH R LS The SEC's complaint, filed in the Southern District of
o, Rtk TEMAEENHMHESR, X524%5 New York of U.S. on December 22, 2020, charges Qin,
EHERIEAET 5L EEE. Virgil Technologies LLC, Montgomery Technologies

LLC, Virgil Quantitative Research LLC, Virgil Capital
LLC, and VQR Partners LLC with violations of the
antifraud provisions of the federal securities laws, and
seeks permanent injunctions, including conduct-based

( 2010 FZE-HERERENEMBERERIFER)

(Dodd-Frank Wall Street Reform and Consumer

Protection Act of 2010) il 5 A A= T AL LI injunctions, disgorgement with prejudgment interest,
THEEXM. XANANEMTFHRERIXLEIASER and civil penalties.

RIUEFXGMMELXFHE. Sk R ISMNYIE

HHXNFT XMW F. FEVEE X8I 2 FHE XELEHXHPZERRPBRARSALE S, BEMER
BRISEERRLAZEE L EMNAR. T ESZEKE

BITAIH N 7E X E R FRAMR E R 7S 60 KA. 2020 12 A 28 H, XEIEHFXHZRE (REILEXR)

Bt Virgil Capital LLC B THEMMBET X ZE S
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Virgil Sigma Fund LP JS#iEZE1E, $3T Virgil Capital
LLC REKBAIREZAIFAFHEDS, EXTH
HTRFAEMEMERRT. EFIEXSHEESRR
FETAEEEMN/AR Stefan Qin Fr&RIf, ZAEE
F =) Virgil Capital X KK B~ =,

RI\EEIERZSHIRT, =DM 2018 F£F45, Qin RH
LEFBEITIZE SR . BN SRRMEEXE
BRIk, —E7ZEHY Sigma Fund MR EE. BHIFRK,

WERSERESE, LREBFSUAIMNNERNXBTEEERE
ERMBEMR S, ™ Qin RELAENK I E KA T
MAEBRSHMMAEENSRERE. EO0M 2020 F£7
BFF4, Qin F1 Virgil Capital £iFZ K k2E Sigma Fund
IR E, AN BEBE Qin NRAREHT TH—
ANBMEEMZENES, VQR Multistrategy Fund LP,
RIFRE SR B HER, MREERDRRBR. =
EERXSHEBRIFHE—FIER, Qn EERKZHXBA
VQR Fund f9¥ =, FF7& SigmaFund i TN

EZEERST2020F 12 A 22 HAEZEAAmXRERF
A, 3§12 Qin. Virgil Technologies LLC. Montgomery
Technologies LLC. Virgil Quantitative Research LLC.
Virgil Capital LLC, % VQR Partners LLC £ [z 7 B¢ F/iE
FEORBKIEME, FIKEKAMES, BRETTA
MES. THRABEMBETARIMENKRELT.

Source RJE:
https://www.sec.gov/news/press-release/2020-341

Monetary Authority of Singapore Announces
Further Extension of the US$60 Billion Swap
Arrangement with the US Federal Reserve

On December 17, 2020, the Monetary Authority of
Singapore (MAS) announced the further extension of the
US$60 billion swap arrangement with the US Federal
Reserve (Federal Reserve) through September 30,
2021. The MAS USD Facility will also be extended to
September 30, 2021, offering up to US$60 billion of
funding to banks, to facilitate USD lending to businesses
in Singapore and the region.

The Federal Reserve’s network of USD swap facilities
with 14 central banks, including the MAS, has provided
a critical backstop for USD funding needs globally, and
contributed significantly to central banks’ efforts to
maintain stability and normal functioning of financial
markets during the COVID-19 pandemic. These swap
facilities reinforce the improvements in global USD
funding conditions and provide certainty to market
participants that USD funding will remain available to
meet their needs.

As an international financial center, Singapore plays a
key role in intermediating cross-border USD funding
within Asia. Since its launch in March 2020, the MAS
USD Facility has provided about US$23 billion to banks,
for use in Singapore and the region. The extension of
the MAS USD Facility will continue to promote stability
in USD funding conditions and anchor market
confidence.

MAS has been maintaining ample SGD and USD
liquidity in the banking system through its daily market
operations. This complements the MAS USD Facility
and enables banks to continue to support the needs of
businesses and individuals in Singapore and the region
amid the COVID-19 pandemic.

HMESHMEERERFE —PEKSXERBEER
iy 600 {2 hh AR R A

2020 € 12 B 17 B, #HMELaEER (FHngeE
B) ERBS5XEBEBEERGE (XBKiE) 9600 2%
TETMERRHH—FEKE 2021 F£9 A 30 H. #M
KEERETHEHBEIRE 2021 F£9 A 30 H, @R
TIRESIL 600 ZETTHES, NERFMNEREHX
B9 M FR SR TT RN

KBS BEIMKEESERENN 14 RPRBITHE
TERIFIME AL RETAETRERTERZNEE,
FAPRBOEFEERBSKRTHELEF ST
MRREMEEEHMH T ERSUR. XEBRYLF IR
TERETASKANNE, HATHSEFRET X
TRESKAETBUHEERRKNTFEM.

EXREFRERFC, FINKETMNBEREXTEEHNR
B EREEEAG. B 2020 £ 3 B#EREK, #inK
SERETNHC ERITIRME T Y 230 {ZRTHFTHK
RHEMXEN, FinESERRTERIE Y RAGLH
SR T RS RANREFNETHEDT.

FiNESERBEAENTHEE —BEERTERT
LHREMFTNETRDME. ZENSHFNEELER/E
TUH BT, ERITEBAEH RIS RRITHE
SRR B FT N Rz X A WA AT K.

Source Ej&:
https://www.mas.gov.sg/news/media-releases/2020/mas-
announces-further-extension-of-the-us60-billion-swap-facility

Australian Securities and Investments Commission

Places Restrictions on Regional Express Holdings
Limited Following Continuous Disclosure Failures
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Australian Securities and Investments Commission
(ASIC) has restricted Regional Express Holdings
Limited (REX) from issuing a reduced-content
prospectus and wusing exemptions for reduced
disclosure in fundraising documents until December 14,
2021.

The decision means REX will not be able to rely on
reduced-disclosure rules and instead must issue a full
prospectus in order to raise funds from investors. ASIC’s
decision was based on REX'’s failure to disclose to the
market that it was considering the feasibility of
commencing domestic operations, such as flying to
capital cities, in addition to its regional operations. This
information was first released publicly to a journalist on
May 11, 2020.

ASIC considers the ability to use a reduced-disclosure
prospectus a privilege that is dependent on compliance
with other aspects of the law, including that companies
meet their ongoing disclosure obligations. Where a
company fails to comply with its disclosure obligations in
a full, accurate and timely manner, ASIC will intervene
to ensure that investors are protected.

ASIC's investigation into REX's conduct is ongoing. REX
has the right to appeal to the Administrative Appeals
Tribunal for a review of ASIC’s decision.

BAFTIESHREE RS E KR REIZRF R T %
RS 3 F e hnBR &

BAMNTESFRAZRSTXFREERAER LS
(REX) %17 A48 8 B3R B B B 7+ 1 R %2 4 7R
DPEREFEXMPHIRBRTRFEE 2021 F 12 B
14 H.

TWRERBWE REX A5 TTA MK 48 R i BB N h A & 17
TEMNBREPABUDRAEEERS,

BAFTIFARAZERSHNRAERRET REX Ketm@this
BEHBRTXBZEEILEZERNERZE (HlaK
FEEET) U7, ZEET 202058 11 HE
RAFRBHEIEE.

BANITIESRAZREINA, ERFRRIKE BRI
APMENE—MREN, BURTETEERNEMTHE,

BRATIBTHFENEENS . IRATRETEH.
FAFMAE N ETERENS, BRAFNTIEHFRASR
RABHTTINRRRAEZ R

BAFTIFSIRAZRESXN REX NIBAEMESS:., REX
AN ETH EFEERY FIF, EXREFERAFNTILS

BRAZASHIRE.

Source Ej&:

https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2020-releases/20-326mr-asic-places-restrictions-on-
regional-express-following-continuous-disclosure-failures/

Australian Securities and Investments Commission
Commences Civil Penalty Proceedings Against La
Trobe Financial Asset Management Ltd

On December 18, 2020, Australian Securities and
Investments Commission (ASIC) commenced civil
penalty proceedings in the Federal Court of Australia
(the Court) against La Trobe Financial Asset
Management Ltd (La Trobe) in its capacity as the
responsible entity of the La Trobe Australian Credit Fund
(the Fund).

The Fund invests in loans secured by first mortgages
over residential and commercial real estate, as well as
cash, deposits and other assets. La Trobe offers several
different investment options to members of the Fund,
including:

e anoption previously known as the “48 hour Account”
or the “Classic 48 hour Account” (48 Hour Account),
and

e the “90 Day Notice Account” (90 Day Account).

ASIC alleges La Trobe marketed the Fund throughout
Australia in ways that were misleading or deceptive, or
likely to mislead or deceive. This marketing included
advertising in newspapers and magazines, on television
and radio, and on its website
(www.latrobefinancial.com.au).  Specifically, ASIC
alleges La Trobe represented that:

e consumers who invested funds in the 48 Hour
Account would be entitled to withdraw their funds
within 48 hours of giving a withdrawal notice to La
Trobe; and

e consumers who invested funds in the 90 Day
Account would be entitled to withdraw their funds
within 90 days of giving a withdrawal notice to La
Trobe.

ASIC alleges the actual rights of members to withdraw
from the Fund ranged from no right to withdraw through
to a right to request a withdrawal that La Trobe had up
to 12 months to satisfy.

ASIC also alleges La Trobe represented that:

e any capital invested in the Fund would be ‘stable’, in
the sense there was no risk of substantial loss of
capital, when in fact there was a risk of substantial
loss of capital; and

e aninvestmentin the Fund would provide a specified
rate of return when in fact none of the investment
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options in the Fund were guaranteed to provide any
particular rate of return.

ASIC is seeking declarations, pecuniary penalties and
corrective advertising orders against La Trobe. The date
for the first case management hearing is yet to be
scheduled by the Court.

BARFTIFEIREFZER S La Trobe Financial Asset
Management Ltd 2 RFEIFiA

2020F 12 B 18 H, BMAMTIEHKRAZASEIRAF
TWEFRABT (FABT) #RAEXT La Trobe Financial Asset
Management Ltd (La Trobe) MIRZELATIIFA, BEHE
EA LaTrobe BAFTERES (ZEE) HNRFTIE.

ZERESRA T UEEME L~ 1A ERMAERO T
K, UERIAE. FRMEME. La Trobe HiZEEM
RIEHESMARRAESE, B

o —NULETFR A 48 BT B R 48 JNESTK
(48 INEFT ) RO TRIEHE;
o 90 RBEENMKFT (90 Rk F)

BAFTAIEHER T LR RSIETE La Trobe 7ER K FIE & b
PURSSHHWHAR, HTRIESHABHARNEHEZ
Ee, XMEEARNCBERK. 5. B0, T HIM
REMu (www.latrobefinancial.com.au) E# %,
BAEmME, BRAFTIEFREZREX La Trobe BIFEHR
FEIR:

o ET 48 /NHIKFHETRERNER La Trobe &
HIRFBAE 48 NIFRIERE RS,

o WET 90 RKFRBEFHBZBNAER La Trobe ZH
RFRBHNE 0 ANERHEAS.

BMARFTIEFER A ZRSEEIZESHRBEZESH
SERRAF MR B IR AN FE La Trobe FEKIL 12 4
BA R EHERBRE NN,

BERF) T IEHR AR ERESIRIESR La Trobe FEI T [a) &

o MEMEBEXERREATZESNEMERBY Y
2 REN", BREXRMAARENE, BLR
EATFAELRERRRENE, &

o WiZEESMRANHRMFEMEIRFESLFR EiZ
E&NETRE SR FEF AR ERILRE R EOR
SR

BAFTIFSIRAERSIE TR La Trobe fEH F BB
SIRAUIET 52, BEREATHSE —REHEEN
ESHBEE,

Source Ej&:
https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2020-releases/20-333mr-asic-commences-civil-
penalty-proceedings-against-la-trobe-financial-asset-
management-ltd/

Australian Securities and Investments Commission
Highlights Focus Areas for December 31, 2020
Financial Reports Under COVID-19 Conditions

Australian Securities and Investments Commission
(ASIC) has highlighted key focus areas for financial
reporting by companies for years ending December 31,
2020. As the impact of COVID-19 continues, the areas
identified remain similar to those at June 30, 2020 and
are complemented by guidance provided in frequently
asked questions on the ASIC website.

ASIC Commissioner Cathie Armour said, “In the current
environment, the quality of financial reports and related
disclosures is more important than ever for keeping
investors informed. Entities with businesses adversely
affected by the COVID-19 pandemic should continue to
focus on the reporting of asset values and financial
position. Investors will expect clear disclosure about the
impacts on an entity’'s businesses, any risks and
uncertainties, key assumptions, management strategies
and future prospects. Asset values, assumptions and
disclosures may be significantly affected by
developments or ongoing conditions since an entity’s
last half-year financial report at June 30, 2020.”

Focus Areas for December 31, 2020

Under COVID-19 conditions, ASIC expects directors,
preparers of financial reports and auditors to pay
particular attention to:

asset values

provisions

solvency and going concern assessments

events occurring after year end and before
completing the financial report

disclosures in the financial report and Operating and
Financial Review (OFR).

Entities may continue to face some uncertainties about
future economic and market conditions, and the future
impact on their businesses. Assumptions underlying
estimates and assessments for financial reporting
purposes should be reasonable and supportable.
Assumptions should be realistic, and not overly
optimistic or pessimistic.

Useful and meaningful disclosures about the business

impacts and potential uncertainties will continue to be
vital. Uncertainties may lead to a wider range of valid
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judgements on asset values and other estimates.
Disclosures in the financial report about uncertainties,
key assumptions and sensitivity analysis will be
important to investors.

The OFR should complement the financial report and tell
the story of how the entity’s businesses are impacted by
the COVID-19 pandemic. The underlying drivers of the
results and financial position should be explained, as
well as risks, management strategies and future
prospects.

More details about each focus area is outlined in the
attachment to this media release.

The Reporting Process

Appropriate experience and expertise should be applied
in the reporting and audit processes, particularly in more
difficult and complex areas, such as asset values and
other estimates.

Directors and auditors should be given sufficient time to
consider reporting issues and to challenge assumptions,
estimates and assessments.

Directors should make appropriate enquiries of
management to ensure that key processes and internal
controls have operated effectively during periods of
remote work. Where possible, auditors should be given
access to perform key procedures such as stock counts
and system walk-throughs on-site rather than remotely.

Relief on Reporting Deadlines

ASIC has extended the deadline for both listed and
unlisted entities to lodge financial reports under
Chapters 2M and 7 of the Corporations Act by one
month for certain balance dates up to and including
January 7, 2021 balance dates.

Where possible, entities should continue to lodge within
the normal statutory deadlines having regard to the
information needs of shareholders, creditors and other
users of their financial reports, or to meet borrowing
covenants or other obligations.

Frequently Asked Questions

ASIC's frequently asked questions on the impact of
COVID-19 on financial reports and audits provide
additional information on matters such as:

focus areas and factors to consider
disclosures in the financial report and OFR
the use of non-IFRS financial information
half-year report disclosures

director liability

loan and receivable provisioning

lessor and lessee accounting for rent concessions
the solvency statement by directors

the extensions of time for financial reporting

the ‘no action’ position on the timing of AGMs
virtual meetings

reporting by auditors.

ASIC Surveillances

ASIC will conduct its regular review the full-year financial
reports of selected larger listed entities and other public
interest entities as at December 31, 2020. Its reviews will
focus on entities and industries adversely affected by the
current conditions. ASIC will also review the adequacy
of disclosure by some entities whose businesses have
been positively affected.

BAFTIESREZRLBRAT HREBRRERNRITR
AT 2020 FEM &R & E RS

BAFTIESRAZRSRIB T FEBRESARTE
T 2020 EFEMEHRENES TR . BTFHEDTIKRE
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BRF T IEHRARERESZE R Cathie Armour FR/ox: "7
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o EWMESWMEM (BEESWFEIM) PAErIHE

BELE RS IR R KREFANTHF N —LERHE
MUAR LV EHERREZENE0E. HMEREBNT
AT ZHE A RIENREEEGER T XHFN.
RENIZERAKE, MARSTRAHER.
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Source &
https://asic.gov.au/about-asic/news-centre/find-a-media-
release/2020-releases/20-325mr-asic-highlights-focus-areas-
for-31-december-2020-financial-reports-under-covid-19-
conditions/

Financial Conduct Authority of the United Kingdom
Establishes Temporary Registration Regime for
Cryptoasset Businesses

The Financial Conduct Authority (FCA) has established
a Temporary Registration Regime to allow existing
cryptoasset firms, who have applied to be registered
with the FCA, to continue trading. The FCA is advising
customers of cryptoasset firms which should have
applied to the FCA, but have not done so, to withdraw
their cryptoassets or money before January 10, 2021.

From January 10, 2020, the FCA became the anti-
money laundering and counter terrorist financing
(AML/CTF) supervisor for these types of firms, which
includes firms that exchange money to and from
cryptoassets and those that safeguard their customers’
cryptoassets. From this date, “existing cryptoasset
businesses” (ie firms operating immediately before
January 10, 2020) have had to comply with the Money
Laundering Regulations; such firms were required to be
registered with the FCA by January 10, 2021. New
businesses (who began operating after January 10,
2020), are required to obtain full registration with the
FCA before conducting business.

The Temporary Registration Regime is for existing
cryptoasset businesses which have applied for
registration before December 16, 2020, and whose
applications are still being assessed. This is to enable
those existing businesses to continue to trade after
January 9, 2021 until July 9, 2021, pending the FCA’s
determination of their application.

The FCA was not able to assess and register all firms
that have applied for registration, due to the complexity
and standard of the applications received, and the
pandemic restricting the FCA'’s ability to visit firms as
planned. Firms that did not submit an application by
December 15, 2020 will not be eligible for the temporary
registration regime. They will need to return
cryptoassets to customers and stop trading by January
10, 2021. Firms that do not stop trading by that date are
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at risk of being subject to the FCA’s criminal and civil
enforcement powers.

The FCA is advising consumers who deal with
cryptoasset firms to:

1. Check if the firm they use is on the FCA’s Register
or list of firms with Temporary Registration.

2. If they are not, check whether they are entitled to
carry on business without being registered with the
FCA (this may apply if they are registered in a
different country).

3. If the firm is not entitled to carry on business, then
consumers should withdraw their cryptoassets
and/or money before January 10, 2021. This is
because the firm will be operating illegally if it does
not cease trading from January 10, 2021.

Many cryptoassets are highly speculative and can
therefore lose value quickly. The FCA does not have
consumer protection powers for the cryptoasset
activities of firms. Even if a firm is registered with the
FCA, FCA is not responsible for ensuring cryptoasset
businesses protect client assets (ie customers’ money),
among other things.
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Source &
https://www.fca.org.uk/news/press-releases/fca-establishes-
temporary-registration-regime-cryptoasset-businesses

Financial Conduct Authority of the United Kingdom
Fines Charles Schwab UK Ltd £8.96 Million Over
Safeguarding and Compliance Failures

The Financial Conduct Authority (FCA) of the United
Kingdom (UK) has fined Charles Schwab UK Ltd
(CSUK) £8.96 million for failing to adequately protect
client assets, carrying out a regulated activity without
permission and making a false statement to the FCA.

Customers affected by the breaches were all retail
customers, who require the greatest level of protection.
The breaches occurred between August 2017 and April
2019, after CSUK changed its business model. Client
money was swept across from CSUK to its affiliate
Charles Schwab & Co., Inc. (CS&C), a firm based in the
United States. The client assets, which were subject to
UK rules, were held in CS&C's general pool, which
contained both firm and client money and which was
held for both UK and non-UK clients.

CSUK failed to arrange adequate protection for its
clients’ assets under UK rules. Specifically, the firm:

e did not have the right records and accounts to
identify its customers’ client assets

e did not undertake internal or external reconciliations
for its customers’ client assets

e did not have adequate organizational arrangements
to safeguard client assets

e did not maintain a resolution pack, which would help
to ensure a timely return of client assets in an
insolvency
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CSUK carried out a regulated activity without
permission. The firm did not at all times have permission
to safeguard and administer custody assets and failed
to notify the FCA of the breach when applying for the
correct permission.

CSUK made a false statement to the FCA. Without
making adequate enquiries to check whether this was
correct, the firm inaccurately informed the FCA that its
auditors had confirmed that it had adequate systems
and controls in place to protect client assets.

The firm took remedial action at various points after
discovering the breaches. There was no actual loss of
client assets and CSUK stopped holding client assets
from 1 January 2020. CSUK agreed to settle the case
and qualified for a 30% discount. The financial penalty
would otherwise have been £12,804,600.
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Source Ej&:
https://www.fca.org.uk/news/press-releases/fca-fines-charles-
schwab-uk-over-safeguarding-and-compliance-failures

Singapore Exchange Signs Memorandum of
Understanding With China Central Depository and
Clearing Corporation to Strengthen Singapore-
China Bond Markets

Singapore Exchange (SGX), Asia’s largest international
bond marketplace, has signed a Memorandum of
Understanding (MOU) with China Central Depository &
Clearing Co (CCDC), a central securities depository for
Chinese government bonds, in a wide-ranging
agreement to strengthen and promote Singapore and
China’'s bond markets. This is CCDC's first
comprehensive MOU of strategic cooperation with an
international exchange, that covers the full lifecycle from
issuance to settlement and custody.

The MOU was announced at the 2nd Singapore-
Shanghai Comprehensive  Cooperation  Council
(SSCCC) meeting, co-chaired by Singapore’s Minister
for Education and Second Minister for Finance
Lawrence Wong and Shanghai Mayor Gong Zheng.

Under the MOU, SGX will work with CCDC to promote
the internationalization of China’'s bond market and
provide Chinese bond products and services
internationally. Other initiatives include enhancing
cross-border connectivity to facilitate mutual investor
access in Singapore and China, jointly developing the
bond market in the Shanghai Free Trade Zone (FTZ) as
well as researching bond products such as smart beta
indices and developing exchange-traded funds (ETFs)
linked to CCDC's ChinaBond indices.

Lee Beng Hong, Senior Managing Director, Head of
Fixed Income, Currencies and Commodities at SGX,
said, “We are excited to extend our collaboration with
CCDC to further internationalize China’s bond markets
and promote its increasing role in global capital markets.
We are honored to be the first exchange outside of
China to disseminate CCDC’s ChinaBond-ICBC RMB
Bond Index suite since last year. This expanded
partnership will allow us to further bridge investor access
to a key financial infrastructure in China and the main
gateway to the country’s bond market. We look forward
to working with CCDC to strengthen the cross-border
connectivity and bond ecosystems in China and
Singapore, further deepening the strong bilateral
cooperation between both countries.”
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Xu Liangdui, Vice President of CCDC and President of
CCDC Shanghai Headquarters, said, “This mutually
beneficial partnership will facilitate deeper participation
by foreign investors in China’'s bond market and
advance the development of the Chinese domestic
bonds market. As China continues to open up its
financial markets and promote the internationalization of
the RMB, this MOU will lay the foundation for the next
step of our cross-border partnership. This
comprehensive cooperation between CCDC and SGX is
a new highlight in the 30 years of diplomatic relations
between China and Singapore and an impetus for
greater collaboration between our financial markets.”

In November, SGX welcomed the listing of NikkoAM-
ICBCSG China Bond ETF, which is the maiden ETF
linked to the ChinaBond-ICBC RMB Bond Index suite.
Separately, SGX also saw the listing of six China
Development Bank’s domestic bonds earlier this month,
marking the first time China onshore RMB bonds were
listed on the exchange.
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Source EjE&:
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Singapore Exchange Welcomes Aedge Group
Limited to Catalist

On December 14, 2020, Singapore Exchange (SGX)
welcomed the listing of Aedge Group Limited on its
Catalist under the stock code “XVG”.

Aedge Group is a Singapore-based multi-services
provider of a diverse range of services. It provides three
principal services, namely (i) engineering services to
various industries, such as oil & gas, petrochemical,
marine and offshore and construction, (i) transport
services, namely premium bus services, school bus
services and private bus charter, and (iii) security and
manpower services including unarmed guard and patrol
services, cleaning solutions and services as well as
workforce solutions for different manpower needs.

Poh Soon Keng, Executive Chairman and Chief
Executive Officer, Aedge Group Limited, said, “We are
proud to have grown from our humble beginnings to
become a multi-services player with a strong competitive
edge of being able to offer a comprehensive range of
services for the diverse needs of our customers across
many industries. Today, we mark another significant
milestone with the successful listing of the Company.
Going forward, we will continue to leverage our
established track record and strong industry network to
further expand and grow our businesses.”

Mohamed Nasser Ismail, Global Head of Equity Capital

Markets, SGX, said, “We are pleased to welcome Aedge
Group to SGX Catalist and support the growth ambitions

34



J M L

of another Singapore homegrown company. The
leadership team, led by Poh Soon Keng, built up Aedge
Group over 20 years, culminating in the successful
listing on SGX in the midst of a pandemic. This clearly
demonstrates the management’s entrepreneurial spirit
and confidence in its business. We look forward to
supporting the company as they strengthen their core
capabilities and enhance their service offerings.”

With a market capitalization of around S$21 million, the
listing of Aedge Group Limited brings the total number
of companies listed on Catalist to 218, with a combined
market capitalization of about S$10.9 billion. Within the
consumer sector, there are currently 135 companies
listed on SGX with a total market capitalization of around
S$70.7 billion.
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Source &j&:
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aedge-group-limited-catalist

Singapore Exchange Strengthens Commitment to
Sustainability With S$20 Million Plan

e Makes a bigger push in sustainability and takes the
lead in driving improvements in the ecosystem
through collaboration

e Aims to provide the market with access to ESG
information and solutions for investment decisions

Singapore Exchange (SGX) is investing S$20 million in
a multi-pronged expansion of its sustainability
capabilities and initiatives. Half of this amount will go
towards new ESG-focused products, services and
platforms, while the other half will be channeled into
capacity building for the financial ecosystem,
strengthening internal capabilities and increasing CSR
commitments.

All sustainability initiatives will be housed under the
newly launched platform — SGX FIRST (Future in
Reshaping Sustainability Together). It is Asia’s only
multi-partner, multi-asset exchange-led sustainability
platform and can be found at sgx.com/first.

The programme will build on SGX'’s three key roles:

e Asthe market operator and frontline regulator within
the ecosystem

e As the leading provider of a broad suite of
investment and risk management products

e As an active supporter of community services and
an employer of over 1000 staff globally

Given its role in regional capital and financial markets,
SGX can help facilitate collaboration within the
ecosystem to catalyze change. Capitalizing on its
network, assets and expertise, the initiatives span
across asset classes including fixed income, equities,
commodities and indices.

Fixed Income

SGX is the exclusive partner in Asia for the Nasdaq
Sustainable Bond Network Initiative. This network aims
to be the leading source of information on green, social
and sustainability bonds, both listed and unlisted, to help
global investors conduct due diligence, selection and
monitoring of these bonds. The network covers over
4,500 bonds to-date, predominantly originating from
USA and Europe. SGX plans to enhance data access
and transparency of sustainable bonds in Asia Pacific by
bringing regional issuers onto the network, providing a
valuable component of global data onto the network and
quality data to regional clients in collaboration with
Nasdag.

“Through our partnership with SGX, we are able to
further expand the footprint of the Nasdaq Sustainable
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Bond Network into the Asia-Pacific region,” said Bjgrn
Sibbern, President of European Markets at Nasdag.
“Since its launch a year ago, we have developed the
network into a leading global solution that helps issuers
showcase their sustainable bonds. At the same time, we
provide investors with a comprehensive tool to evaluate
and compare the impact from the capital raised by the
bonds.”

Equities

SGX has also expanded its existing indexing partnership
with FTSE Russell, Morningstar Sustainalytics and
MSCI to provide ESG ratings on companies listed on
SGX. Over 30 of the most recognizable SGX-listed
companies are initially covered, with plans to expand
coverage in 2021.

Mandatory sustainability reporting was implemented
since 2016 and all companies required to publish ESG
reports have done so. Singapore Exchange Regulation
(SGX RegCo) has shared with SGX-listed companies
recommended areas for improvement based on its first
review of the published sustainability reports. It has also
encouraged companies to adopt the Task Force on
Climate-related Financial Disclosures (TCFD)
recommendations and will update its sustainability
guidance to highlight the importance of -climate
reporting.

With the addition of third-party ratings, investors can
form a more comprehensive view of companies for
investment decisions and companies will be encouraged
to embrace sustainability as an integral part of their
business.

More ESG-focused investment and risk management
products will be rolled out in the next three years.
Building on Scientific Beta's strengths in ESG and
leadership in multi-factor indices, asset owners and
managers can look forward to innovative approaches in
qguantifying sustainable development for investment
purposes.

By January 2021, subject to regulatory approvals, SGX
will launch four futures contracts in partnership with
FTSE Russell, based on the FTSE Emerging Markets,
FTSE Asia ex-Japan, FTSE Emerging Markets Asia and
FTSE Blossom Japan ESG-themed indices. The FTSE
ESG indices have risk/return characteristics similar to
benchmark market-cap weighted indexes, maintain
industry neutrality, and deliver added benefit of
improved ESG metrics. By striking a balance between
improved ESG scores and a good representation of the
underlying stock market, these risk management tools
will help facilitate ESG integration into investment
strategies and provide a hedging instrument for ESG-
tracking investments.

Indices

New sustainability benchmarks and ESG-related indices
will also be layered alongside existing flagship multi-
factor indices offered by the SGX Group including
Scientific Beta and Index Edge products. Currently,
more than 30% of assets tracking Scientific Beta’s
indices already have ESG options and all its indices
have advanced ESG and Climate Risk reporting.
Scientific Beta will develop new climate change risk
solutions for institutional investors in the next 12 months.
Investors will be able to tap on these indexing solutions
for responsible investing that aligns to Paris agreement
climate change goals.

Corporate Sustainability

SGX is a component of several global ESG indices
including FTSE4Good Index, Bloomberg ESG Data
Index and MSCI World ESG Leaders Index.

It currently purchases Renewable Energy Certificates
(RECs) for its Singapore operations through its
subsidiary Energy Market Company (EMC)'s
Powerselect platform. Corporate events are made
carbon-neutral through the purchase of carbon offsets.

To further manage and reduce its environmental
footprint, SGX has embarked on a corporate carbon
profiling exercise across all its offices and subsidiaries
worldwide.

Internal capabilities will also be strengthened with the
appointment of SGX'’s first Head of Sustainability and
Sustainable Finance.

“SGX is a pioneer of mandatory sustainability reporting
and one of the top five international listing venues for
sustainability bonds. We want to and can push the
sustainability agenda further. As a market operator and
regulator, we can influence and drive greater
commitment to sustainability and greener financial
markets. An essential element in creating sustainable
capital markets is knowledge; through the SGX FIRST
platform, we aim to equip investors and issuers in this
region with greater ESG knowledge and provide them
with better access to a wider range of ESG-related
information. This will complement the new risk
management and investment products centered on ESG
factors that will be developed in the next few years. With
stronger collaboration within the ecosystem, we can
make a difference in sustainability starting from
Singapore, in Asia and eventually across the world,” said
Loh Boon Chye, CEO of SGX.

Ms Gillian Tan, Assistant Managing Director
(Development & International) of the Monetary Authority
of Singapore, said, “MAS welcomes the launch of SGX’s
sustainability initiatives and the FIRST platform today.
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SGX can play a critical role as the gateway for global
investors to access the significant opportunities
presented by Asia’'s transition to a low carbon
sustainable future. Building on its strengths as one of the
most international multi-asset class exchanges with
strong Asian product offerings, SGX’s planned roll-out of
a suite of new ESG investment and risk management
products across different asset classes will help
accelerate sustainable development in Asia.”
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Singapore Exchange Named Regulation Asia’s
Exchange of the Year for 3rd Year Running

Singapore Exchange (SGX) has again been recognized
as the “Exchange of the Year” in the 3 Regulation Asia
Awards for Excellence 2020. This is the third time SGX
has received the accolade.

The 2020 award recognized SGX's achievements in
sustainability and innovation. Cited in the award were
SGX’s initiatives to boost awareness of ESG and
sustainability issues. Among others, SGX reviewed
companies’ sustainability disclosures to identify areas
for improvement, held discussions and focus groups to
understand financial institutions’ needs regarding ESG,
and increased investor awareness and understanding of
sustainability disclosures.

Other factors a panel of industry experts serving as
judges for the award cited were SGX'’s investment in Al
to improve market surveillance and its sensitivity to
market needs amid COVID-19 including helping
companies in  respect of financial results
announcements and the holding of AGMs.

“COVID-19 brought a new set of challenges and we are
honored to be recognized for rising above these to help
companies, investors and the marketplace as a whole.
Sustainability and technology are very much our focus;
we have invested much effort and resource in both.
These will help build a marketplace where long-termism
dominates, and where the spirit, rather than just the
letter, of the law and rules prevails,” said Tan Boon Gin,
CEO of Singapore Exchange Regulation (SGX RegCo).
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Singapore Exchange Welcomes China International
Capital Corporation as Securities Trading Member

On December 16, 2020, Singapore Exchange (SGX)
welcomed China International Capital Corporation
(Singapore) Pte. Limited (CICC Singapore) to its
securities market as a trading member.

Incorporated in July 2008, CICC Singapore is the hub
for CICC’s Southeast Asia and South Asia businesses
and operations, primarily focusing on sales and trading,
and investment banking activities.

Chew Sutat, Senior Managing Director, Head of Global
Sales and Origination at SGX, said, “We are pleased to
welcome CICC Singapore, a leading Chinese
investment bank, as our securities trading member. With
this membership, CICC will be able to expand
investment options to its clients and add diversity to our
securities market’s investor base, as we continue to
encourage regional participation and deepen financial
connectivity with China. We look forward to CICC
Singapore’s support and participation in our market, and
to more collaborations with CICC.”

Dr. Huang Haizhou, Managing Director, Member of the
Management Committee and Head of Equities
Department, CICC, said, “The trading membership
marks a new milestone for CICC'’s global initiative. Since
setting up CICC Singapore in 2008, the equities
business has grown from a predominantly Hong Kong-
listed research sales business to one which offers a
diversified suite of products, including A-shares, H-
shares and ADRs. With the launch of our Singapore
trading desk, we will facilitate more Chinese capital
investing in Singapore-listed securities and promote
greater cross-border capital flows between Singapore
and other markets.”

Stephen Ng, Managing Director and Chief Executive
Officer of CICC Singapore, said, “The SGX trading
membership will further cement CICC Singapore’s
efforts in the development of cross-border transactions
between Singapore and the region. This will be one of
many initiatives to broaden our coverage of the
Singapore capital market.”

The addition of CICC Singapore brings the total number
of Trading Members in SGX’s securities market to 25.
The securities market also has 24 Clearing Members. In

the derivatives market, there are 63 Trading Members
and 25 Clearing Members.
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Singapore Exchange Welcomes G.H.Y Culture &
Media Holding to Mainboard

On December 18, 2020, Singapore Exchange (SGX)

welcomed the listing of G.H.Y Culture & Media Holding
on its Mainboard under the stock code “XJB”.
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G.H.Y Culture & Media Holding (G.H.Y.) is an
entertainment business focused on the production and
promotion of dramas, films and concerts in the Asia-
Pacific region. The company has produced several
dramas and films in the PRC, Singapore and Malaysia
that have been broadcasted and/or distributed on major
TV networks and leading video streaming platforms in
the PRC. It has also undertaken the production of
concerts for well-known international artistes in
Singapore, with upcoming concerts to be held in
Singapore, Malaysia and Australia. G.H.Y. also provides
talent management services and costumes, props and
makeup services in the PRC and Singapore.

Guo Jingyu, Executive Chairman and Group Chief
Executive Officer said, “Our listing on SGX marks the
first step in an exciting future for G.H.Y Culture & Media
Holding Co., Limited, enabling us to enhance our profile
both in Singapore and abroad. With our expansion plans
and exciting projects in the pipeline, we are well-
positioned to capture new opportunities in the media and
entertainment industry and establish ourselves as the
choice entertainment group in the region. We are
honored to have our investors and shareholders on
board with us as we explore this next chapter of growth
in the G.H.Y story.”

Chew Sutat, Head of Global Sales & Origination, SGX,
said, “We are delighted to welcome G.H.Y Culture &
Media Holding to our Mainboard. Entertainment has
become a ubiquitous part of our lives, in particular online
video platforms which have grown increasingly popular
given the ease and convenience of internet streaming.
Among its future plans, G.H.Y intends to leverage on
technological advancements to further diversify into new
media content such as interactive dramas. SGX looks
forward to continue being G.H.Y's global fundraising
partner, as it expands its international reach and uses its
media to bridge between the PRC and the ASEAN
region."

With a market capitalization of about S$709 million,
G.H.Y Culture & Media Holding’s listing will add to
SGX’s Mainboard listings with a combined market
capitalization of more than S$856.3 billion.
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Shenzhen Stock Exchange Launches the CNI
Xiangmi Lake Culture and Creativity Index

To comprehensively reflect the operation status of the
listed companies in the cultural and creative industries
in Shenzhen and Hong Kong, create new cultural and
creative  models, promote deeply integrated
development of “culture + finance”, and better support
the development of the Guangdong-Hong Kong-Macao
Greater Bay Area and the pilot demonstration zone of
socialism with Chinese characteristics, on December
17, 2020, Shenzhen Stock Exchange’s (SZSE) wholly-
owned subsidiary Shenzhen Securities Information Co.,
Ltd. and the People’s Government of Futian District
jointly launched the CNI Xiangmi Lake Culture and
Creativity Index (Abbreviation: Culture & Creativity.
Code: 980046).

General Secretary Xi Jinping has pointed out that “the
cultural industry is a sunrise industry, with a promising
future” and that “the development of the cultural
development should be attached great importance to
during the 14th Five-year Plan period ”. The recent Fifth
Plenary Session of the 19th CPC Central Committee
proposed to “vigorously develop cultural undertakings
and the cultural industry to improve China’s cultural soft
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power”. A batch of quality cultural and creative
companies have gathered in the capital market, forming
a characteristic “cultural and creative board”. As the core
platform of the capital market, SZSE has become a main
listing place for Chinese cultural and creative
companies. According to statistics, there are a total of
231 cultural and creative companies listed in Chinese
mainland and Hong Kong, with total market
capitalization of more than CNY 7 trillion, among which,
152 companies are listed on SZSE, accounting for
nearly seventy percent. That shows SZSE has formed
certain agglomeration effect in the cultural and creative
fields, demonstrated clear advantage as an innovation
leader, and achieved marked results in serving the real
economy.

The Culture & Creativity Index is the first cultural and
creative theme stock index in China. 100 cultural and
creative companies with large market capitalization and
excellent liquidity are selected from SZSE-listed
companies and eligible stocks for southbound trading
under the Shenzhen-Hong Kong Stock Connect and the
Shanghai-Hong Kong Stock Connect as its samples.
The current samples of the Index include 95 stocks listed
on the SZSE A-share market and 5 Hong Kong stocks,
covering a number of fields such as game, film & TV,
advertising, culture & tourism and digital content service,
and gathering a group of industry leaders like the game
industry leader Tencent (0700.HK), the advertising
industry leader Focus Media (002027), the film & TV
industry leader Mango (300413) and the tourist
performing arts industry leader Songcheng (300144).
According to estimates, from December 31, 2012 to
November 30, 2020, the cumulative return of the Culture
& Creativity Index is 103%, while in the same period, the
cumulative returns of the CSI 300 and the Hang Seng
Index are 97% and 16% respectively.

Relevant leadership of SZSE said that the launch of the
Culture & Creativity Index is a specific measure to
strengthen the connection between regional economy
and the capital market, and it has provided a strong lever
to assist in the high-quality development of the Chinese
cultural industry. In the effort to build a multi-tiered index
system with “SZSE Component Index + SZSE 100 Index
and ChiNext Index” at its core, SZSE has launched a
batch of characteristic indexes that represent China’s
new economy. Next, SZSE will learn and implement in
depth the guiding principles of General Secretary Xi
Jinping’s important speeches, and advance the key
tasks of deepening the reform of the capital market in all
respects and the list of first authorization matters of the
pilot demonstration zone of socialism with Chinese
characteristics. SZSE will continue to strengthen the
building of indexes and index product system, promote
product development of the Culture & Creativity Index,
and guide allocation of medium and long-term funds into
quality assets to inject new vitality for the high-quality
development of the industry and local economy and

better serve the development of the Guangdong-Hong
Kong-Macao Greater Bay Area and the pilot
demonstration zone of socialism with Chinese
characteristics.
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Shenzhen Stock Exchange Launches the Column of
“Service Guides” to Advance “Institutionalized,
Standardized, Process-based and Electronic”
Regulation

On December 11, 2020, Shenzhen Stock Exchange
(SZSE) issued a news, stating that recently, it launched
“Service Guides” under the second-tier column “Rules —
Self-Disciplinary Regulation and Market Services” on
the official website, releasing 29 service guides
frequently used by market entities. This marks another
phased achievement of SZSE in advancing the
“institutionalized, standardized, process-based and
electronic” regulation and improving the transparency
and standardization of regulatory services following the
release of the List of Self-disciplinary Regulation Matters
and the List of Market Service Matters in accordance
with the plans and requirements of the China Securities
Regulatory Commission.

Focusing on market demand and basically covering all
business areas. SZSE has comprehensively sorted out
and integrated the existing service guides and operation
manuals about matters in the List of Self-disciplinary
Regulation Matters and the List of Market Service
Matters that have been applied by market entities.
Through improvement and supplementation, we
developed service guides covering all business areas
including issuance and listing, trading, listed companies,
membership, fixed-income products, funds, derivatives
and comprehensive services to provide clear and
convenient services for market entities.

Unifying search and inquiry channels and providing a
“one-stop” column for service guides. The column brings
together various service guides and operation manuals
distributed in different columns and business areas and
arranges and displays them in a concentrated manner
by business field. Market entities can search for and
inquire about them under the third-tier column “Service
Guides” on the official website of SZSE. Meanwhile, the
column highlights the key elements such as handling
basis, handling department, handling time limit, handling
process, application materials, charging standards and
consulting methods that market entities are most
concerned about, and launches a list of FAQs based on
routine business, thus unifying the guide style &
template and content elements, and facilitating the
understanding and use of market entities.

Emphasizing key points of reform to enhancing market
entities’ sense of gain. In order to ensure the high-quality
operation of the registration-based IPO system of the
ChiNext Board, SZSE newly adds the guides to IPO on
ChiNext Board, refinancing, major asset restructuring
and issuance underwriting, which clearly and intuitively

present application conditions, review procedures, list of
materials, processing time limits and FAQs. Together
with the review information disclosure website for
issuance and listing on the ChiNext Board, the
“Shenzhen Securities Services” app and the full-process
electronic review system, they adopt the work
requirements of “opening up for reform in a transparent
manner under joint efforts” into practices that are
applicable and feasible on the market. In the future,
SZSE will also supplement and update relevant service
guides in a timely manner based on the progress in
major reform tasks such as the delisting system reform
and provide market entities with efficient and clear
business expectations through high-quality services.

Service guides serve as a powerful tool to realize
“institutionalized, standardized, process-based and
electronic” regulatory services, and an important window
to facilitate market entities in obtaining information and
conducting business. Next, SZSE will continuously
adhere to the “open-minded, transparent, honest and
strict” business concept, and keep strengthening
regulation and improving services. With market demand
as the focus and service-oriented regulation as the goal,
we will continue to track and evaluate the
implementation effect of various service guides, further
simplify materials, streamline procedures and improve
efficiency, so as to effectively enhance relevant parties’
sense of gain from the reform, and lay a solid foundation
of “institutionalized, standardized, process-based and
electronic” regulation for building a high-quality
innovative capital center and a world-class exchange.

RINESZ A LEDEREETE, IXBHEETE
‘e ik

2020 £ 12 A 11 B, RYNESRZ B (THRRZA)
R —NFEE, HEE, RZXAETTMGEEAN
BREEEETHRSEN - RIZBER L& HEER
T2, KL 29 MM EGEANNEERE. X2R
RFMAERIERILERBEER, %5F 10 B
(BREEEFIER) M (TIRSEMEL) 2/5,
FLcHEHEE TR SRR, A, REMA. BFL
FERTT IR E RS E PAEFRE KR X —Fr B AL
R

RETHFR, ERALALVSTEEES. RXTES
BREEENTZRSEET SR THEERBENENE
0, WA RENEERNREFNES T 2 ERERE
7, BR{R. FEXTE, BHTEERTLET. X5.
EHAT. £R. Bl R. B2 TERTSERS
FUESFHN" AR NDERER, ATHEEDELS
RLEM. EFRS.

42



J M L

KRR F—", FTENFEF —HB . TELETH
HEREEE. FRVFEXNEENIEEBIRET
i, FRIVSOEHY . KFHR®, THEEITEE
WRZABEM DERE ZRAEZERTHTEEEN,
KUTRREEHAREG—. BN, TEETHIERX
ERDIEARIE. DI ENR. MERE. BIF
Ml WA, BETRNSRBERRUE T, H45E
SHELSTAREABELERNDSER, KU TIEEHE
ARRERNBREG—, EAETHEEBBNER.

RUHBEER, ILTHEREFTRER. AREE LR
EMBISREETT, RIPIREE T etk IPO. &
ME. EXAFEENRTRETNERER, BHEY
WERMBRERM. FEORE. MEVER. NENRME
RieBmE, SeVRFEFZESATMIE. “RIE
BR"APP YR EREHTUERZRFE T, KT
BYE. BRENE. ANBRENIERRELNT
BERIL. AELMNARKIK. 5% RAXMEEES
BRITHELESFEANEEFSERBER, K TEH
HEDEERE, WILRRSATHEERESH. B
B9k 55 IR

NEEEESNEERSHEL. e, REL. B
TUHEONMTF, CRENTHEERRER. HEL

SHEREH. T—F, RIMEREEF TR, EH.

B, PR IERRE, EUUCEEMSHRS LI
mAa, UHHRERASE, URSEEENBER, &
REFPFA SR NFIRAERRMR, H—FRUHH. L
HEFF. REXE, VIKERTHETLERSR, A

BEHEERREFEARPOMER R H IS KL T

Eltlo

Source XjR&:
http://www.szse.cn/aboutus/trends/news/t20201211_583783.
html

Shenzhen Stock Exchange Spokesperson Answers
Reporters’ Questions on Revision of Relevant
Business Rules Concerning Delisting

On December 14, 2020, to earnestly implement the
Opinions of the State Council on Further Improving the
Quality of Listed Companies and the Implementation
Plan for Refining the Delisting Mechanism of Listed
Companies and further deepen the reform of the
delisting system, Shenzhen Stock Exchange (SZSE)
has revised relevant business rules including the Rules
Governing Share Listing on SZSE, Rules Governing the
Listing of Shares on the ChiNext Market of SZSE,
Trading Rules of SZSE and Implementation Measures
of SZSE for the Re-listing of Delisted Companies, and
has solicited public opinions. SZSE spokesperson has
answered questions of market concern from reporters.

1. What is the main background for the revision of
relevant business rules on delisting?

Answers: The delisting system is an important basic
system of the capital market. Deepening the reform of
the delisting system is a key link in strengthening the
construction of basic systems of the capital market and
also an important means to improve the market
ecosystem where companies can both be listed and
desisted and only the fittest survives. It is of great
significance to further improving the quality of listed
companies and promoting virtuous circulation of the
capital market.

SZSE has always been attaching great importance to
the construction of the delisting system, by continuously
advancing the reform of the delisting system. Under the
unified deployment of China Securities Regulatory
Commission (CSRC), SZSE launched three reforms in
2012, 2014 and 2018 respectively, during which SZSE
has established four mandatory delisting indicator
systems related to finance, trading, regulation and major
violations. Since 2019, 18 SZSE-listed companies have
been delisted mandatorily. The delisting reform
gradually shows results. However, because the delisting
of a listed company involves many interested parties,
some delisting standards no longer meets the
requirements of the new Securities Law. Such problems
as prolonged delisting procedures and difficulty in
delisting are prominent.

The Central Committee for Deepening Overall Reform
(CCDOR) recently deliberated and adopted the
Implementation Plan for Refining the Delisting
Mechanism of Listed Companies. The Opinions of the
State Council on Further Improving the Quality of Listed
Companies clearly states that it's necessary to refine the
delisting mechanism for listed companies. SZSE has
conscientiously carried out the decisions and plans of
the CPC Central Committee and the State Council.
Under the leadership of CSRC, SZSE has actively put in
place relevant arrangements and requirements by
improving delisting standards, simplifying delisting
procedures and intensifying delisting regulation,
summed up experiences and strengthened areas of
weakness. In combination with the ongoing systematic
check of the self-disciplinary rules, SZSE has
comprehensively revised and improved relevant
business rules concerning delisting.

2. In recent years, SZSE has been taking stock of and
optimizing the system of self-disciplinary rules and
speeding up the building of a transparent, efficient,
clear, and easy-to-implement system of rules. In the
revision, what optimizations and improvements has
SZSE made in the system of self-disciplinary rules?
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Answers: SZSE has sorted out and optimized the
system of self-disciplinary rules according to the general
plan of CSRC on carrying out systematic check of
securities and futures rules and regulations. SZSE
adopts a classified implementation policy upon overall
planning and optimized both the contents and forms of
rules. SZSE established new rules, and revised and
abolished existing ones simultaneously, earnestly
implementing the requirements of the new Securities
Law to strengthen the construction of basic systems of
the capital market.

The idea of “transparency” and “simplicity” underlined
the whole process of the revision of delisting rules. First,
SZSE has fully integrated the Implementation Measures
on Mandatory Delisting of Listed Companies with Major
Violations of Law and the Special Business Rules for
Delisting Transitional Period into the listing rules. SZSE
has included in the Trading Rules of SZSE the
provisions on price change limit in the Notice on
Arrangements for Stock Trading of ChiNext Board-listed
Stocks with a Risk Warning and ChiNext Board-listed
Stocks in the Delisting Transitional Period, applying the
same rules to issues of the same category, so the
system is more streamlined and easier to use. Second,
referring to the IPO review mechanism, SZSE has
specified situations where application for review will not
be accepted, review will be suspended and review will
be terminated in the Implementation Measures of SZSE
for the Re-listing of Delisted Companies, making the
procedures more transparent and expectations more
stable. Third, for the Main Board (including the SME
Board), by drawing on the practice of the ChiNext Board,
SZSE has systematically optimized the style and layout
of the chapter on delisting in the Rules Governing Share
Listing, dividing the chapter into sections based on four
situations for mandatory delisting, namely, trading
related, finance related, standard related and major
violation related. The specific delisting indicators and
delisting procedures corresponding to each situation are
completely presented in that section, so the layout is
more reasonable and the content clearer.

3. What are the main revisions of the Rules Governing
Share Listing (Exposure Draft)? What's the desired
effect?

Answers: The Rules Governing Share Listing is
applicable to companies listed on the Main Board
(including the SME Board) of SZSE. In the revision,
SZSE has drawn on the experience of the reform of the
ChiNext Board and the pilot project of the registration-
based IPO system and has further refined and optimized
delisting indicators, delisting procedures, risk warnings
and relevant trading arrangements for delisting, which
mainly involve the following three aspects:

First, optimizing delisting standards and clearing exit
channels. SZSE has added new delisting indicators

such as the lower one of net profit before and after
deducting non-recurring gains and losses being
negative and operating income being lower than CNY
100 million, market capitalization being lower than CNY
300 million, major defects in information disclosure or
standard operation, more than half of directors being
unable to ensure authenticity, accuracy or completeness
of annual reports or semiannual reports, major violations
of law, financial frauds, and issuance of a qualified audit
report to stocks with a delisting risk warning. SZSE has
improved relevant description of the face value delisting
indicator, and comprehensively optimized the existing
four mandatory delisting indicator systems, namely,
trading related, finance related, standard related and
major violation related. SZSE has especially
emphasized cross applicability of finance related
indicators and  speeded up the clearing of  shell
companies and zombie companies that have lost the
ability to operate as a going concern.

Second, simplifying delisting procedures and improving
delisting  efficiency. SZSE  has  canceled listing
suspension and listing resumption, which has shortened
the delisting process significantly. SZSE has moved
the start time of continuous trading suspension for
mandatory delisting due to major violations of law
from “when the company is informed of the advance
notice on administrative punishment or the people’s
court issues a judicial judgment” to “when the company
receives the decision of administrative punishment or
the people’s court’'s judicial judgment becomes
effective”. In the meantime, SZSE has simplified the
review procedures of the listing committee. It also has
cut the delisting transitional period from 30 trading days
to 15 and canceled the delisting transitional period for
trading related delisting, while lifting the first day price
limit, to mitigate speculation. In addition, in the revision,
considering that convertible bonds also have the
attributes of stocks, SZSE has synchronously canceled
listing suspension  for convertible  bonds  without
specifying conditions for their delisting. SZSE makes it
clear that when a company’s stock is delisted, its
convertible bonds will be delisted simultaneously.

Third, strengthening risk warning and guiding rational
investment. SZSE has added the situation in which a
finance related delisting risk warning (*ST) is given as
described in the decision of administrative punishment
and two other situations in which a special risk warning
(ST) is given, namely, situations where there are doubts
about the company’s ability to operate as a going
concern and wherethe internal audit report
or verification report is issued with disclaimer of opinion
or adverse opinion. SZSE has tightened the quantitative
criteria  of special risk warning relating to illegal
guarantee and expanded the scope of subjects of fund
occupation that incurs a special risk warning. SZSE has
set up the risk warning board that includes stocks with a
risk warning and stocks undergoing delisting transition.
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Meanwhile, SZSE has optimized the suitability
management and trading arrangements of stocks with a
risk warning and stepped up efforts in risk exposure and
investor protection.

4. Compared to the reform of the ChiNext Board
delisting system this June, what are the new changes in
delisting indicators and procedures in the Rules
Governing the Listing of Shares on the ChiNext Market
(Exposure Draft)?

Answers: The previous reform of the ChiNext Board
listing system has basically put in place the overall
thinking of this round of reform, while this revision has
further refined and added relevant delisting indicators
and optimized the delisting procedures.

Regarding delisting indicators, first, SZSE has
added a finance related delisting risk warning as
determined in  the decision of administrative
punishment, and further optimized the recognition and
deduction mechanisms of operating income. Second,
SZSE has added the criteria for the major violation of
financial fraud to determine whether a company
triggers a delisting for major violations from the
perspectives of net profit, total profit and assets. Third,
SZSE has added the standard related delisting indicator
that more than half of directors are unable to ensure the
authenticity of annual reports or half-year reports, and
further defined major defects in information disclosure or
standard operation including that the company has lost
contact channels for information disclosure, that the
company refuses to disclose important
information as required and that the company has
severely disturbed information disclosure order, and
other situations deemed by SZSE as major defects in
information disclosure or standard operation. Forth,
SZSE has improved relevant description of the face
value delisting indicator.

Regarding delisting procedures, SZSE has adjusted
the two reviews by the listing committee for delisting due
to major violations of law to one review, that is, SZSE
judges whether a company’s stock triggers mandatory
delisting due to major violations of law based on the
decision of administrative punishment and the judicial
judgment and sends an advance notice to the company,
then the listing committee reviews whether the
company’s stock meets the standard for delisting due to
major violations of law, and SZSE makes a decision
based on the committee’s review opinions. The delisting
transitional period has been cut down to 15 trading
days. SZSE has included stocks with a risk warning and
stocks undergoing delisting transition in the risk warning
board for trading.

After the reform is completed, arrangements for the key
delisting indicators and delisting procedures for the

ChiNext Board and the Main Board (including the SME
Board) will be basically the same.

5. What's the purpose of establishing the risk
warning section and what are the considerations?

Answers: Compared to stocks that are traded normally,
stocks that are given a risk warning have delisting risk
or other risks and their market capitalization is generally
low and their prices often fluctuate and are susceptible
to speculation. Based on that, SZSE has set up the risk
warning section to specify the trading mechanism for
stocks with a risk warning and suitability management
requirements while improving the trading mechanism of
stocks undergoing delisting transition. First, enhancing
the risk awareness that buyers assume sole
responsibility for profit or loss. In terms of investor
suitability management, SZSE has added the
requirement that ordinary investors shall sign the risk
disclosure statement when buying stocks with a risk
warning for the first time. Second, curbing over-
speculation. In terms of trading mechanism, SZSE has
set the upper limit of trading volume of stocks with a risk
warning, allowing investors to buy no more than 500,000
shares of a single stock with a risk warning in a day
through centralized bidding, bulk trading and after-hours
pricing and trading.

6. The new rules will be enforced from the date
of release. What are SZSE’s arrangements for existing
companies suspended for listing and companies with a
risk warning in the transitional period?

Answers: To ensure steady progress of the reform of the
delisting system and maintain stable market operation,
SZSE has made transitional period arrangements for
companies whose stocks have been suspended for
listing and those that have been given a delisting risk
warning or other risk warning before the new rules take
effect:

Regarding a company whose stock has been
suspended for listing, after its 2020 annual report is
disclosed, its stock will still be evaluated according to
the Rules Governing Share Listing (Revised in
November 2018) and the Rules Governing the Listing of
Shares on the ChiNext of Shenzhen Stock Exchange
(Revised in November 2018) to see whether it meets the
standards for resuming or
terminating listing procedures, and will be listed or not
listed according to the procedures specified in the
foregoing rules.

Regarding a Main Board or SME Board listed company
whose stock has been given a delisting risk warning or
other risk warning, before its 2020 annual report is
disclosed, the delisting risk warning or other risk warning
continues. Based on the information disclosed in its
2020 annual report, there are four ways to handle such
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kind of company: first, if a situation in which a delisting
risk warning or other risk warning is given is triggered
according to the new rules, the stock will be given the
same. Second, if a situation in which a delisting risk
warning is given is not triggered according to the new
rules but the criteria for suspended listing as specified in
the Rules Governing Share Listing (Revised in
November 2018) are met, the stock will not be
suspended for listing but given other risk warning and be
subject to the new rules after disclosure of its 2021
annual report; if a situation in which other risk warning is
given is not triggered according to the new rules, the
other risk warning will be canceled. Third, if a situation
in which a delisting risk warning is given is not triggered
according to the new rules and the criteria for suspended
listing as specified in the Rules Governing Share Listing
(Revised in November 2018) are not met, the delisting
risk warning will be canceled. Fourth, if a situation in
which other risk warning is given is not triggered
according to the new rules, the other risk warning will be
canceled.

7. The situations in which a finance related delisting risk
warning is given, delisting indicators and newly added
major violation related delisting
indicators are all taking 2020 as the starting year. How
should the public understand that?

Answers: For situations in which a finance related
delisting risk warning is given and delisting
indicators are assessed since 2020, SZSE judges
whether a company’s stock triggers delisting risk
warning based on its 2020 annual report or its violations
in 2020 as described in the decision of administrative
punishment. For example, if a company’s 2020 annual
report shows that the audit opinion to its financial
statements is disclaimer, its stock will be given a
delisting risk warning. For another example, the decision
of administrative punishment received by a company in
January 2022 indicates that there are false records in its
2020 annual report. Its net assets were actually negative
in 2020. After the company discloses the decision of
administrative punishment, its stock will be given a
delisting risk warning. After its 2021 annual report is
disclosed, SZSE will judge whether to cancel the
delisting risk warning or delist the stock.

Regarding major violation related delisting indicators,
SZSE has added the “fraud amount + fraud
proportion” quantitative indicator. The monitoring period
of the indicator is three years, with 2020 as start of the
three consecutive years. For example, if a company
reaches the “fraud amount + fraud
proportion” quantitative standard for 2020, 2021 and
2022 straight, its stock will be subject to mandatory
delisting due to major violations of law.

8. If a company’s disclosed 2020 annual report triggers
the two new situations in which other risk warning is

given that are newly added in the revision, its stock will
be given other risk warning. How does the public
understand it?

Answers: The two new situations in which other risk
warning is given are that “the company is given an
internal audit report or assurance report with disclaimer
of opinion or adverse opinion in the last
year” and that “the lower one of the company’s net profit
before and after deducting non-recurring gains and
losses in the last three accounting years is negative and
its audit report of the latest year shows that there is
uncertainty in its ability to operate as a going concern”.
The two situations are applicable after the 2020 annual
report is disclosed, that is, 2020 is the “last year” in the
first situation and is the third year of the “last three
accounting years” in the second situation.

For example, if a company’s 2020 internal control audit
report is provided with disclaimer opinion, its stock will
be given other risk warning. For another example, if the
lower one of a company’s net profit before and after
deducting non-recurring gains and losses in 2018, 2019
and 2020 is negative and its 2020 audit report shows
that there is uncertainty in its ability to operate as a going
concern, its stock will be given other risk warning.

9. Regarding companies that receive an advance notice
on administrative punishment or a decision of
administrative punishment before the new rules are
enforced and that may trigger the situations for
mandatory delisting due to major violations of law, how
are relevant rules applied?

Answers: Regarding companies that receive an
advance notice on administrative punishment or a
decision of administrative punishment before the new
rules are enforced, SZSE will judge whether they trigger
the situations for mandatory delisting due to major
violations of law according to the provisions set out in
SZSE's Implementation Measures on Mandatory
Delisting of Listed Companies due to Major Violations of
Law and Rules Governing Share Listing (Revised in
November 2018), and execute relevant procedures
according to the foregoing rules.

10. Regarding companies that receive an advance
notice on administrative punishment after the new rules
are enforced and that may trigger the situations for
mandatory delisting due to major violations of law, how
are relevant rules applied?

Answers: Regarding companies that receive an
advance notice on administrative punishment after the
new rules are enforced, SZSE will judge whether they
trigger the situations for mandatory delisting due to
major violations of law between 2015 and 2020
according to the provisions set out in
SZSE’s Implementation Measures on Mandatory
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Delisting of Listed Companies due to Major Violations of
Law, Rules Governing Share Listing (Revised in
November 2018)and Rules Governing the Listing of
Shares on the ChiNext of Shenzhen Stock Exchange
(Revised in November 2018), and judge whether they
trigger the situations for mandatory delisting due to
major violations of law in 2020 and the years after
according to the new rules.

For example, after the new rules are enforced, a Main
Board-listed company receives an advance notice on
administrative  punishment and a decision of
administrative punishment that show the company had
been losing money for four years straight from 2016 to
2019. Then SZSE judges it has triggered the situations
for mandatory delisting due to major violations of law
according to the provisions set out in
SZSE's Implementation Measures on Mandatory
Delisting of Listed Companies due to Major Violations of
Law and Rules Governing Share Listing (Revised in
November 2018). For another example, after the new
rules are enforced, a company receives an advance
notice on administrative punishment and a decision of
administrative punishment that show the company’s net
assets in 2021 and 2022 are negative. Then SZSE
judges it has triggered the situations for mandatory
delisting due to major violations of law according to the
new rules.

11. What main content has been revised in
the Implementation Measures on the Re-listing of
Delisted Companies?

Answers: In the revision of the Implementation
Measures on the Re-listing of Delisted Companies,
SZSE has optimized re-listing conditions based on the
issue conditions specified in the new Securities Law,
and SZSE has deleted that “the ChiNext Board does not
accept companies’ applications for re-listing of
stocks” and added that companies who meet the re-
listing conditions specified in the Measures may apply to
SZSE for re-listing. Moreover, in the revision, SZSE has
used the ChiNext IPO review mechanism for reference,
and laid out situations in which re-listing applications are
not accepted, review is suspended, and review is ended.

12. What's SZSE’s next plans and arrangements for the
reform of the delisting system and delisting regulation?

Answers: SZSE will follow the unified deployment of
CSRC, stick to the market-, rule-of-law-based direction,
and accelerate improving the regular delisting
mechanism. It will vigorously strengthen the
construction of basic market systems, earnestly fulfill the
responsibilities as the implementer of delisting, and do a
better job in frontline regulation. It will strive to build a
group of listed companies that reflect high-quality
development requirements and better serve overall
economic and social development. First, to focus on the

main line of “system building”. After the exposure drafts
are issued, it will listen to opinions from all sides through
seminar, etc., and work faster to revise and improve
delisting rules. Using the implementation of the
new Securities Law as an opportunity, it will continue to
improve the system of self-disciplinary rules and step up
efforts to build more mature basic systems. Second, to
practice the concept of “non-intervention”. It will give full
play to the market function of resources allocation and
support listed companies in realizing market-based
clearing through M&A and restructuring, bankruptcy
reorganization, etc. to defuse stock risk. Third, to stick to
the bottom line of “zero tolerance”. It will fulfill delisting
duties according to law, strictly implement the delisting
system, crack down on acts in violation of law such as
financial fraud, and resolutely delist companies that
trigger delisting criteria. Fourth, to further leverage
synergy. It will maintain close communication and
cooperation with local governments, CSRC offices, etc.,
strengthen information sharing and joint risk handling,
and give play to synergy in regulation to build a good
ecosystem to maintain healthy and stable development
of the capital market.
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Questions & Answers on Shanghai Stock
Exchange's Revision of Delisting System

On December 14, 2020, the Shanghai Stock Exchange
(SSE) issued the draft versions of the Rules of Shanghai
Stock Exchange for Listing of Stocks, the Rules of
Shanghai Stock Exchange for Listing of Stocks on the
Science and Technology Innovation Board, the
Measures of Shanghai Stock Exchange for
Management of Stock Trading on the Risk Alert Board,
and the Implementation Measures of Shanghai Stock
Exchange for the Relisting of the Delisted Companies
(hereinafter collectively referred to as the "New Delisting
Rules"), for public comments. Regarding the release of
the drafts of the New Delisting Rules, an SSE official in
charge of relevant businesses has answered related
questions.

Question 1: What is the background of the reform in the
delisting system and what are the general guidelines for
the revision of the rules?

Answers: As a basic system of the capital market, the
delisting system for listed companies plays an important
role in improving the quality of listed companies,
enhancing the survival of the fittest mechanism in the
market, and allocating market resources in a
coordinated way. In November 2018, CPC General
Secretary Xi Jinping announced to establish the Science
and Technology Innovation Board (STAR Market) and
pilot the registration-based IPO system on the SSE. On
the one hand, the pilot program of the registration-based
IPO system has advanced the reform of the delisting
system as an exit for the capital market; on the other
hand, it has also resulted in higher requirements for the
improvement of the basic systems. Toward this goal, on
the basis of previous reforms in the delisting system, the
SSE STAR Market has taken the lead to make a step
forward in institutional trials by tightening the delisting
criteria, improving the delisting indicators and simplifying
the delisting procedures, so as to provide experience in
rules and accumulation of systems for the new round of
reforms in delisting. The new Securities Law, which
came into effect in March 2020, absorbs the results of
the reform on the SSE STAR Market, and puts the stock
exchanges in charge of making specific provisions on
delisting conditions and procedures instead of providing
specific rules for the circumstances of listing suspension
and termination. The listed and traded securities with the
circumstances of listing termination prescribed by the
stock exchange shall have the listing and trading
terminated by the stock exchange in accordance with
the business rules. On October 9, 2020, the State
Council issued the Opinions of the State Council on
Further Improving the Quality of Listed Companies,
which makes it an important task to improve the exit
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mechanism for listed companies, calling for enhancing
the delisting criteria, simplifying the delisting procedures
and intensifying the supervision of delisting. On
November 2, 2020, the Central Committee for
Strengthening Overall Reform deliberated on and
approved the Implementation Plan for Improving the
Delisting Mechanism for Listed Companies, which
reiterates that improving the delisting mechanism for
listed companies is an important institutional
arrangement for comprehensively cementing the reform
of the capital market. The Recommendations of the CPC
Central Committee for Formulating the 14th Five-Year
Plan for Economic and Social Development and the
Long-Range Goals for 2035 published on November 3,
2020, also clearly proposes "establishing the normalized
delisting mechanism”. In order to fully implement the
spirit of the documents of the CPC Central Committee
and the State Council, the SSE, under the leadership of
the China Securities Regulatory Commission (CSRC),
initiated a new round of reform of the delisting system in
a timely manner.

Since 2012, there have been three major reforms in the
delisting system on the SSE's main board market, as the
system of indicators for compulsory delisting in the four
categories of financial affairs, trading, standardization
and major violations and the circumstances of voluntary
delisting have been set up, and the risk alert board has
been established to reveal the risks of delisting, in a bid
to advance the steady delisting. Initial results have been
achieved in the progress in law-based delisting. Since
the reform began in 2012, the SSE has continued to deal
with delisting in a normal manner, and dozens of
companies on the SSE's main board have had the listing
terminated and the shares delisted. In the past two
years, since the registration-based IPO system was
piloted, the face value-based delisting has gradually
become the main channel for delisting, as six SSE-listed
companies have been delisted due to their share prices
continuously falling below the face value, and quite a few
companies are moving on the edge of the face value-
based delisting, showing that the market-oriented
delisting is taking effect.

Adhering to the basic principle of orientation toward
market, rule of law and normalization, the current reform
in the delisting system follows the guidelines in the
following four aspects. First, the SSE will stick to the
market orientation and conform to the reform concept of
the registration-based IPO system. It will improve the
indicators of face value-based delisting, and newly add
the indicators of market value-based delisting to give
play to the role of the market in terms of survival of the
fittest. Second, the SSE will enhance the criteria for
financial affairs-based delisting and strive to eliminate
the shell companies. Instead of only assessing the
delisting indicator of net profits in the past, the current
reform is characterized by the combined indicators of
operating income and net profit after deducting non-

recurring gains and losses, so as to provide an accurate
profile of a shell company. Third, the SSE will strictly
enforce the delisting and compress the space for
avoidance. Stringent supervision will be reflected in the
indicators for the categories of trading, financial affairs,
standardization and major violations, and especially the
evasion of delisting will be curbed through the cross
application of the indicators for financial affairs and
those for audit opinions. Fourth, the SSE will simplify the
delisting process and improve the efficiency of delisting.
The procedures of listing suspension and listing
resumption have been cancelled to speed up the pace
of delisting. In general, the important arrangements of
the CPC Central Committee and the State Council for
the capital market have been firmly implemented, and
the spirit of the new Securities Law has been strictly
enforced in the current reform, as the delisting indicators
are further optimized, the delisting process is shortened,
the market clearing is stepped up, and the delisting
efficiency is improved, with a view to forming a market
ecosystem facilitating the entrance and exit as well as
the survival of the fittest for the listed companies.

Question 2: Can you elaborate the current reform in the
delisting system? What are the specific changes to the
delisting criteria and procedures?

Answers: Regarding the delisting criteria, first of all, in
the revision the compilation method for the section on
delisting in the Rules for Listing of Stocks is optimized,
as the structure of provisions is adjusted from the
original one based on the delisting procedures to that
including the sections based on the delisting
circumstances, that is, the delisting circumstances are
divided into those of compulsory delisting in the four
categories of trading, financial affairs, standardization
and major violations and those of voluntary delisting,
and the corresponding delisting circumstances and the
complete implementation procedures for delisting are
specified in the sections for each kind of delisting
circumstances. Secondly, the indicators for the four
categories of compulsory delisting are improved: First,
in terms of the indicators for the category of financial
affairs, the original only indicators of net profit and
operating income have been cancelled, and the
combined financial indicators of negative net profits
before and after deducting non-recurring gains and
losses and less than RMB100 million in the operating
income are newly added, and are also cross-applied to
the indicators of financial affairs for the year following the
implementation of the delisting risk alert. Second, in
terms of the indicators for the category of trading, the
original delisting indicator based on the face value is
replaced by the indicator of "RMB 1 delisting", and at the
same time, the market value-based indicator that "the
total market value of the shares at the closing each day
on the Exchange is less than RMB 300 million for 20
consecutive trading days" is added; third, in terms of
compliance indicators, the two kinds of circumstances
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where companies have major defects in information
disclosure and regulated operation and reject to comply
and more than half of the directors fail to ensure the
authenticity of the semi-annual report or the annual
report are added, with specific criteria elaborated; fourth,
in terms of the indicators for the category of major
violations, on the basis of the original sub-category of
delisting for major violations in information disclosure,
the delisting criteria for financial fraud are further
clarified, with the quantitative indicators newly added,
which stipulate that "according to the facts ascertained
in the CSRC's administrative penalty decision, the
annual report disclosed by the company contains false
records, misleading statements or major omissions, the
amount of the inflated net profit of the listed company in
each year is more than 100% of the amount of net profit
disclosed in the year's annual report for three
consecutive years, and the total amount of the inflated
net profits in the three years reaches more than RMB 1
billion; or the total amount of inflated profits in each year
is more than 100% of the amount of profits disclosed in
the year's annual report for three consecutive years, and
the total amount of the inflated profits in the three years
reaches more than RMB 1 billion; or the total amount of
false records in all items of the balance sheet in each
year is more than 50% of the amount of the net assets
disclosed in the year's annual report for three
consecutive years, and the cumulative amount of false
records in the three years totals more than RMB 1 billion
(if the figures involved in the aforementioned indicators
are negative, the absolute value should be adopted in
calculation)”.

In terms of delisting procedures, the current revision
mainly includes the adjustments in the following three
aspects. First, the procedures of listing suspension and
listing resumption are cancelled, and it is stipulated that
the listed companies will have the listing terminated
when they trigger the indicators for the category of
financial affairs in two consecutive years. Second, the
setting of delisting arrangement period for the
circumstances of delisting in the category of trading is
cancelled, the price limits will not be set on the first day
of the delisting arrangement period, and the time limit of
trading for the delisting arrangement period will be
shortened from 30 trading days to 15 trading days. Third,
the start point for the continuous listing suspension in the
category of major violations will be delayed from the date
of receipt of the advance notice on administrative
penalty or the court's judgment to the date of receipt of
the administrative penalty decision or the effective
judgment of the court.

In addition, based on the previous explorations in the
systems, the SSE STAR Market has had the delisting
indicators and procedures optimized at the same time in
accordance with the overall requirements for the reform
in the delisting system. First, the indicators of the
delisting for the category of major violations are further

improved, and the quantitative criteria for judgment are
introduced. Second, the cross-application of the
indicators for the category of financial affairs and the
indicators for the category of audit opinions is also
implemented, with the delisting criteria tightened. Third,
the delisting arrangement period resulting from
triggering the indicators for the category of trading is
cancelled, with the time for delisting reduced; fourth, to
link up with the listing conditions, the delisting criteria for
red-chip listed companies are supplemented.

Question 3: The delisting indicators for the category of
financial affairs have been revised and changed
significantly. What are the main considerations for
replacing the single financial indicator with the combined
financial indicators?

Answers: Before the current reform, the original indicator
of net profit played an important role in the practice of
delisting. It is an important market direction for the listed
companies to generate returns for investors, and a
number of companies that were at a loss for a long time
have been cleared out of the market. With the concept
of the registration-based IPO system increasingly
recognized, profitability is no longer the only criterion for
measuring the value of a company, and the original
single indicator of net profit could not fully reflect a listed
company's capacity for sustainable operation. Based on
summarizing the practical experience, a combination of
financial indicators including the net profit and the
operating income is added in the current reform, so as
to identify the companies that continue to be at a loss
and record revenues of less than RMB 100 million
through multi-pronged demonstration, as well as more
accurately represent a listed company's capacity for
sustainable operation. In addition, it is confirmed that the
lower value of the net profits before and after deduction
of non-recurring gains and losses shall be adopted,
which has solved to some extent the long-standing
problem that the companies avoid delisting through
"external blood transfusion”, asset sales and other
earnings management means. After the reform, the
companies, which have no main business for a long time
and continue to protect their "shells" by relying on
government subsidies or selling assets, will face the risk
of having their stocks delisted; and the high-tech
companies that run their main businesses in a normal
manner but have not yet begun to make profits, or the
companies that are at a loss for the time being due to
industry cycles, will no longer face the risk of having their
stocks delisted. In fact, the combination of financial
indicators newly added in the current reform were
adopted in the pilot reform on the SSE STAR Market in
the earlier stage, and the current reform is actually
characterized by the replication and promotion of the
experience in the previous reform.

Question 4: After the current reform, for the companies
that are put under the delisting risk alert due to the
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indicators for the category of financial affairs, the
indicators for the category of financial affairs and the
indicators for the category of audit opinions will be cross-
applied in the following year. What are the main
considerations in this regard?

Answers: In the past practice of delisting, after a listed
company has had the delisting risk alert issued due to
two consecutive years of losses or negative net assets,
it may take advantage of the loopholes of rules through
various "financial tricks" in the next fiscal year to achieve
the "financial statement-targeted" profits. Even if in the
annual auditing the accounting firm issued an audit
report with disclaimer of opinion to a company due to the
aforementioned circumstances, the company's stocks
can still avoid the delisting. The situation has been
criticized in the market. In order to implement the
requirements for severely cracking down on malicious
evasion of delisting in the Opinions of the State Council
on Further Improving the Quality of Listed Companies,
in the current reform the delisting indicators for the sub-
category of audit opinions are included into the delisting
indicators for the category of financial affairs, and are
also cross-applies with other indicators for financial
affairs, so as to further intensify the implementation of
delisting. For example, if a listed company triggers the
combination of indicators including negative net assets,
net profit and operating income, or any of the indicators
for the sub-category of audit opinions in the first year, its
shares will be put under the delisting risk alert. In the
following year, if one in the combination of indicators
including negative net assets, net profit and operating
income is triggered again, or the qualified opinions,
disclaimer of opinion or adverse opinions are issued to
the annual report, the company's shares will have the
listing terminated directly, thus completely eliminating
the space for evasion.

Question 5: It is noticed that in the current reform the
rules for "face value-based delisting" that have been
widely discussed in the market recently have also been
optimized and adjusted, with the market value-based
delisting indicators newly added. Can you brief the
public on the specific reasons behind it?

Answers: In the past two years, a total of 6 SSE-listed
companies have been delisted as their stock prices were
continuously lower than the face value, which has been
widely recognized by all parties concerned in the market.
With the implementation of the reform of the registration-
based IPO system deepened, market valuations have
gradually become more reasonable, and the cases of
the face value-based delisting are on the rise, which is
the result of the investors' "voting with their feet" and an
important manifestation of the market playing a decisive
role and the continuous restoration of the market
ecosystem. From the perspective of practice, the
companies delisted earlier because of the face value
were all poorly performing ones or problem-plagued

ones widely known in the market to have bad
management, irregular governance or serious
violations, and there were also circumstances where
some companies blindly expanded the capital and saw
their operating fundamentals fall behind, resulting in lack
of investment value. Therefore, in the current market
environment, in order to ensure the fairness and
seriousness of the application of the rules, the exiting
indicator of stock price has been maintained in the
current reform. At the same time, considering the actual
situation of the companies' different settings for the face
value of stocks, in the current reform the "face value" in
the original delisting indicators has been clearly defined
as "RMB 1".

In order to further enrich the circumstances of delisting
in the category of trading and give full play to the function
of market-based delisting, the delisting circumstance
where "a listed company sees its total market
capitalization on the SSE according to the closing price
each day stand at less than RMB 300 million in 20
consecutive trading days" is newly added in the current
reform. Market value is the result of the full game of the
market. The companies with small and micro market
value tend to lack investment value and get trapped in
the trouble of speculation. According to the current
development of the capital market, clearing the
companies with extremely low market value out of the
market will facilitate the investors' rational choices, guide
the value investment and advance the realization of the
survival of the fittest in the market.

Question 6: In the current reform, the delisting indicator
of defects in information disclosure and regulated
operation is newly added. Can you give the public some
details?

Answers: Since this year, the Financial Stability and
Development Committee under the State Council has
reiterated the "zero tolerance" for the violations in the
capital market. The Opinions of the State Council on
Further Improving the Quality of Listed Companies once
again clarifies the requirement to impose tougher
punishments on the violations in information disclosure.
During the process of regulation, the SSE found that a
small number of listed companies had long violated laws
and rules with notorious records in information
disclosure or regulation operation. Although the severity
has not yet reached the level of major violations, the
companies refused to make corrections, even in the
situation of repeated urges, resulting in bad influences
in the market. If the situation continues, not only will the
interests of investors be harmed, but also the normal
operating order will be disrupted, which is not conducive
to the healthy development of the market. To this end, in
order to implement the spirit of the documents of the
central authorities, in the current reform a new delisting
indicator of "significant defects in information disclosure
or regulated operation” has been added. The specific
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circumstances are as follows: the stock exchange loses
the company's effective information sources; and the
company refuses to disclose important information that
should be disclosed, seriously disrupting the order of
information disclosure, and causing bad effects. If a
listed company has the abovementioned violations and
refuses to make corrections, it will be definitely cleared
out. Presumably, adding such delisting indicators will
enrich to a certain extent the exchange's "toolbox" for
regular supervision and enhance the deterrence of
regulation.

Question 7: In the current reform, what are the main
specific measures to strictly implement the delisting
system?

Answers: It is the consistent position and attitude of the
SSE to be active in assuming the main responsibility for
delisting affairs and be strict in implementing the
delisting system. This reform mainly involves the
following measures for strictly implementing the delisting
system: first, for the delisting in the category of major
violations, in order to fully respond to market concerns
and comprehensively consider the impact of major
violations on the investors, the companies, the market
and the public, the specific and executable quantitative
criteria have been newly added in the revision, in a bid
to clear the "black sheep" with serious financial frauds
out of the market; second, for the companies that are put
under the delisting risk alert due to indicators for the
category of financial affairs, the indicators for the
category of financial affairs and the indicators for the
category of audit opinions will be cross-applied in the
following year; and third, in the calculation for the
combination of indicators for the category of financial
affairs, stricter requirements have been made for
determining the operating income, as in calculating the
"operating income", the incomes that have nothing to do
with the main business and the incomes from the related
party transactions without commercial substance should
be deducted.

In addition, in order to further accurately reveal the risks
of the companies that have long been profitable through
the non-recurring gains and losses and other means but
weak in sustainable operation, the circumstances for the
application of other risk alerts have been appropriately
expanded, as the circumstances for the application of
other risk alerts have been newly added, namely, "the
lower one of the net profits before and after deducting
the non-recurring gains and losses is negative in the
most recent three fiscal years, and the audit report in the
financial accounting report for the most recent fiscal year
shows that there are uncertainties in the company's
capacity for sustainable operation” and "in the most
recent fiscal year the internal control has the audit report
with the adverse opinion or disclaimer of opinion issued,
or the audit report on internal control is not disclosed as
required”.

Question 8: When will the revised rules for delisting be
officially implemented? Can you brief the public on how
to deal with the linkage between the old and new rules?

Answers: In the current reform, the SSE has fully
considered the objective necessity of a smooth transition
in the market, and in accordance with the principle of
"treating existing and newly added companies differently
without retroactivity", certain buffer periods are given to
the market for the connection of new and old rules. The
specific arrangements are as follows:

1. If the Ilisting was suspended before the
implementation of the new rules, the old rules shall be
applied subsequently in determining whether the listing
should be resumed or terminated, and the old rules shall
be applied in implementing the follow-up procedures
such as the delisting arrangement period.

2. If the listing was not suspended before the new rules
come into effect, the rules shall be applied for the
delisting indicators in the category of financial affairs
with the 2020 annual report as the first year for
calculation; for the indicator of "fraud amount + fraud
proportion” in the compulsory delisting for major
violations in information disclosure added in the new
rules, the rules shall be applied with 2020 as the first
year for calculation. According to the abovementioned
arrangements, 2020 is the first applicable year for the
delisting indicators in the category of financial affairs.
The companies that see their 2020 annual reports
trigger the indicators in the new rules will be put under
the delisting risk alert; if the 2021 annual report still
triggers the relevant indicators, the listing will be
terminated.

3. For the companies put under the delisting risk alert
because of triggering the indicators for the category of
financial affairs before the implementation of the new
rules, and the companies put under other risk alerts, the
delisting risk alert or other risk alerts shall be
implemented continuously before the company
discloses the 2020 annual report, and after the
disclosure of the 2020 annual report, the SSE will
determine whether to implement the delisting risk alert
or other risk alerts in accordance with the new rules; if
the criteria for listing suspension are met according to
the old rules but those for the delisting risk alert are not
triggered according to the new rules, the other risk alerts
will be imposed on the shares, with the new rules to be
enforced after the disclosure of the 2021 annual report,
and if the circumstances of other risk alerts under the
new rules are not triggered, the other risk alerts will be
revoked.

4. The newly added indicators for the market value-
based delisting will be implemented 6 months after the
promulgation of the new rules; for other indicators for
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compulsory delisting in the category of trading, in
counting the number of the days when the company
continuously triggers the indicators, the number of the
days of triggering the indicators before and after the
implementation of the new rules shall be counted
continuously.

5. For the companies that received the CSRC's prior
notice of administrative penalty or administrative penalty
decision before the implementation of the new rules, and
may trigger the circumstances of compulsory delisting
for major violations according to the old rules, the old
rules shall apply to the company's matters of compulsory
delisting for major violations.

If a company receives the CSRC's prior notice of
administrative penalty after the implementation of the
new rules and may trigger the circumstances of
compulsory delisting for major violations, and the facts
identified in the follow-up administrative penalty decision
cause the company's financial indicators for any
consecutive years from 2015 to 2020 to actually trigger
the circumstances of compulsory delisting for major
violations according to the old rules, the exchange will
impose the compulsory delisting for major violations on
its shares; and if the facts cause the company's financial
indicators for any consecutive years in 2020 and the
following years to actually trigger the circumstances of
compulsory delisting for major violations according to
the new rules, the exchange will impose the compulsory
delisting for major violations on its shares. For example,
according to the facts identified in the administrative
penalty decision, a company records negative net
assets continuously in 2019 and 2020, which triggers the
circumstance of delisting where the net assets are
negative for two consecutive years according to the new
rules, but as the application of the new rules starts in
2020, the circumstance will not result in the compulsory
delisting for major violations.

6. In judging whether a company has triggered the
circumstances of other risk alerts stipulated by the new
rules, 2020 shall be the most recent fiscal year, and the
years from 2018 to 2020 shall be the most recent three
consecutive fiscal years.

Question 9: In the current reform of the delisting system,
what changes have been made to the supporting
business rules?

Answers: In the revision of the delisting rules, the SSE
has further implemented the relevant requirements for
overhauling the business rules, and "slimmed" the
existing system of delisting rules. After the revision, the
system of delisting rules on the main board was
simplified from the structure of "1 + 4" to that of "1 + 2",
that is, one set of Rules for Stock Listing plus 2 sets of
supporting  business rules (the Measures for
Administration of Stock Trading on the Risk Alert Board

and the Implementation Measures for the Re-listing of
Delisted Companies). The SSE STAR Market has had
relevant content incorporated into the Rules for Stock
Listing on the SSE STAR Market, and the revised
delisting system is mainly found in the Rules for Stock
Listing on the SSE STAR Market.

In the meantime, the amendments to the supporting
rules mainly cover the content in the following 3 aspects:
First, the exceptions for the application of the rules for
daily stock trading limit on the risk alert board are
clarified. Considering that the companies under the risk
alert, like normal listed companies, also have objective
and reasonable needs such as buyback and major
shareholders increasing their shareholdings in
accordance with the law, the current revision stipulates
that "the listed companies that implement the buyback
or see the shareholders holding more than 5% of the
shares increase their shareholdings according to the
disclosed plans for increasing holdings" are not subject
to the special circumstance of purchase limit of 500,000
shares. Second, the rules of no price limit for the stocks
on the first day of trading during the delisting
arrangement period are newly added. The stocks of the
companies to be delisted tend to see the prices fluctuate
sharply after entering the trading for delisting
arrangement. Lifting the first-day price limit will improve
the pricing efficiency, promote the full game of the
market, and facilitate the investors' efforts to exit in a
timely manner. Third, the SSE has implemented the
amendments in the new Securities Law regarding the
IPO conditions, and simultaneously revised the
requirements for relisting application, that is, the original
provision that "the company, and the directors,
supervisors and senior management personnel have no
major violations in the past three years, and there is no
false record in the financial accounting report” is revised
to "the company and its controlling shareholder and
actual controller have not committed the criminal
offences of corruption, bribery, embezzlement of
property, misappropriation of property or disrupting the
order of the socialist market economy in the past three
years."

Question 10: What arrangements does the SSE have for
the follow-up implementation of the current reform in the
delisting system?

Answers: In the follow-up implementation, the SSE wiill,
according to the unified deployment of the CSRC,
extensively listen to the opinions in the market through
multiple means. After the solicitation of opinions, the
SSE will promptly complete the revision and
improvement of the Rules for Stock Listing, the Rules for
Stock Listing on the SSE STAR Market and related
supporting business rules based on the results of the
solicitation of comments, and formally release and
implement the rules with the approval of the CSRC.
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The SSE will be active in assuming the main
responsibility for delisting and strict in supervising the
delisting, resolutely implement the requirements in the
delisting system, adhere to the principle of eliminating all
those that should exit, determine to clear out the
companies that meet the delisting conditions, especially
those having major violations or seriously disrupting the
market order, accelerate the formation of a market
ecosystem characterized by survival of the fittest,
advance the improvement of the quality of listed
companies, and better support the high-quality
development of the national economy.
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Questions & Answers on Joint Regulatory Interview
of Ant Group Co., Ltd. Given by Pan Gongsheng,
Deputy Governor of the People's Bank of China

On December 26, 2020, Ant Group Co., Ltd. (Ant Group)
was summoned to a joint regulatory interview by the
relevant regulators, People’s Bank of China (PBOC), the
China Banking and Insurance Regulatory Commission
(CBIRC), the China Securities Regulatory Commission
(CSRC) and the State Administration of Foreign
Exchange (SAFE). Pan Gongsheng, deputy governor of
the PBOC, answered reporters’ questions on the joint
regulatory interview on behalf of the four departments
mentioned above.

Question 1: What's the background of the joint
regulatory interview?

Answers: The CPC Central Committee attaches great
importance to the standardized and healthy
development of fintech and platform enterprises.
Recently, a series of important deployments have been
made at the Political Bureau of the Central Committee
and the Central Economic Working Conference on
strengthening anti-monopoly and preventing disorderly
expansion of capital, which put forward specific
requirements for the financial administration work.
Financial regulators shall take this as a fundamental
principle to regulate financial market players in
accordance with laws and regulations, severely punish
illegalities and irregularities, strengthen restraints on
unordered expansion of capital, and maintain fair
competition and financial market order.

Since its establishment, Ant Group has played an
innovative role in developing fintech and improving the
efficiency and inclusiveness of financial services. As an
enterprise with significant influence in the fields of
fintech and platform economy, the Ant Group must
consciously abide by the laws and regulations of the
state, integrating its development into the overall
situation of national development and earnestly
assuming its social responsibilities. The main purpose of
the joint regulatory interview with the Ant Group by the
financial regulators is to urge and guide the Ant Group
to deeply implement the relevant spirits of the Central
Committee of the Communist Party of China and the
State Council. Follow the principle of marketization and
rule of law to implement the requirements for financial
regulation, fair competition and protection of consumers'
legitimate rights and interests, and then further regulate
the operation and development of financial business.

Question 2: What is the main content of the joint
regulatory interview?

Answers: In accordance with the relevant laws and
regulations of finance, the financial regulators pointed
out the main problems in Ant Group's operations, such
as imperfect internal governance system, indifferent
legal awareness, defiance of compliance requirements
and illegal regulatory arbitrage behavior. Moreover, the
Ant Group takes advantage of its market dominance to
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exclude business operators in the same industry,
damages the legitimate rights and interests of
consumers, and leads to consumer complaints.

The financial regulators have put forward several
requirements for the rectification of the key business
areas of Ant Group. First, return to the origin of payment,
enhance transaction transparency, and strictly prohibit
unfair competition. Second, it shall operate personal
credit reporting business with licenses and in
compliance with laws and regulations and protect the
privacy of personal data. Third, establish financial
holding companies in accordance with the laws and
regulations, strictly implementing regulatory
requirements to ensure sufficient capital and compliance
with connected transactions. Fourth, improve corporate
governance, strictly rectifying illegal financial activities
such as illegal credit, insurance and wealth
management in accordance with the requirements of
prudential supervision. Fifth, carry out securities and
fund business in accordance with laws and regulations,
strengthening the governance of securities institutions
and carrying out asset securitization business in
accordance with laws and regulations.

The Ant Group must be fully aware of the seriousness
and necessity of the rectification and make the
rectification plan and the implementation schedule as
soon as possible. At the same time, it shall strengthen
risk management and control to maintain the business
continuity and normal operation and ensure the quality
of financial services provided to the public.

The financial regulators will maintain close
communication with Ant Group and fully listen to its
opinions and suggestions.

Question 3: What is the policy orientation of financial
regulators to conduct fintech regulation?

Answers: Financial regulators will, as always,
encourage and support fintech companies to carry out
innovation on the premise of serving the real economy
and complying with prudential regulation, and promote
fintech to become an important force in boosting the
domestic and international double cycles. The fintech
companies shall stick to the origin of serving the real
economy and the masses and establish a sense of
compliance in strict compliance with financial regulatory
requirements. Moreover, they must establish a sense of
resolutely safeguarding fair competition in the market,
with consumer rights protection as the core.

The policy orientation of regulation in the future will
follow the following principles. First, the financial
regulators will resolutely break monopoly, correct and
punish acts of unfair competition, and maintain the
market order with fair competition. Second, they insist
that all financial activities shall be subject to regulation

in accordance with laws and regulations, that financial
business shall be operated under license, and that there
shall be zero tolerance for various illegalities and
irregularities. The third is to adhere to the "two
perseverance", protect property rights in accordance
with laws and regulations, advocate entrepreneurship,
stimulate the vitality of market players and social
creativity, and enhance the global core competitiveness
of fintech companies.

Fintech and Internet platform companies are new, and
they are rapidly innovating and evolving, with many new
features. Financial regulators will continue to strengthen
international regulatory exchanges and cooperation,
and jointly promote fintech innovation and the healthy
development of the financial system.
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Information in this update is for general reference only
and should not be relied on as legal advice.

AERABRASFER TR X ZAERI

61



