J M L

Jeffrey Mak Law Firm
X ERINSESA

www.jmaklegal.com

U.S. Securities and Exchange Commission’s Latest
Response to the Unprecedented Surge in the Use of
Special Purpose Acquisition Companies (SPACs) to
List on the U.S. Securities Markets

On April 8, 2021, the U.S. Securities and Exchange
Commission (SEC) issued a public statement
illustrating, among others, the liability risks under U.S.
securities laws regarding SPACs and initial public
offerings (IPOs).

The U.S. securities markets have seen an
unprecedented surge in the use of SPACs over the past
few months. In 2020, there were 248 cases of listings by
SPACs in the U.S. securities markets, raising more than
US$83 billion, representing more than 5 times the
US$13.6 billion raised by SPACs in 2019, and nearly
half of the total amount raised by U.S. IPOs in 2020. In
2021 so far, the fundraising activities via SPACs have
continuously been surging. Towards the end of the first
quarter of 2021, there were already more than 200 listing
applications of SPACs and the funds raised have
exceeded US$60 billion. Along with this surge, concerns
over risks related to the fee structures, conflicts issues,
sponsors’ compensation, celebrity sponsorship, the
potential for retail participation drawn by baseless hype,
and the sheer amount of capital pouring into the SPACs
have arisen and investors need to be particularly
cautious when investing in SPACs.

The SPAC Theory

The basics of a typical SPAC are complex. Put simply,
a SPAC is a shell company with no business or
commercial operations that is formed strictly to raise
capital through an IPO for the purpose of acquiring an
existing company. Similar to backdoor listing, it is in fact
the funds looking for projects to invest and businesses
to acquire, rather than operating companies aiming to
raise funds.

A SPAC proceeds in two stages. In the first stage, it
registers the offer and sale of redeemable securities for
cash through a conventional underwriting, sells them
primarily to hedge funds and other institutions, and
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places the proceeds in a trust for a future acquisition of
a private operating company.

Initial investors also commonly obtain warrants to buy
additional stock at a fixed price, and sponsors of the
SPAC obtain a “promote” — greater equity than their
cash contribution or commitment would otherwise imply
— as their promote is at risk. If the SPAC fails to find and
acquire a target within a period of two years, the promote
is forfeited and the SPAC liquidates. About ten percent
of SPACs have liquidated between 2009 and now.

A SPAC is usually led and established by renowned
investors, hedge funds and mutual funds, such that the
founders and management team are particularly
important. SPACs have over 20 years of history in the
United States. Famous fast-food shop Burger King and
vehicle manufacturer Nikola have been listed by SPACs.

“De-SPAC” Transaction

In the second stage, SPACs complete a business
combination transaction, in which the SPAC, the target
(i.e., the private company to be acquired), or a new shell
“holdco” issues equity to target owners, and sometimes
to other investors. SPAC shareholders typically have a
vote on the so-called “de-SPAC” transaction, and many
investors who purchased securities in the first stage
SPAC either sell on the secondary market or have their
shares redeemed before or shortly after the de-SPAC.
After the de-SPAC, the entity carries on its operations as
a public company. In this way, SPACs offer private
companies an alternative pathway to “go public” and
obtain a stock exchange listing, a broader shareholder
base, status as a public company with U.S. Securities
Exchange Act registered securities, and a liquid market
for its shares.

Legal Liabilities Attaching to Disclosures in “De-SPAC”
Transaction

Some have claimed that an advantage of SPACs over
traditional IPOs is lesser securities law liability exposure
for targets and the public company itself because the
safe harbor for forward-looking statements under the
U.S. Private Securities Litigation Reform Act (PSLRA)
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applies in the context of de-SPAC transactions but not
in conventional IPOs. As a result, in a de-SPAC
transaction, projections and other valuation material
which are not commonly found in conventional IPO
prospectuses may be found.

However, such claim about reduced liability exposure for
SPAC participants is overstated, and potentially
misleading. Specifically, any material misstatement in or
omission from an effective U.S. Securities Act
registration statement as part of a de-SPAC business
combination is subject to the U.S. Securities Act Section
11. Any material misstatement or omission in connection
with a proxy solicitation is also subject to liability under
the U.S. Exchange Act Section 14(a) and Rule 14a-9,
under which courts and the SEC have generally applied
a “negligence” standard. Any material misstatement or
omission in connection with a tender offer is subject to
liability under Exchange Act Section 14(e). De-SPAC
transactions also may give rise to liability under the U.S.
state law. Given this legal landscape, it should be noted
that a de-SPAC transaction gives no one a free pass for
material misstatements or omissions.

Regarding the PSLRA, Mr. John Coates, the Acting
Director of Division of Corporation Finance of the SEC
has pointed out that the safe harbor only applies in
private litigation, and does not prevent the SEC from
taking appropriate action to enforce the federal
securities laws. Even if the safe harbor clearly applies,
its procedural and substantive provisions do not protect
against false or misleading statements made with actual
knowledge that the statement was false or misleading.
A company in possession of multiple sets of projections
that are based on reasonable assumptions, reflecting
different scenarios of how the company’s future may
unfold, would be on shaky ground if it only disclosed
favorable projections and omitted disclosure of equally
reliable but unfavorable projections, regardless of the
liability framework later used by courts to assess the
disclosures. The safe harbor is also not available if the
statements in question are not forward-looking.
Statements about current valuation or operations have
been viewed as outside the safe harbor by some courts,
even if they are derived from or linked to forward-looking
projections or statements. Nor is the safe harbor
available unless forward-looking statements are
accompanied by “meaningful cautionary statements”
identifying important factors that could cause actual
results to differ materially from those in the forward-
looking statements.

The PSLRA specifically excludes from the safe harbor
statements made in connection with specified types of
securities offerings. Three of those exclusions are of
note: those made in connection with an offering of
securities by a blank check company, those made by a
penny stock issuer, and those made in connection with
an IPO. IPO here may include de-SPAC transactions.

An “IPO” is generally understood to be the initial offering
of a company’s securities to the public, and the SPAC
shell company initially offers redeemable equity
securities to the public when it first registers to raise
funds in order to look for and later acquire a target.
Looking through the legislative intent of the PSLRA, the
PSLRA safe harbor should not be available for any
unknown private company introducing itself to the public
markets.

Going Forward

First, and most directly, all involved in promoting,
advising, processing, and investing in SPACs should
understand the limits on any alleged liability difference
between SPACs and conventional IPOs — any such
asserted difference should be seen uncertain. the
information material to the investment opportunities a
de-SPAC represents should already be provided to the
public, regardless of how the liability analyses ultimately
play out. There should be no difference in the standard
of information disclosure of de-SPAC and conventional
IPOs without clear and compelling reasons.

Second, there may be advantages to providing greater
clarity on the scope of the safe harbor in the PSLRA. It
would be time for the U.S. Congress to revisit these
issues. Applicable definitions could be added, or the
staff could provide guidance explaining its views on how
or if at all the PSLRA safe harbor should apply to de-
SPACs.

Remarks

In every securities transaction, information should be
cost-effective  and reliable, and not materially
misleading. Investors should have access to the
information that allowed them to analyze and make
informed decision. Forward-looking information should
also be used carefully. It is a double-edge sword: while
it would be considered useful and relevant for investors
to make decisions, it is also untested, speculative, may
be misleading or even fraudulent. Private companies
that combine with SPACs to enter the public markets
have no more of a track record of publicly-disclosed
historical information than private companies that are
going through a conventional IPO. Risks of misuse of
such information should be more carefully evaluated.

SPACs are still not introduced to Hong Kong yet.
However, the Financial Secretary of Hong Kong, Mr.
Paul Chan Mo-po has requested the Hong Kong
Exchanges and Clearing Limited (HKEX) and regulators
to study the feasibility of allowing SPACSs to raise capital
in Hong Kong and consider methods to increase
fundraising channels. HKEX has responded that it will
make reference to successful cases abroad but will
make modifications to cope with the Hong Kong system.
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The amended and systematized reverse takeover rules
relating to backdoor listing to tighten the requirements
and the continued listing criteria in 2019 by HKEX
seemed to have made the introduction of SPACs into
Hong Kong more difficult. Nevertheless, the key to such
changes is only to avoid shell activities which invite
speculative trading, market manipulation and insider
trading that could undermine investors’ confidence in the
market. Even in the U.S. securities markets, quantitative
and qualitative initial listing standards upon
consummation of the business combination of a SPAC
must still be satisfied, such that sufficient public float,
investor base, corporate governance and business
operations are assured to be in place. Therefore, the
“shell state” of SPAC at the initial stage should in
principle not have led to obstacles to introducing SPAC
into Hong Kong if relevant standards and safeguards for
investor protection are maintained.

Recently, The Stock Exchange of Hong Kong Limited
has published a consultation paper seeking public
feedback on proposals to enhance and streamline the
listing regime for overseas issuers. It could be seen that
Hong Kong is endeavoring to develop into a listing and
capital raising hub for global and regional companies,
attracting global investments seeking exposure to Asia
Pacific companies and Mainland investors seeking
international exposure. In the current environment of
prolonged low interest rates, SPAC could be one of the
key objects that HKEX would want to explore in order to
enhance its competitiveness and to achieve its goals.
Yet, HKEX should carefully evaluate and consider
issues bolstering investor protection, and take lessons
from appropriate cases to plug the loopholes that often
arise from unclear definitions or provisions in the rules.
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https://www.hkex.com.hk/-/media/HKEX-
Market/News/Market-Consultations/2016-Present/March-
2021-Listing-Regime/Consultation-Paper/cp202103.pdf

The Stock Exchange of Hong Kong Limited
Implements Disciplinary Action Against My Heart
Bodibra Group Limited (Stock Code: 8297) and Two
Directors

The Stock Exchange of Hong Kong Limited (the
Exchange) issued on April 7, 2021 the statement of

4



J M L

disciplinary action against My Heart Bodibra Group
Limited (Stock Code: 8297) (Company) and its 2
directors.

Sanctions and Directions

The GEM Listing Committee of the Exchange (GEM
Listing Committee)

CENSURES:

(1) My Heart Bodibra Group Limited (Stock Code:
8297);

(2) Mr. Chan Lin So Alan (Mr. Chan), former executive
director (ED) and chairman of the Company;

(3) Mr. Yiu Koon Pong (Mr. Yiu), former ED and chief
executive officer of the Company;

AND STATES in the Exchange’s opinion, by reason of
Mr. Chan and Mr. Yiu's persistent failure to discharge
their responsibilities under the Rules Governing the
Listing of Securities on GEM of The Stock Exchange of
Hong Kong Limited (GEM Listing Rules), had they
remained in office, their retention of office would have
been prejudicial to the interests of investors.

Summary of Facts

Directors’ Loans

The Company was listed on GEM on July 13, 2017. Prior
to, and continuing after, the listing, the Company granted
unwritten, unsecured, interest free and repayable on
demand loans to Mr. Chan and Mr. Yiu. For the two-
month period after listing, the Company had granted six
loans to each of Mr. Chan and Mr. Yiu in an aggregate
amount of HK$10.123 million (Directors’ Loans). As at
September 30, 2017, a total of HK$9.990 million
remained outstanding. The loans plus interest
(subsequently charged) were fully repaid by November
9, 2017. Mr. Chan and Mr. Yiu gave instructions to the
finance department of the Company to draw cheques or
make bank transfers to themselves or third parties as
they directed. The board of directors of the Company
(Board) did not approve the Directors’ Loans. They failed
to follow the internal procedures of the Company for
payment approval and for the carrying out of
discloseable and connected transactions. Details of the
Directors’ Loans were not announced by the Company
until April 20, 2018 (nine months after the first drawdown
following listing).

Employment Contracts

On September 29, 2017, Mr. Yiu, on behalf of the
Company’s subsidiary, My Heart Lingerie Limited,
entered into seven employment contracts with seven
individuals (collectively, Employment Contracts). Three
of the Employment Contracts were entered into with

persons connected with Mr. Yiu, one of whom being his
wife and the other two relatives of his wife. The
Employment Contracts were entered into without the
knowledge and approval of the Board at the time. Details
and pertinent terms of the Employment Contracts were
also not announced by the Company until April 20, 2018.

GEM Listing Rule Requirements

Rule 19.34 provides that a listed issuer must inform the
Exchange and publish an announcement as soon as
possible after the terms of a discloseable transaction
have been finalized.

Rules 20.32, 20.33, 20.34, 20.37 and 20.44 in relation to
connected transactions require a listed issuer to (1)
enter into a written agreement, (2) announce the
transaction, (3) seek shareholders’ approval, (4) set up
an independent board committee and appoint an
independent financial adviser, and (5) issue a circular to
its shareholders.

Rule 6A.23 requires a listed issuer during the Fixed
Period (as defined in the Rules) to consult its compliance
adviser in certain circumstances including where a
notifiable or connected transaction is contemplated.

Rule 5.01 provides that the Exchange expects directors,
both collectively and individually, to fulfil fiduciary duties
and duties of skill, care and diligence to a standard at
least commensurate with the standard established by
Hong Kong law. These duties include a duty to (1) act
for a proper purpose (Rule 5.01(2)); (2) avoid actual and
potential conflicts of interest and duty (Rule 5.01(4)); (3)
disclose fully and fairly his/her interest in contracts with
the issuer (Rule 5.01(5)); and (4) apply such degree of
skill, care and diligence as may reasonably be expected
of a person of his/her knowledge and experience and
holding his/her office within the issuer (Rule 5.01(6)).

A director of a listed issuer is also under an obligation,
pursuant to the Declarations and Undertakings with
regard to Directors given to the Exchange in the form set
out in Form A of Appendix 6 to the GEM Listing Rules
(Undertaking), to comply to the best of his/her ability with
the GEM Listing Rules and to use his/her best
endeavors to procure the issuer’s compliance with the
GEM Listing Rules.

GEM Listing Committee’s Findings of Breach

The GEM Listing Committee found as follows:

(1) The Company, as admitted, breached Rules 19.34,
20.32, 20.33, 20.34, 20.37 and 20.44 in respect of
the Directors’ Loans.

(2) The Company subsequently engaged an external
consultant to review its internal control systems and
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procedures, and has since implemented the
recommendations made by the external consultant.

(3) Mr. Chan and Mr. Yiu breached (i) Rules 5.01(2), (4),

(5) and (6); and (ii) their Undertakings.

(4) Mr. Chan was the compliance officer of the
Company appointed under Rule 5.19 and was
required, as a minimum, to advise and assist the
Board in implementing procedures to ensure the
Company complied with the Rules. Mr. Chan
admitted that “that as a newly listed company, [his]
awareness and sensitivity towards the GEM Listing
Rules may not be sufficient” and that “there was a
lack of sensitivity on [his] part in relation [to] the
compliance issues relating to the [Directors’] Loans”.
In view of this, Mr. Chan also breached Rule 5.20.

Conclusion

The GEM Listing Committee decided to impose the
sanctions set out in the Statement of Disciplinary Action.

For the avoidance of doubt, the Exchange confirms that
the above sanctions apply only to the Company, Mr.

Chan and Mr. Yiu, and not to any other past or present
members of the board of directors of the Company.
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The Stock Exchange of Hong Kong Limited
Implements Disciplinary Action Against China
Tangshang Holdings Limited (Stock Code: 674) and
its Executive Directors

The Stock Exchange of Hong Kong Limited (the
Exchange) issued on April 14, 2021 the statement of
disciplinary action against China Tangshang Holdings
Limited (Stock Code: 674) (Company) and its two
executive directors.

Sanctions and Directions

The Listing Committee of the Exchange (Listing
Committee)

CENSURES:

(1) China Tangshang Holdings Limited (Stock Code:
674);

(2) Mr. Zhou Hou Jie, executive director of the
Company (Mr. Zhou);

CRITICISES:

(3) Mr. Chen Wei Wu, executive director and Chairman
of the Company (Mr. Chen);

AND FURTHER DIRECTS:

Areview of the Company’s internal controls for procuring
compliance with Chapters 13 and 14 of the Rules
Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (Listing Rules); and

21 hours of training, for Mr. Zhou and Mr. Chen, on
regulatory and legal topics including Listing Rule
compliance.

Summary of Facts

On September 3, 2019, the Company’s indirect non-
wholly owned subsidiary (Guarantor), provided a
guarantee for the repayment obligation of up to RMB100
million plus related charges of an independent third party
under a loan facility (Guarantee). The Guarantee was
provided by the Guarantor’'s management without notice
to the board of the Company at the material time.

The provision of the Guarantee constituted a major
transaction and an advance to an entity (which
exceeded 8 per cent of the assets ratio) by the
Company. The Company did not comply with the
procedural requirements under the Listing Rules. This is
the third time the Company has breached the Listing
Rules in respect of guarantees entered into by the
Guarantor. On the previous occasions, the Company
received letters from the Exchange, warning that if the
Company breaches the Listing Rules again, disciplinary
action may be taken against it.

Mr. Zhou and Mr. Chen failed to implement effective
internal controls for ensuring the Company’s compliance
with the Listing Rules in respect of the Guarantor’s
transactions. They also failed to take timely steps to
appoint a replacement for an employee (Responsible
Person), who was appointed to a committee established
by the Company (Regulation Committee) and delegated
with the responsibility of liaison with the Guarantor to
ensure the Company’s Listing Rule compliance in
respect of the Guarantor’s transactions. In particular, Mr.
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Zhou, as a member of the Regulation Committee, failed
to fulfil such duty or ensure the Regulation Committee
was performing its delegated functions at the material
time.

The Company, Mr. Zhou and Mr. Chen admitted their
respective breaches and accepted the sanctions and
directions imposed upon them by the Listing Committee
as set out below.

Listing Rule Requirements

Listing Rules 13.13 and 13.15 require the Company to
announce details of an advance to an entity as soon as
reasonably practicable, where the relevant advance
exceeds 8 per cent under the assets ratio as defined
under the Listing Rules.

Listing Rules 14.34 and 14.40 require the Company to
publish an announcement as soon as possible after the
terms of a major transaction have been finalized, and to
seek its shareholders’ approval for any major
transaction.

Listing Rule 3.08 provides that directors, both
collectively and individually, are expected to fulfil duties
of skill, care and diligence to a standard at least
commensurate with the standard established by Hong
Kong law. Specifically, under Listing Rule 3.08(f),
directors have a duty to “apply such degree of skill, care
and diligence as may reasonably be expected of a
person of his knowledge and experience and holding his
office within the issuer”.

Pursuant to the Director's Undertaking, each director is
required to comply to the best of his ability, and to use
his best endeavors to procure the Company’s
compliance, with the Listing Rules.

Listing Committee’s Findings of Breach

The Listing Committee found as follows:

(1) The Company breached Listing Rules 13.13, 13.15,
14.34 and 14.40.

(2) Mr. Zhou and Mr. Chen breached (a) Listing Rule
3.08(f); and (b) their Director's Undertakings to
comply with the Listing Rules to the best of their
abilities, and use their best endeavors to procure the
Company’s compliance with the Listing Rules:

(i) They, together with other directors of the
Company, were collectively responsible for the
Company’s management and operations. They
failed to take timely steps to appoint a
replacement for the Responsible Person, which
partly contributed to the Company’s breaches.

(i) Mr. Zhou, as a member of the Regulation
Committee, failed to fulfil his duty or ensure the
Regulation Committee was performing its
delegated functions.

(i) They failed to implement effective internal
controls for ensuring the Company's
compliance with the Listing Rules in respect of
the Guarantor’s transactions.

Conclusion

The Listing Committee decided to impose the sanctions
and directions set out in the Statement of Disciplinary
Action.

For the avoidance of doubt, the Exchange confirms that
the above sanctions and directions apply only to the
Company, Mr. Zhou and Mr. Chen, and not to any other
past or present members of the board of directors of the
Company.
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Hong Kong Securities and Futures Commission
Reprimands and Fines Black Marble Securities
Limited HK$1.8 Million for Internal Control Failings
and Regulatory Breaches

On March 31, 2021, the Securities and Futures
Commission of Hong Kong (SFC) announced that it has
reprimanded and fined Black Marble Securities Limited
(Black Marble Securities) HK$1.8 million for internal
control failings and breaches of the SFC’'s Code of
Conduct for Persons Licensed by or Registered with the
SFC. Black Marble Securities is currently licensed under
the Securities and Futures Ordinance to carry on Type
1 (dealing in securities) regulated activity.

The disciplinary action follows an SFC investigation after
receiving Black Marble Securities’ report of a client
complaint against one of its licensed representatives for
allegedly conducting unauthorized trading activities in
the client’s account from August 2016 to July 2017.

The SFC's investigation found deficiencies in the

internal controls of Black Marble Securities, including:

e inadequate internal controls for monitoring trading
activities in client accounts;
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e no procedures to characterize and identify client
accounts without derivatives knowledge, nor were
further enquiries made with the client to ensure he
understood the risks associated with exchange-
traded derivatives notwithstanding his lack of
derivatives knowledge and the sudden increase of
warrant trades in his account;

e no procedures to ensure that its compliance manual
and other internal policies and procedures were
adequately and properly communicated to all staff
members; and

e no written policy on employee dealings particularly
specifying the conditions under which employees
may deal for their own accounts nor requiring
employees to identify all related accounts and
reporting them to the senior management.

In deciding the sanction, the SFC took into account all
relevant circumstances, including the duration of Black
Marble Securities’ failures and its otherwise clean
disciplinary record.
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Hong Kong Eastern Magistrates’ Court Issues Arrest
Warrant for alleged Social Media Ramp-and-Dump
Manipulator

On April 1, 2021, the Eastern Magistrates’ Court of Hong
Kong issued a warrant to arrest Ms. Zeng Lingxi (Zeng)
after she failed to appear in Court to answer two charges
of obstructing the Securities and Futures Commission of
Hong Kong 's (SFC) search operation in May 2020.

The SFC's search operation related to an investigation
of a suspected social media ramp-and-dump scam
involving manipulation of the shares of a Hong Kong-
listed company. A social media ramp-and-dump scam is
a form of stock market manipulation where fraudsters
use different means to “ramp” up the share price of a
listed company and then induce investors via social
media platforms to purchase the shares they “dump” at
an artificially high price.

Zeng, an alleged member of a syndicate suspected of
operating social media ramp-and-dump scams, is
summoned for obstructing employees of the SFC in the
execution of a search warrant and in exercising the
powers under the Securities and Futures Ordinance
during the search operation.

The Court was being told that Zeng had not returned to
Hong Kong since her departure on November 15, 2020.

The Court also ordered that Zeng's cash bail of
HK$100,000 be forfeited.
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Hong Kong Market Misconduct Tribunal Sanctions
Two Former Executives for Insider Dealing in Asia
Telemedia Limited Shares

On April 7, 2021, the Market Misconduct Tribunal of
Hong Kong (MMT) has sanctioned two former
executives of Asia Telemedia Limited (ATML) (now
known as Yunfeng Financial Group Limited) — Mr.
Charles Yiu Hoi Ying (You) and Ms. Marian Wong Nam
(Wong) — following legal proceedings brought by the
Securities and Futures Commissions of Hong Kong
(SFC). The MMT was heard before the MMT Chairman,
Mr. Michael Hartmann, GBS, and two lay members, Dr.
Chu Keung Wah and Mr. Chan Sai Hung.

The MMT'’s orders came after the Court of Final Appeal
of Hong Kong (CFA) allowed an appeal brought by the
SFC which argued that the defence under section 271(3)
of the Securities and Futures Ordinance (SFO) should
not be applicable to Yiu and Wong and found them
culpable of insider dealing in the shares of ATML.
Section 271(3) of the SFO provides that a person should
be acquitted if he did not have a purpose of making profit
by using inside information.

The MMT made the following orders after the CFA
remitted the matter to the tribunal to deal with sanctions:

Yiu and Wong be banned from dealing in securities in

Hong Kong for three years, effective from 15 April 2021;

e Yiu be disqualified from being a director or being
involved in the management of a listed company for
three years, effective from April 15, 2021 (under
section 257(1)(a) of the SFO, an order prohibiting a
person to take part in the management of a listed
company without the leave of the Court of First
Instance);

e Yiu not to engage in insider dealing and Wong not
to engage in any conduct which constitutes market
misconduct again (under section 257(1)(b) of SFO,
an order has the effect of prohibiting a person who
is the subject of the order from any dealings, directly

or indirectly, in the Hong Kong financial market for
the length of the order);

e the losses of HK$3,123,329.02 and HK
$1,076,937.97 avoided by Yiu and Wong,
respectively, in their insider dealing of ATML shares
be disgorged (under section 257(1)(c) of the SFO,
an order to prohibit a person who is the subject of
the order not to engage in any form of market
misconduct in the future);

e Yiu and Wong to pay the SFC’s investigation and
legal costs, as well as the costs of the MMT
proceedings (under section 257(1)(d) of the SFO, an
order that the person shall pay to the Government
an amount of any profit gained or loss avoided by
the person as a result of the market misconduct in
question); and

e the MMT report be referred to the Hong Kong
Institute of Chartered Secretaries with a
recommendation to take disciplinary action against
Wong (under sections 257(1)(e) and (f) of the SFO,
orders that a person shall pay costs incurred by the
Government and the SFC).

The MMT also awarded Mr. Lu Ruifeng (Lu), former
chairman and executive director of ATML, and Ms.
Cecilia Ho King Lin, former assistant company secretary
of ATML, with legal costs for reasons that they were not
identified as persons who had engaged in market
misconduct in the same legal proceedings brought by
the SFC against Yiu and Wong. Lu was not identified as
a person who had engaged in market misconduct
because he was not given a reasonable opportunity to
be heard pursuant to section 252(6) of the SFO.

The legal proceedings in the Court of First Instance
under section 213 of the SFO against Lu for his alleged
insider dealing in ATML shares remains afoot.
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Hong Kong Eastern Magistrates’ Court Acquits
Solicitor of Insider Dealing in Shares of CASH
Financial Services Group Limited

On April 9, 2021, the Eastern Magistrates’ Court of Hong
Kong has acquitted Mr. Leung Pak Keung (Leung), a
practising solicitor, of five charges of insider dealing in

the shares of CASH Financial Services Group Limited
(CFSG) between December 18, 2014 and January 2,
2015. CASH Financial Services Group Limited was
listed on the Main Board of The Stock Exchange of Hong
Kong Limited in 2008.

The Securities and Futures Commission of Hong Kong
(SFC) alleged that Leung, who was a legal advisor to the
buyer in a proposed acquisition of CFSG shares at the
material time, purchased CFSG shares whilst in
possession of CFSG-specific, non-public and price
sensitive information.

In deciding to acquit Leung, Magistrate Ms. Winnie Lau
found that the witnesses gave conflicting evidence and
it was not demonstrated beyond reasonable doubt that
he knew the subject information was inside information.

The SFC is reviewing the decision.
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Hong Kong Securities and Futures Commission
Reprimands and Fines Optimas Capital Limited
HK$1.05 Million Over Short Position Reporting
Failures

On April 15, 2021, the Securities and Futures
Commission of Hong Kong (SFC) announced that it has
reprimanded Optimas Capital Limited (Optimas) and
fined it HK$1.05 million over failures to ensure short
position reports (SPRs) for a collective investment
scheme (CIS) under its management were accurate and
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compliant with the requirements under the Securities
and Futures (Short Position Reporting) Rules (SPR
Rules). Optimas is licensed under the Securities and
Futures Ordinance to carry on business in Type 1
(dealing in securities), Type 4 (advising on securities)
and Type 9 (asset management) regulated activities.

An SFC investigation following a self-report by Optimas
found that a total of 350 reportable short positions held
by the CIS had been omitted in 56 SPRs prepared and
submitted by Optimas to the SFC between June 23,
2017 and July 9, 2018.

The errors found in the SPRs prepared by Optimas
occurred as aresult of a programming mistake in a script
developed by its operations manager at the material
time. The script in question was created to automate the
process of identifying short positions held by the CIS in
order to filter out those that were reportable. However,
Optimas failed to detect the programming mistake
promptly due to inadequate supervision and review over
the work of its then operations manager.

The SFC considers that Optimas had failed to act
competently to ensure the SPRs it prepared would be
accurate and compliant with the applicable requirements
under the SPR Rules.

In deciding the sanction, the SFC took into account all
relevant circumstances, including Optimas’ prompt
remedial actions and cooperation with the SFC in
resolving the SFC’s concerns and its otherwise clean
disciplinary record.

A copy of the Statement of Disciplinary Action is
available on the SFC website
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-
announcements/news/openAppendix?refNo=21PR41&
appendix=0
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U.S. Commodity Futures Trading Commission
Orders A Man to Pay More than US$1 Million for Role
in Fraudulent Binary Options Scheme

On April 6, 2021, the U.S. Commodity Futures Trading
Commission (CFTC) issued an order filing and settling
charges against Glenn Olson for his role in a binary
options fraud that harmed U.S. customers involving Blue
Bit Banc, a United Kingdom company, and Blue Bit
Analytics, Ltd, located in Turks and Caicos.

The order finds, and Olson admitted, that from
approximately April 2014 through March 2018, he was
affiliated with Blue Bit Banc and related entities, selling
binary options to customers for Blue Bit using alias
names and also supervising other sales staff at Blue
Bit's Manhattan office. Olson also admitted that, as part
of the scheme, he and others misrepresented the
profitability of trading through Blue Bit, manipulated or
fabricated purported trades in their customers’ accounts
to the customers’ disadvantage, prevented customers
from withdrawing funds, and misappropriated customer
funds.

The order states that Olson also admitted he knowingly
made false statements, omitted statements of material
fact, and took other actions to defraud customers, while
receiving disbursements totalling $241,070.30. In
addition, Olson was involved in the conversion of some
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customers’ Blue Bit account holdings into ATM Coin, a
worthless cryptocurrency that was represented as being
worth substantial money. According to the order, at least
27 customers lost a total of US$846,405 as a result of
the fraudulent scheme.

The order requires Olson to disgorge all of his ill-gotten
gains, totalling US$241,070. He is also ordered to pay
restitution of US$846,405, a joint obligation with others
found liable and enjoined by a U.S. federal court in a
prior CFTC enforcement action. Olson is also ordered to
cease and desist from further violating the Commodity
Exchange Act and CFTC regulations, from trading on or
subject to the rules of any CFTC-registered entity, and
from engaging in any activities requiring registration with
the CFTC.
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U.S. Federal Court Orders Company and its Owner
to Pay More Than US$32 Million for Cryptocurrency
Fraud and Misappropriation Scheme

On April 8, 2021, the U.S. Commodity Futures Trading
Commission (CFTC) announced that following a hearing
on the merits, the U.S. District Court for the District of
Nevada entered a default judgment against defendants
David Gilbert Saffron and Circle Society, Corp. for a
cryptocurrency fraud and misappropriation scheme.

In its motion for default judgment, the CFTC presented
evidence that from December 2017 through the present,
Saffron fraudulently solicited and accepted at least
US$15,815,967 worth of Bitcoin and U.S. dollars from at
least 179 individuals to trade off-exchange binary
options on foreign currencies (forex) and cryptocurrency
pairs, among other things. During the early stages of his
activity, Saffron created Circle Society and used this
entity to perpetrate his fraud. According to the CFTC
complaint and motion for default judgment, Saffron and
Circle Society solicited members of the general public to
participate in a commodity pool operated by Circle
Society by making false claims of Saffron’s trading
expertise and guaranteeing rates of return up to 300%.
Rather than using pool participants’ funds to trade as
promised, the defendants misappropriated funds,
including by holding participants’ funds in Saffron’s
personal electronic cryptocurrency wallet and by using
funds to pay some participants with the funds of other
participants, in the manner of a Ponzi scheme. The
majority of participants, however, have been unable to
obtain a return of any of their funds despite their
repeated demands.

The court found in its final judgment that the defendants’
ongoing failure to offer any colorable defense to the
CFTC's claims, along with the defendants’ rehashed
excuses for their continued failure to comply with the
court’s orders throughout the litigation, animate the
CFTC'’s default-judgment arguments and underlie the
court’s conclusion that default judgment is warranted.
Previously, the court granted the CFTC’s motion for
sanctions arising from the defendants’ contempt and
awarded the CFTC attorneys’ fees and expenses.

The final judgment requires defendants Saffron and
Circle Society, jointly and severally, to pay restitution of
US$14,841,280 to defrauded pool participants,
disgorgement of US$15,815,967, and a civil monetary
penalty of US$1,484,128. The final judgment also
permanently enjoins the defendants from engaging in
conduct that violates the Commodity Exchange Act and
CFTC regulations, registering with the CFTC, trading in
any CFTC-regulated markets, and trading in any
commodity interest for himself or others.
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U.S. Federal Court Orders A Man to Pay Over $10.3
Million for Defrauding Commodity Futures Clients in
Long-Running Ponzi Scheme

On April 8, 2021, the U.S. Commodity Futures Trading
Commission (CFTC) announced that the U.S. District
Court for the District of New Mexico entered a consent
order for permanent injunction, monetary sanctions, and
equitable relief against Douglas Lien. The court imposed
more than US$10.3 million in monetary sanctions and
relief for defendant's wrongdoing, including his
misappropriation of client money intended for futures
trading. According to the order, the defendant admitted

to misappropriating the funds and issuing false account
statements to conceal his fraud for nearly 20 years.

According to the order, Lien admits that from at least
August 2000 until December 9, 2019, he solicited more
than US$14.2 million from 45 individuals to manage their
trading in commodity futures, specifically U.S. Treasury
Bond futures. However, Lien did not invest the client
funds, but instead operated a classic Ponzi scheme,
using the money to pay other clients. He also kept more
than US$3.5 million for so-called “management fees” he
billed clients based on false trading profits. In addition,
Lien gave his clients inaccurate account statements,
including erroneous annual IRS Form 1099s that
reported millions in fake profits. The order also states
Lien failed to register as a futures commission merchant
(FCM) to legally solicit and accept money from
commodity futures clients for futures trades.

The order requires that Lien pay restitution of
US$5,195,679 and a civil penalty of US$5,195,679, and
imposes permanent trading and registration bans. The
judgment resolves a CFTC enforcement case filed on
December 9, 2019.
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U.S. Commodity Futures Trading Commission
Orders The Alista Group, LLC and a Man to Pay More
Than US$2.6 Million in Precious Metals Fraud

On April 9, 2021, the U.S. Commodity Futures Trading
Commission (CFTC) announced that the U.S. District
Court for the Middle District of Florida entered an order
granting the CFTC’s motion for entry of default judgment
against defendants The Alista Group, LLC and Luis M.
Pineda Palacios, a/k/a Luis Pineda. The order finds that
the defendants failed to answer the CFTC’s complaint
which alleged that Alista and Pineda had engaged in
precious metals fraud and illegal, off-exchange precious
metals sales to retail customers.

According to the complaint, from July 2016 through at
least January 2018, Alista engaged in a scheme to
defraud customers located throughout the U.S. in
connection with precious metals transactions. These
transactions constituted illegal, off-exchange retail
commodity transactions. Notably, Alista’s leveraged
precious metals transactions never resulted in the actual
delivery of the full amount of metal purchased by its
customers.

The complaint further alleges that, in connection with
this activity, Alista defrauded these customers by
misappropriating their funds to speculate in precious
metals for Alista’s own account, pay Alista’s business
expenses, and make Ponzi-style payments to
customers who sought to cash out some of their
purported holdings. In addition, Pineda individually
defrauded at least some of Alista’s customers by using
an individual bank account under his personal control to
accept Alista customer funds and then misappropriate
those funds to pay for personal and other expenses
unrelated to leveraged precious metals transactions on
behalf of Alista’s customers.

The order requires Alista to pay US$560,540.95 in
restitution and a civili monetary penalty of
US$1,681,622.85. The order also requires Pineda to pay
restitution in the amount of US$77,500, and a civil
monetary penalty of US$370,484. In separate,
concurrently issued orders, the court also permanently
enjoined Alista and Pineda from engaging in conduct
that violates the Commodity Exchange Act, from
registering with the CFTC, and from trading in any
CFTC-regulated markets.
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U.S. Securities and Exchange Commission Charged
Auditor for Failure to Register with PCAOB and
Multiple Audit Failures

On April 5, 2021, the U.S. Securities and Exchange
Commission (SEC) announced the institution of
administrative proceedings against a certified public
accountant for allegedly failing to register his firm with
the Public Company Accounting Oversight Board
(PCAOB) and alleged wholesale failures in auditing and
reviewing the financial statements of a public company
client.

According to the SEC’s order, the Enforcement Division
and the Office of the Chief Accountant (OCA) allege that
Christopher Knauth falsely represented to a public
company audit client that his firm was registered with the
PCAOB. The Enforcement Division and OCA further
allege that Knauth eventually filed an application to
register his firm with the PCAOB, but the PCAOB
repeatedly informed him over a nine-month period that
the application was incomplete. Despite this, the
Enforcement Division and OCA allege that Knauth
performed the 2018 audit and three interim reviews for
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the public company. The Enforcement Division and
OCA further allege that Knauth’s actions resulted in
violations by the public company of the reporting
requirement that auditors of public companies be
registered with the PCAOB. The Enforcement Division
and OCA also allege that Knauth's audit and interim
reviews failed to comply with multiple PCAOB Auditing
Standards, including failing to properly plan the audit,
failing to exercise due professional care and
professional scepticism, and failing to obtain sufficient
appropriate audit evidence.

The Enforcement Division and OCA allege that Knauth
engaged in improper professional conduct, wilfully aided
and abetted and caused his firm’s failure to register with
the PCAOB, and wilfully aided and abetted and caused
his audit client’s reporting violations. The administrative
proceeding against Knauth will be scheduled for a public
hearing before the SEC to determine whether the
Enforcement Division and OCA have proven the
allegations in the order and what, if any, remedial
actions are appropriate.

XEIEFXHERSBIEFITIMARE PCAOB ZHf%
KEITKRIR

2021 £ 4 B 5 B, XEIEEHEXRFHZERS (FEIERS)
&ﬂﬂ Hm#HTHTEORA, BRSIZOEMSITIRSEE
BEAFATISIHKEZAS (Public Company

Accountmg Oversight Board) (PCAOB) HEMHE /AT,

FESREFRITNHRELATRITANYSRETEX
MR KIR

RIFZELEXSHAGS, PUABITNESITRAAE

( Office of the Chief Accountant) ( OCA) 351w
Christopher Knauth [al—FRK/AF AT EITE F ERGAE
~E)E7E PCAOB F M. #HUEERI1H1 OCA #H—H 357K,
Knauth BxZ&32H 7 HI5 U PCAOB FMHEAS, B
PCAOB # 9 ME KR BN R E S MR IBERTM. RE
ik, HGEFRIIHM OCA R Knauth STAFASTH#ITT
2018 FEITM=IFHAFEE, HUEERIHM OCA #H—F
FEFR, Knauth B97 jJEfEi/\ﬁ/\TL}iT/\ﬁ/\TE’Jm
THBTE PCAOB JFMAIIREE K, $IAERIIH OCA £
B, Knauth BEAZFIFEARIZARESTZ 1 PCAOB &
MR, SRREIERITIEZ, RATHENTIE
TBRAE W IREE I B R 3RS R 5 A8 4 A% 4R

BUEERITH OCA 3545 Knauth fEE AREH TV ITH
R HIR F S H/A SR BETE PCAOB M, Fdt
EMMAMBERHSEEF TR AOREENTH. X
Knauth R9TTBURRFFREXEIER S BB #TAFITIE,
LB E AR TH OCA BB EIERIZG 2 F ISR INEK
EEHNERE (MRE)

Source Ej&:
https://www.sec.gov/news/press-release/2021-58

U.S. Securities and Exchange Commission Obtains
Emergency Asset Freeze, Charges Actor with
Operating a US$690 Million Ponzi Scheme

On April 6, 2021, the U.S. Securities and Exchange
Commission (SEC) announced that it obtained an asset
freeze and other emergency relief in an emergency
enforcement action against actor Zachary Horwitz and
his company, 1inMM (one in a million) Capital, LLC in
connection with an alleged Ponzi scheme that raised
over US$690 million. Horwitz and 1inMM allegedly told
investors that they were buying film rights, purportedly
to resell them to Netflix and HBO; in fact, 1inMM actually
had no business relationship with either company.

According to the SEC's complaint, Horwitz falsely
claimed to have a track record of successfully selling
movie rights to Netflix and HBO when, in fact, neither
Horwitz nor 1inMM had ever sold any movie rights to, or
done any business with, HBO or Netflix. Horwitz
allegedly showed investors fabricated agreements and
emails regarding the purported deals with HBO and
Netflix. The complaint alleges that Horwitz and 1inMM
promised investors returns in excess of 35%, and for
many years paid supposed returns on earlier
investments using funds from new investments. The
complaint further alleges that Horwitz misappropriated
investor funds for his personal use, including the
purchase of his multi-million dollar home, trips to Las
Vegas, and to pay a celebrity interior designer.

The SEC's complaint charges Horwitz and 1inMM with
violating the antifraud provisions of the federal securities
laws. In addition to the asset freeze and other
emergency relief granted by the Court, the complaint
also seeks a permanent injunction, disgorgement,
prejudgment interest, and civil penalties against Horwitz
and 1inMM. The Court set a hearing for April 19, 2021,
to determine if the asset freeze should remain in force
for the duration of the litigation.

XEESXHERSRBRIARASRERELRAXNE
6.9 ZXTTHIE R In /=

2021 4B 6 H, XEIAHXHZRE (EEIEXSR)
BN, MSBRN—NEETBIT 6.9 {ZETEKER,
7E £+ %438 A Zachary Horwitz Fifth /A2 5] 1inMM  (one in
a million) Capital, LLC §—INE & EfTsid, %57
REREMEMELIRUT. #BIR, Horwitz A1 1inMM &
1)%?11}'3% M EAMIBERN, BIRE HH%%Z@
Netflix #1 HBO, LfrE, 1inMM 3Lfr E5FRASERE
BIEXRR,

17



J M L

RIBEEIFRXS MR, Horwitz BB ERFEEEHEY
MRA DO & 45 Netflix #1 HBO (9iC%, M=ESL E,
Horwitz 1 1inMM 5%k &5 HBO = Netflix + & {F{a&
PR S H#TEAL S, #BFR, Horwitz m%EE
B’RTHX5 HBO 0 Netflix £ B AR 7 B9 B2 R il A0
BFHRH. #&IFFR, Horwitz fl 1LinMM 7K 1E#% R & B E
WREKBE 5%, HEFERX—EFEAFRANTSIM
FHRRMNMEARR. HIFEFR, Horwitz #H 7T/ E
EFNWERSATMHNRARE BEMIMNEHERE
TTHFERE, BRI NERTIAR @B AERIEITH
3K

ZENER £ HIRIFIETE Horwitz F1 1inMM 33 /& 7 BCFRIE
FEMRIENE . BrTIEBRHERN R = REMHE X
REUFHERRSL, IZHIFIET KX Horwitz 1 1inMM 5k
AEL . WRIBERE. ¥URATAM BEMRERELT. &
BeET 2021 FF 4 B 19 HEGWIER, MREEFAH
B 2R R LK BT o

Source KJR:
https://www.sec.gov/news/press-release/2021-58

U.S. Securities and Exchange Commission Charges
Felon and Six Others in Oil-and-Gas Offering Fraud

On March 5, 2021, the U.S. Securities and Exchange
Commission (SEC) charged seven individuals, including
criminal recidivist Richard Dale Sterritt, Jr., with
defrauding investors through a multimillion dollar oil-
and-gas offering fraud and related market manipulation
scheme.

The SEC's complaint alleges that, between March 2018
and at least November 2020, Sterritt, who used the
pseudonym "Richard Richman", Michael Greer, Deanna
Looney, Robert Magness, Jr., Katie Mathews, James
Christopher Pittman, and Mark Ross raised more than
US$16 million from more than 300 investors through an
unregistered private placement of the common stock of
Zona Energy Inc., a company that claimed to be focused
on the oil and gas industry. According to the complaint,
the defendants made various false and misleading
statements verbally and in offering materials to solicit
investors, including that their funds would be used to
support Zona's operations, namely to develop the
mineral rights on a West Texas cattle ranch. The
complaint further alleges that instead of using investors'
money to capitalize Zona, Sterritt and his co-defendants
misappropriated millions of dollars raised in the offering,
using the funds to pay for luxury goods, rental
apartments, a car, and to make cash payments to
friends, family members, and Sterritt's girlfriends. Also,
according to the complaint, the offering materials falsely
claimed that Zona had no debt when the company
actually owed millions of dollars in demand notes to
various Sterritt-controlled companies.

The complaint alleges that Sterritt, Magness, and Ross
also conducted a manipulative trading scheme in the
securities of OrgHarvest Inc., a Sterritt-controlled public
issuer, in an attempt to inflate the price of the stock so
that they could sell their shares to unsuspecting
investors for a profit.

The SEC's complaint, filed in U.S. District Court for the
Eastern District of New York, charges the defendants
with violations of the registration and antifraud
provisions of the federal securities laws and related rules.
The SEC seeks injunctive relief, disgorgement of ill-
gotten gains plus prejudgment interest, and civil
penalties.
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Singapore Exchange Welcomes Haitong
International Securities (Singapore) Pte. Ltd. as
Securities and Derivatives Clearing Member

On March 30, 2021, Singapore Exchange (SGX)
welcomed Haitong International Securities (Singapore)
Pte. Ltd. (Haitong International Singapore) to its
securities and derivatives markets as a clearing
member, and as a depository agent of The Central
Depository (Pte) Limited (CDP).

Haitong International Group has a global financial
servicing network covering the world’s major capital
markets including Hong Kong, Singapore, New York,
London, Tokyo, Mumbai and Sydney. Haitong
International Singapore has been a trading member of
SGX’s securities and derivatives markets since 2014.

Chew Sutat, Senior Managing Director, Head of Global
Sales and Origination at SGX, said, “We are pleased to
welcome Haitong International Singapore as our
Securities and Derivatives Clearing Member and CDP
Depository Agent. With their presence in Singapore and
strong footprint across Greater China, we look forward
to working with them to enhance the distribution of our
growing suite of securities and derivatives products to
their network of clients and strengthen the link between
Chinese investors and capital markets in Singapore.”

Henry Shi, Executive Committee Member and Group
Head of Global Markets of Haitong International
Securities Group, said, “We are delighted to join as both
the Securities and Derivatives Clearing Member and
CDP Depository Agent of the Singapore Exchange. With
a complete set of memberships, Haitong International is
granted with the invaluable opportunity to provide our
clients with a more comprehensive product coverage
and settlement, clearing and fund custody service
offerings. It is an important milestone for Haitong
International since we set root in the Singapore market,
and reflects our commitment in developing our
Singapore businesses and strengthening ties with our
existing and potential clients."”

With the admission of Haitong International Singapore,
SGX’s securities market now has 25 Trading Members
and 25 Clearing Members. The Derivatives market has
60 Trading Members and 26 Clearing Members, with
CDP having 49 Depository Agents.
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Singapore Exchange Consults on Special Purpose
Acquisition Companies Listing Framework

Singapore Exchange (SGX) is seeking market feedback
on a proposed regulatory framework for the listing of
Special Purpose Acquisition Companies (SPACs) on its
Mainboard.

“SPAC listings have attracted interest in major markets
due to their speed to market and ability to offer price
certainty in valuing target companies. In reviewing the
viability of SPACs, we note that recent SPACs
developments have brought to the fore certain risks, in
particular excessive dilution and the rush to de-SPAC.
We are therefore proposing measures to address these
risks, with the aim of creating credible listing vehicles
that will increase investor choice and result in
successful, value-creating combinations for their
shareholders,” said Tan Boon Gin, CEO of Singapore
Exchange Regulation (SGX RegCo).
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To seek a balanced regime that effectively safeguards
investors’ interests against certain concerns posed by
the unique features of SPACs, while meeting the capital
raising needs of the market, feedback from the market
is sought on aspects including:

Broad admission criteria

1. A minimum S$300 million market capitalization and at
least 25% of the total number of issued shares to be held
by at least 500 public shareholders at IPO.

2. A minimum IPO price of S$10 a share.

3. At least 90% of IPO proceeds placed in escrow
pending the acquisition of a target company (known as
the business combination). Cash will be returned on a
pro rata basis from the amount in escrow to any
shareholder voting against the business combination or
upon the liquidation of the SPAC.

4. Any warrant (or other convertible securities) issued
with the ordinary shares of the SPAC at IPO must be
non-detachable from the underlying ordinary shares of
the SPAC for trading on SGX.

Conditions for founding shareholders, management
team and controlling shareholders

1. Founding shareholders and/or the management team
must hold minimum equity at IPO of between 1.5% to
3.3%, depending on the SPAC market capitalization
then.

2. Moratorium on the shareholding interests held by the
key parties such as the founding shareholders and
controlling shareholder(s) at various junctures.

Business combination requirement

1. Three-year permitted time frame from IPO date to
complete the business combination.’

2. Business combination must comprise at least one
principal core business with a fair market value forming
at least 80% of the gross IPO proceeds in escrow.

3. Resulting business combination will have to meet the
initial Mainboard listing criteria.

4. The business combination can only proceed with
approval from a simple majority of the SPAC’s
independent directors and a simple majority of the
independent shareholders.

5. Liquidation of the SPAC may occur under certain
conditions including when a material change in the
profile of the founding shareholders and/or management

team critical to the successful founding of the SPAC
and/or completion of the business combination occurs
prior to the consummation of the business combination,
unless independent shareholders vote for the continued
listing of the SPAC.

6. Appoint:

(a) an accredited Issue Manager as Financial Advisor to
advise on the business combination; and

(b) an independent valuer to value the target company.

7. Shareholders’ circular on the business combination
must contain prospectus-level disclosures including on
key areas such as:

(a) financial position and operating control;

(b) character and integrity of the incoming directors and
management;

(c) compliance history;

(d) material licenses, permits and approvals required to
operate the business; and

(e) resolution of conflicts of interests.

The consultation will be open till April 28, 2021.
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Singapore Exchange, Enterprise Singapore and E-
Steel Announce Inaugural Singapore International
Ferrous Week

Singapore Exchange (SGX), Enterprise Singapore
(ESG) and E-Steel will jointly organize the first-ever
Singapore International Ferrous Week (SIFW), bringing
participants in the global ferrous ecosystem together to
explore partnerships and growth opportunities in the
wake of the ongoing COVID-19 pandemic.

SIFW, replacing the Singapore Iron Ore Week, presents
to participants an elevated annual global flagship event
for the ferrous metals supply chain, following a one-year
hiatus due to the pandemic. SIFW will take the form of a
hybrid format, with interactive and virtual platforms such
as SIFW Digital Summit for global audiences and select
in-person sessions at the Sands Expo & Convention
Centre for Singapore-based participants.

SGX'’s Singapore Iron Ore Forum returns for the eighth
time and is the anchor event for SIFW. And for the first
time, SIFW will partner leading industry experts
Aspermont Media, Fastmarkets, S&P Global Platts and
TradeWinds to bring events covering the entire steel-
making value chain, offering participants insights on the
latest market developments across iron ore, coking coal,
freight, steel and mining technologies.

William Chin, Head of Commaodities at SGX, said, “There
is a critical need to seize the opportunities in navigating
structural market disruptions brought upon by the
pandemic, ranging from trade tensions and supply chain
bottlenecks, to increased demand for risk management
solutions to cope with heightened price volatility.
Together with our partners Enterprise Singapore and E-
Steel, we are delighted to host an expanded platform in
SIFW to bring the ferrous community together - to
discuss, debate and collaborate on challenges and
opportunities confronting the ferrous industry.”

Lee Pak Sing, Assistant Chief Executive Officer of ESG,
said, “Enterprise Singapore is pleased to partner SGX
and E-Steel to launch the Singapore International
Ferrous Week. SIFW’s expanded lineup of conferences
cover topics not only on iron ore, but also coking coal,
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steel, freight, and mining technologies. This reflects the
progress that Singapore has made over the years in
growing players in the entire steel-making value chain.
Today, Singapore has become a key trading hub for the
iron and steel sector. We trust that SIFW would bring
about deeper collaborations between regional and
international players in the ferrous market space."

The launch of SIFW reaffirms Singapore’s position as a
trading hub of choice for the ferrous industry. Singapore
is well-positioned to continue growing its critical mass of
ferrous industry players and enable future growth in
Asian trade flows. Having pioneered the world’s first iron
ore swaps in 2009, SGX continues to serve the industry
as the leading international clearing exchange for iron
ore and coking coal derivatives.

Please visit www.sifw.sg for more information on SIFW
2021.

WK G, FmEL IV EZREMNTERINNERH
HEEFINEERRESER

XS (R « gtV ERER (X F)
M APESWM (E-Steel) BEEFENERBIMEERERE
£ERA (SIFW) , Eif, 2RBRELBATRENEN
FUYBERFR—F, HERRERBEFRNKERR
MERIN=.

SIFW ¥ERFIMFHT AR (SIOW) |, mE5EERAF
RESEHESE T ENSRMEEMNERS, WLET
SIOW E#a & ERM 7T —F. SIFW MUEZEER#TT,
HEERMARME SIFW HFESEEMNEFFEE, R
EEDESBFOAFIME S ESHZXTRBEHENN
BEE.

£ SIFW B9A00JESN, TR FrA RS /\ @ Ehni &
FAREEERENE, #inEERRECLERAKERS
T2k f7 3R Aspermont Media, Fastmarkets, fr4
KERM (BHR)Y 516, FRESNREREENENON
B, ASE5FREAEXBETA. £F. Bz, WER
X RENETTZRELERE.

FRXAARHMBEERRERT: “THEVFEELE
VB, NXFEEREILNESEKBE. HNEMM
MEAMEE s NE MG MR EER RE—RINEY
MHHIHIHIE . BORENEBESHINE AL B
FESNNAE SIFW ERE—NTENFES, EiT, &
EEBIVATHMERLRE—Z, IMERITRCSETIE
I B9 Bk AR A8 .

TRBEIBKFRERT. LGV ERBRENE
XM PESKNESERARINKERREESER

(SIFW) . BRBESY KT EBEE, BRTHY A,

SHEEE. Wk, BZERXTREHEXNE. XKk
BRTY FTIN S ERAELXBIEN~ L EARGHEE.
BREl, FMEEMRAMKTIEHNEERS L. BAHE
& SIFW B AhRE£EMHNERMNXE Y FRHAER
ANBEE. 7

SIFW (St BEE T HMKEAREEETULEER S
FbE AL, KM BEERBSY REREEET
VE5FHE, FERKMELMNRZRELE KNS
B 2019 B SRENHT A EHEL, HRMHREA
T RIDERS, BESKRAENGRT AMERTTE &
BEHEZZP

MEEELH X SIFW 915, EX K www.sifw.sg.

Source Ej&:
https://www.sgx.com/media-centre/20210401-sgx-enterprise-
singapore-and-e-steel-announce-inaugural-singapore

Singapore Exchange and New Zealand’'s Exchange
Seal Partnership on Dairy Derivatives to Unlock
Growth

On April 8, 2021, Singapore Exchange (SGX) and New
Zealand’'s Exchange (NzZX) signed a strategic
partnership agreement to unlock and accelerate the
growth potential of NZX’s dairy derivatives.

This partnership brings together the complementary
capabilities of the SGX and NzZX to scale up market
distribution and liquidity in the global dairy derivatives
markets. It will take effect in the second half of 2021,
subject to regulatory approvals. This follows a Heads of
Agreement that was mutually signed in October 2020 to
explore the listing of NZX’s suite of dairy contracts on
SGX’s trading and clearing platforms.

Loh Boon Chye, Chief Executive Officer of SGX, said:
“This partnership combines the strengths of SGX and
NzZX and we are very excited to see it coming to fruition.
With Asia representing the world’s largest bloc of dairy
consumers and producers, this partnership brings a
world-class suite of dairy derivatives benchmarks and
risk management tools to dairy participants and
investors in Asia and beyond. We look forward to
continue working with NZX to grow the dairy derivatives
market and benefit the wider industry.”

NzZX Chief Executive, Mark Peterson, said NzZX will
continue to provide dairy product development
expertise, market research and product support for new
developments and enhancements. NzZX will also
continue to lead engagements with the dairy industry.
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“We see huge opportunity through this partnership to
unlock potential and propel future growth of our dairy
derivatives suite. By working together, we can leverage
SGX’'s global market connectivity, strong Asian
presence and international distribution, to scale growth
and liquidity in the trading of dairy derivatives.”

As part of the new partnership, NZX intends to delist its
suite of dairy derivatives contracts from the NzX
Derivatives Market and equivalent contracts will be
relisted on SGX. Market participants can expect
augmented access via new trading and clearing
channels.
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Singapore Exchange Welcomes Zhongda (HK)
Futures Limited as Derivatives Trading Member

On April 12, 2021, Singapore Exchange (SGX)
welcomed Zhongda (HK) Futures Limited (Zhongda (HK)
Futures) as a Trading Member of its derivatives market.

Established in 2015, Zhongda (HK) Futures provides
global securities and futures trading services for
institutional and individual investors worldwide and is a
core member enterprise of Wuchan Zhongda Group, a
major conglomerate in eastern China with multiple lines
of businesses.

Chew Sutat, Senior Managing Director, Head of Global
Sales and Origination at SGX, said, “We are pleased to
welcome Zhongda (HK) Futures as a derivatives trading
member, joining our strong Chinese membership
community. With their established presence in greater
China, there will be many opportunities for us to work
together to provide their clients with an expanded suite
of derivatives across multiple asset classes.”

Shen Hua, Chief Executive Officer of Zhongda (HK)
Futures Ltd, said, “Becoming a derivatives Trading
Member of SGX, one of the world’s leading exchanges,
will expand our competitive advantage and improve our
comprehensive trading platforms to furnish better
financial services. We look forward to exploring more
potential cooperation with SGX to further realize the
objective of becoming a world-class financial service
provider.”

With the admission of Zhongda (HK) Futures, SGX's
derivatives market now has 61 Trading Members and 26
Clearing Members.
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Financial Conduct Authority of the United Kingdom
Warns That Younger Investors are Taking on Big
Financial Risks

The Financial Conduct Authority (FCA) of the United
Kingdom (UK) has published research findings into
better understanding investors who engage in high-risk
investments like cryptocurrencies and foreign exchange.

The findings reveal there is a new, younger, more
diverse group of consumers getting involved in higher
risk investments, potentially prompted in part by the
accessibility offered by new investment apps. However,
there is evidence that these higher risk products may not
always be suitable for these consumers’ needs as nearly
two thirds (59%) claim that a significant investment loss
would have a fundamental impact on their current or
future lifestyle.

The research found that for many investors, emotions
and feelings such as enjoying the thrill of investing, and
social factors like the status that comes from a sense of
ownership in the companies they invest in, were key
reasons behind their decisions to invest. This is
particularly true for those investing in high-risk products
for whom the challenge, competition and novelty are
more important than conventional, more functional
reasons for investing. 38% of those surveyed did not list
a single functional reason for investing in their top 3.

The research shows that investors often have high
confidence and claimed knowledge. However, it also
shows a lack of awareness and/or belief in the risks of
investing, with over 4 in 10 not viewing ‘losing some
money’ as one of the risks of investing, even though as
with most investments their whole capital is at risk. In
some cases, investors can lose more than they initially
invested. These investors also have a strong reliance on
gut instinct and rules of thumb, with almost four in five
(78%) agreeing “I trust my instincts to tell me when it's

time to buy and to sell” and 78% also agreeing “There
are certain investment types, sectors or companies |

consider a ‘safe bet™.

Research findings indicate that this newer audience has
a more diverse set of characteristics than traditional
investors. They tend to skew more towards being
female, under 40 and from a BAME background. This
newer group of self-investors are more reliant on
contemporary media (e.g. YouTube, social media) for
tips and news. This trend appears to be prompted by the
accessibility offered by new investment apps.

These younger investors may have the lowest levels of
financial resilience making them more vulnerable to
investment loss. Research showed that a significant loss
could have a fundamental lifestyle impact on 59% of
self-directed investors with less than 3 vyears'
experience, who are more likely to own high risk
investment products, compared with 38% of investors
with greater than 3 years’ experience.

Tackling harm in the consumer investment market is a
priority for the FCA. The FCA commissioned
BritainThinks to conduct in-depth research into self-
directed investors’ behaviors, attitudes and financial
resilience. Together with feedback from its Call for Input
on the consumer investment market, this research will
underpin the FCA's work in the consumer investment
market. In particular, the research will help design a new
campaign to address the harm caused from consumers
investing in high risk, high return, illiquid investments
that may not be suitable for their needs.

Alongside the publication of this research, the FCA has
launched its digital disruption campaign to prevent
investment harm. The campaign uses online advertising
to disrupt investors’ journeys and drive them to the high
return investments webpage - which covers key
questions consumers should ask before investing.

The FCA advises consumers to consider five important
guestions before they invest:

1. Am | comfortable with the level of risk?

2. Dol fully understand the investment being offered to
me?

3. Am | protected if things go wrong?

4. Are my investments regulated?

5. Should | get financial advice?

The FCA has recently published work to tackle
consumer harm in the investment market including
banning the mass-marketing of speculative mini-bonds
and will set out its further plans later this year. The
regulator also published a warning to consumers on the
dangers of investments advertising high returns based
on cryptoassets.
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Financial Conduct Authority of the United Kingdom
Launches Campaign to Encourage Individuals to
Report Wrongdoing

The campaign, 'In confidence, with confidence’,
encourages individuals working in financial services to
report potential wrongdoing to the Financial Conduct
Authority (FCA) of the United Kingdom (UK), and
reminds them of the confidentiality processes in place.
As part of the campaign, the FCA has published
materials for firms to share with employees, as well as
using its events to highlight the campaign. It has also
produced a digital toolkit for industry bodies, consumer
groups and whistleblowing groups to encourage
individuals to have confidence to step forward.

Whistleblowers that report to the FCA will have a
dedicated case manager. They can meet with the FCA
to discuss their concerns and can receive optional
regular updates throughout the investigation. Every
report the FCA receives is reviewed and the FCA will
protect individual whistleblowers’ identities.

Mark Steward, Executive Director of Enforcement and
Market Oversight at the FCA said: “We want all
whistleblowers to feel welcomed by us and to feel safe
because of us. We listen to all whistleblowers and, if they
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shine a light on serious misconduct, we want to make
sure we act responsibly. When whistleblowing works
well it helps consumers, markets and firms and keeps
everyone safe and that is our aim.”

Speaking to the FCA

The FCA has been investing in increased resourcing to
support whistleblower interaction, including increasing
the headcount on its whistleblowing team. This specialist
team are trained to debrief and interact directly with
whistleblowers, as well as liaising with various
departments across the organization.

As part of the FCA's aim to provide a smoother internal
process, it has introduced a mandatory e-learning
module for all staff, to help identify potential
whistleblowers and make sure any intelligence received
by the FCA is dealt with correctly and that identities are
protected.

The FCA's website has been updated to provide more
comprehensive information for potential whistleblowers
and the Whistleblowing team are developing a
confidential web form, increasing the ways in which
whistleblowers can make disclosures to them.

Individuals can choose to remain anonymous, and many
people do. If they do share any information about
themselves, then the FCA will keep this safe. This
includes not confirming the existence of a whistleblower
when making enquiries, unless legally obliged to do so.

FCA whistleblowing rules

The FCA would like to remind firms that culture and
governance remain a key priority for the FCA. Its
whistleblowing rules require firms to have effective
arrangements in place for employees to raise concerns,
and to guarantee these concerns are handled
appropriately and confidentially.

The FCA introduced a requirement for firms to appoint a
whistleblowers’ champion to make sure there is senior
management oversight over the integrity, independence
and effectiveness of the firm’'s arrangements. These
include those arrangements designed to protect
whistleblowers from victimization, as well as overseeing
the preparation of an annual report to the firm’'s
governing body.
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Source Ej&:
https://www.fca.org.uk/news/press-releases/fca-launches-
campaign-encourage-individuals-report-wrongdoing

Australian Securities and Investments Commission
to Adopt “No-action” Position for AGMs

Australian Securities and Investments Commission
(ASIC) will shortly adopt a temporary “no action” position
in relation to the convening and holding of virtual
meetings. This position follows on from the Corporations
(Coronavirus Economic Response) Determination (No.
3) 2020 (Determination No. 3) which expired on March
21, 2021. Determination No. 3 operated to facilitate the
holding of meetings including annual general meetings
(AGMs) by temporarily removing legal uncertainty
around the validity of virtual meetings.

In order to provide the market with a degree of certainty,
ASIC’s “no action” position will:

e support the holding of meetings using appropriate
technology;

o facilitate electronic dispatch of notices of meeting
including supplementary notices; and

e allow public companies an additional two months to
hold their AGMs

Commissioner Cathie Armour said, “It is important that
business has certainty in the current environment.
ASIC’s position is intended to facilitate businesses to
hold their meetings effectively during the ongoing
pandemic where there is still uncertainty around
restrictions on gatherings and travel”.

The details of the ‘no action’ position will be made
available over the coming days and will include guidance
around the appropriate approach to conducting virtual
meetings. ASIC will not be providing a no action position
in relation to electronic signatures.
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Australian Securities and Investments Commission
Bans the Sale of Binary Options to Retail Clients

Australian Securities and Investments Commission
(ASIC) has made a product intervention order banning
the issue and distribution of binary options to retail
clients. The ban will take effect from May 3, 2021 after
ASIC found that binary options have resulted in and are
likely to result in significant detriment to retail clients.

ASIC reviews in 2017 and 2019 found that
approximately 80% of retail clients lost money trading
binary options. ASIC found that binary options are likely
to result in cumulative losses to retail clients over time
because of their product characteristics:

e the ‘all or nothing’ payoff structure, where one of the
two possible outcomes for a binary option contract
is that the retail client will lose their entire investment
amount;

e short contract duration (the average contract
duration of binary options traded with one provider
was less than six minutes); and

e negative expected returns (that is, the present value
of the expected payoff for a binary option contract is
lower than the initial investment).

Commissioner Armour said, ‘Binary options’ product
characteristics make them incompatible with investment
or risk management use by retail clients. ASIC’s product
intervention order will protect retail investors from these
harmful products at a time of heightened vulnerability.’

ASIC estimates that retail clients’ net losses from trading
binary options were around A$490 million in 2018. The
size of the market in Australia has since reduced
significantly after ASIC issued a warning in April 2019
against providing unlicensed or unauthorized services to
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clients located in several foreign jurisdictions. Australian
retail clients are estimated to have made net losses of
more than A$6.7 million in 2019.

ASIC's binary options ban brings Australian
requirements into line with prohibitions in force in
comparable markets and follows the commencement on
March 29, 2021 of ASIC’s product intervention order
imposing conditions on contracts for difference offered
to retail clients.

The order will remain in force for 18 months, after which
it may be extended or made permanent. Civil and
criminal penalties apply to contraventions of the product
intervention order.
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Shenzhen Stock Exchange Officially Implements
Merger between Main Board and SME Board to
Better Serve High-quality Economic Development

The official merger of Shenzhen Stock Exchange
(SZSE) 's Main Board and SME Board (hereinafter
referred to as the “merger”) kicked off on April 6, 2021,
when Truelove, Sino-Agri Union and Suzhou Huaya
Intelligence Technology Co., Ltd. launched IPOs and
went public on SZSE's Main Board, marking the
successful implementation of another major reform in
capital market after the success in the ChiNext Board
reform and registration-based IPO system. It is another
significant achievement of the capital market in
supporting the development of the Guangdong-Hong
Kong-Macao Greater Bay Area and Pilot Demonstration
Zone of Socialism with Chinese Characteristics.

A practice to thoroughly implement the major decisions
and plans made by the CPC Central Committee and the
State Council, merger of the two boards in high quality
is an important measure to deepen the supply-side
structural reform of the financial sector with alignment
with the guiding principle of the fifth plenary session of
the 19th CPC Central Committee, an important
arrangement to comprehensively deepen the reform of
the capital market and give full play to the pivotal
function of the capital market. It is of great significance
to enhance the capital market’s ability to serve the real
economy.

SZSE has always adhered to the principle of reform and
innovation since its establishment. Persistent in
strengthening the foundation of markets, SZSE is
committed to refining market functions, developing a
multi-tiered market system with characteristics to better
serve the national strategy and real economy. SZSE'’s
Main Board has vigorously devoted in supporting the
reform of state-owned enterprises, under which high-
quality enterprises realized leapfrog in development with
a number of industry leaders emerging, transforming
into a gathering of market-based blue chips. The SME
Board was created in line with the plans of the State
Council and the China Securities Regulatory
Commission (CSRC) in 2004. It has provided a new
channel for SME enterprises and private enterprises to
access the capital market and conditions and
experience for the establishment of the ChiNext Board.
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It has also played an important role in optimizing the
economic structure, transforming the growth drivers and
building a modern economic system.

The merger is not only a practical need to comply with
the law of market development, but also an internal
requirement for the creation of a concise and clear
market system. On February 5, 2021, SZSE officially
launched the merger upon the approval of the CSRC.
Under the powerful leadership of the CSRC, SZSE
thoroughly implemented the guidelines of “system
building, non-intervention, and zero tolerance” with the
cooperation of all market participants. SZSE kept
following the requirements of “standing in awe of the
market, rule of law, professionalism and risks, and
obtaining support from various parties”, the working
ideas of being “open-minded, transparent, honest and
impartial”, as well as the overall arrangement of “Two
Unification and Four Unchanged” (making business
rules and mode of operation supervision unified, and
keeping issuance and listing conditions, investor's
threshold, trading mechanism, and code and
abbreviation of securities unchanged). Within two
months, SZSE integrated relevant policies and
regulations and revised the index compiling plan.
Meanwhile, SZSE coordinated the technical
transformation across the market and adjusted the
division of its internal organization as well as the model
of its regulatory operation. Overall, SZSE completed all
the preparations in a smooth and orderly manner.

After the merger, there were more than 1,470 listed
companies on the Main Board with the total market cap
exceeding CNY 20 trillion. SZSE is forming a market
pattern with Main Board and ChiNext Board as the main
body. With the threshold of issuance and listing
unchanged, the Main Board of SZSE focuses on
supporting the relatively mature enterprises in financing
and development. While the ChiNext Board mainly
offers services to high-tech enterprises and growth
enterprises engaging in innovation and
entrepreneurship, focusing on companies of innovation,
creativity and originality, and traditional industries that
are deeply integrated with new technologies, new
industries, new business forms and new models. With a
more concise market structure, more distinctive
characteristics and a clearer position, SZSE is able to
provide enterprises in different development stages and
of different types with financing services to further
improve the energy and flexibility of the capital market,
serve the strategy of innovation-driven development
better, and assist in the high-quality development
through innovation.

From a new starting point, SZSE will continue to uphold
Xi Jinping Thought on Socialism with Chinese
Characteristics for a New Era as the guide and earnestly
implement the guiding principle of the fifth plenary
session of the 19th CPC Central Committee and the

Central Economic Work Conference. SZSE will properly
focus on the new development stage, thoroughly
implement the new development philosophy and
proactively facilitate the formation of the new
development pattern. SZSE will persistently serve the
real economy and play an active role in the development
of the Guangdong-Hong Kong-Macao Greater Bay Area
and the Pilot Demonstration Zone of Socialism with
Chinese Characteristics. SZSE will continue to refine
fundamental policies, ceaselessly improve the quality
and efficiency of the market, give full play to the function
of the market and strive to build itself into a premium
innovative capital center and a world-class exchange.
SZSE will celebrate the 100th anniversary of the
founding of the CPC with outstanding achievements.

RINEHFXZAERSFIMRIER &I EFRFLFS
RERR

2021 4 B 6 H, RINESFKHHF (RRFT) EHREF
IMREFHERAXE, REXR. PRES. CIHES
3 RIWERAFRITBRMHAAERLAER LT X
G AW ARSEF X ROTM IR KefE, RATHN—
MEBRMEMINEH, BREATGFEARKZXM
ETEXBENX—MEZMR.

SRETHARREI, ERARMEXLEHR. BFEk
ERRKMENESLE, BEREIZNTAELF
B, RUERHEANEMMNENETRSE, &
EERNABAATHHE. RAORERRTHIRATNFER
ERRH NTERAATHRSKGBLFENRFE

%L\XO

RZPTARSLIAK, A SELECFIER, FEFIH
A, FAERATSHIE, METERRENZEX
TR, £NRSFEREBMLEZLTF . K ERR
RS ELSE, B MAREVIRABEEXLRE,
BET—#taoLRLel, RATHHEEREH.
2004 F, ZRESKR. IEESEXRBE, RIAELF
MR, Al RESCWYHNRARTHITEET #R
E, A ARIRFHEL QE T K. MRETEE, WT
MAEFEN . HRIERFE. BRARUKEFEHRE
BETEREM.

KRR EHEIME T HERAENALTE, BEH
EEABMTSERNAERK, 2021F2H5H, &
PEIESSH#AE, RXMEXBHRREIFIIE. EiE
BRBRAST, ETHEAXFHEET, AXMIAR
BRTEHE. A T]. TR, R EOHR.
—MENER, BEFH B BPE. FREIER
B, BIEWANE—. EMRTEATH, ERIOAN
BE, BEEHEXFIEAN, SITESRHITE £EL

29



J M L

THRARE, AEARERy THNEEETHRN, F
RAEFTRETEETE.

MIREFHE, REZFERET RSB 1470, BHE
BEARM 20 BT, REABEAENER. SIVRA
FTHRNTHIER, AT ERBEIIFAEN RS
RER. MILME, RTEHINHREFAL QURE
BRSEHEALLMLKE T oY, RH"=
SEE. AT HHEMERE. FEEHH, ENE
BT, BEBALERRERME. FEEEHNSIEH
MERS, #—PRABRTZANIIME, EHFRS
IR A R, Bh O UEIH S RERR.

HENER, RXABEEFUIEFHHNRTESEH
KEXBEAES NERMEXEN T ARLYESR
MR REFTHESIER, ERICEFTLRME, RA
R ARES, RIEHANERRREE, BHRS
KEZG, ESMRNUX"ER, FETEEMGIE,
RHHRFA TSN, RARETHIE, EHRERMLR
SR AP OME R —RRZH, MILFRGIERR
100 B4,

Source KJR:
http://www.szse.cn/English/about/news/szse/t20210408_585
459.html
http://www.szse.cn/aboutus/trends/news/t20210406_585442.
html

Shenzhen Stock Exchange Releases Survey Report
on Investor Relations Management of Listed
Companies in 2020

The official To continuously understand the performance
of listed companies in investor relations management,
guide and standardize their work in this regard, and
promote the improvement of the quality of listed
companies, Shenzhen Stock Exchange (SZSE) recently
launched a survey on the investor relations
management of SZSE-listed companies in 2020. This is
the second year in a row that SZSE has conducted such
a survey. A total of 2,290 valid questionnaires are
received, covering 97% of listed companies on SZSE.
The survey unveils that:

The listed companies generally took investor
relations management seriously, had astrong will to
convey enterprise value to investors, and paid close
attention to compliance management in the working
process. 95% of the listed companies have formulated
policies on investor relations management, and 46%
have made revisions based on practices. From the
perspective of objectives of investor relations
management, helping investors understand the
company's business development strategies, displaying
the company's intrinsic value, and strengthening

communication with investors were the three most
important objectives of listed companies. Among them,
the importance of "helping investors understand the
company's business development strategy" and
"displaying the company's intrinsic value" rose from the
second and third places in 2019 to the first and second
places. From the assessment indicators of investor
relations management, listed companies attached the
greatest importance to "the assessment results of
regulatory compliance”, which ranked second in
importance in 2019, followed by "the number and quality
of communications with investors" and "the attention to
and reply on Easy IR".

The investment of listed companies in investor
relations management saw an increase, basically
meeting the needs of carrying out daily work and
improving professionalism. In terms of staffing, 73%
of the listed companies assigned 2 full-time personnel
for investor relations management, and 22% assigned 3
full-time personnel. "Board secretary + Securities affairs
representative” remained the dominating pattern of
staffing. In terms of funding, 78% of the listed companies
spent less than RMB300,000 on investor relations
management, and the proportion of companies
spending more than RMB100,000 increased by 13
percentage points compared with 2019. For staffing and
funding, 58% and 80% of the listed companies
respectively believe that they can meet the existing
needs. To improve professionalism, 78% of listed
companies hired or are considering hiring professional
service providers, an increase of 4 percentage points
compared with 2019.

Since the outbreak of the pandemic, the shift
towards online investor relations management for
listed companies achieved remarkable results, and
Easy IR became the primary channel. In 2020, the
listed companies communicated with investors online
mainly through Easy IR (97%), online shareholders'
meetings (76%), online briefings (61%) and other
channels, mainly in the form of text-based Q&As and
teleconferences. About 80% of the companies believe
that online communication can improve the efficiency of
receiving investors and the communication results are
satisfactory. As the primary channel for investor
relations management, 367,000 questions were raised
on Easy IR in 2020, an increase of 50% year-on-year,
among which the year-on-year increase from February
to April amounted to 150%.

The listed companies took voluntary information
disclosure more seriously than before, and law-
based disclosure was their focus. In 2020, 51% of
the listed companies made voluntary information
disclosure, focusing on industry operation, corporate
governance and strategic planning. The vast majority
(98%) of these companies believe that voluntary
information  disclosure helps convey their growth
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attributes and potential value to investors. 20% of the
companies had difficulties in determining the content of
voluntary information disclosure, mainly hindered by the
need to ensure consistency and completeness of
the disclosure, the large  amount of risk warning
information, and the easy-to-understand wording while
avoiding ambiguity.

The listed companies began to form an ESG
awareness and were willing to exchange ESG
information with investors. 92% of the listed
companies believe that ESG falls into the category of
investor relations management, 70% believe that ESG
rating has an important impact on investor confidence,
and about half state that they answered ESG-related
questions and disclosed ESG-related information in
2020. Although the number of companies disclosing
ESG information has increased in recent years, the
proportion is still moderate. The listed companies
believe that coordinating business departments to
collect information (80%), formulating clear special
plans (77%), and working with business departments to
prepare reports (71%) will help investor relations
management teams promote social responsibility or
ESG reporting practices.

Improving the investor relations management with
respect to institutional investors has become the
focus of the listed companies in the next stage, and
there is an urgent need to strengthen training on
investor relations ~management theory and
practice. The listed companies believe that changes
such as entry of medium and long-term capital into the
market (86%), changes in regulatory requirements for
information disclosure (79%), and increased awareness
of investors and shareholders (68%) will further enhance
the importance of investor relations management.
Among them, the importance of "entry of medium and
long-term capital into the market" rose from the second
place in 2019 to the first place, an increase of 11
percentage points. How to manage the relations with
institutional investors has become the next-stage focus
of listed companies. To further professionalize investor
relations management, the training needs of listed
companies mainly concentrate on regulatory concerns
for information disclosure and corporate governance
(90%), investor relations management experience
sharing of listed companies (89%), investor relations
management theories (86%), interpretation of investor
relations management guidelines (84%) and how to
communicate with institutional investors and overseas
investors (80%).

Improving the quality of listed companies is the eternal
theme of capital market. Improving investor relations
management is helpful to enhance the sustainability and
intrinsic value of listed companies and promote the
stable operation and healthy development of the market.
SZSE will continue to promote the listed companies to

improve corporate governance, heighten transparency
of information disclosure, actively guide them to conduct
two-way communication with investors, and strive to
build a new development pattern of investor relations
management.
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China Securities Regulatory Commission issues
prior notice of administrative supervision measures
to Haitong Securities, Haitong Asset Management
and relevant responsible personnel

Recently, China Securities Regulatory Commission
(CSRC) issued a notice in advance of administrative
supervision measures to Haitong Securities and Haitong

Asset Management for their irregularities in the course
of carrying out investment consulting and private equity
Asset Management business, failing to exercise prudent
management, failing to effectively control and prevent
risks, and failing to control and manage compliance risks,
etc. CSRC plans to take regulatory measures against
Haitong Securities to suspend the provision of bond
investment advisory services to institutional investors for
12 months, to increase the number of internal
compliance inspections and submit compliance
inspection reports, and to take regulatory measures
against Haitong Asset Management, ordering it to
suspend the provision of investment advisory services
for 12 months for private placement products of
securities and futures operators, and to suspend the
filing of new private placement products for 6 months. A
number of persons directly responsible and persons with
managerial responsibilities are subject to such
regulatory measures as the identification of unsuitable
candidates for two years.

It was found that Haitong Securities, Haitong Asset
Management and related personnel failed to effectively
control and prevent risks in accordance with the principle
of prudent operation in the course of carrying out
investment advisory and private asset management
business, which caused serious negative impact on the
market. After the CSRC directed the Shanghai and
Shenzhen Stock Exchanges to issue the Notice on
Matters Relating to the Regulation of Corporate Bond
Issuance in December 2019, Haitong Securities and
Haitong Asset Management still had a fluke mentality
and continued to engage in relevant irregularities in
other trading markets. At the same time, Haitong
Securities and Haitong Asset Management failed to
incorporate the relevant business conduct into the
comprehensive compliance and risk control system, and
there were loopholes in business segregation, conflict of
interest prevention and bond transaction Management,
and the company’'s compliance and risk control
mechanism was deficient. Based on the facts and
relevant regulations, the CSRC intends to take the
aforementioned supervisory measures against Haitong
Securities and Haitong Asset Management and
seriously pursue responsibilities for the relevant
responsible personnel.

The business of securities and fund management
institutions  covers issuance and underwriting,
investment trading, asset management, investment
advisory, etc. They play a key role in connecting the two
ends of investment and financing, serving the real
economy and promoting the high-quality development of
the asset market. As the most important professional
institutions in the asset market, they should stick to their
original intention, raise awareness, effectively fulfill the
main responsibility of compliance and risk control,
adhere to the bottom line of diligence and due diligence,
improve the level of professional services, and
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consciously maintain market order. However, the
compliance bottom line of a small number of institutions
and practitioners is not firm, and their risk awareness is
not strong. Contrary to the principle of prudence and
diligence, they deviated from their original business and
operated disorderly, seriously disrupting the market
order and damaging the industry ecology. In this regard,
the CSRC reiterated that it will fully implement the “zero
tolerance” policy, maintain a high pressure on violations,
increase law enforcement accountability, the
implementation of penetrating supervision and
accountability of the whole chain, focusing on
highlighting the compliance risk control system and
corporate governance inspection and enforcement,
adhere to the principle that the case will be investigated
and the penalty will be double punishment and insist on
the implementation of economic penalties, so that the
strict supervision can force the securities and funds
operating institutions to enhance compliance risk control
awareness and self-governance capabilities, to better
play the function of serving the real economy, and to
effectively protect the legitimate rights and interests of
investors, helping to develop the quality of the asset
market.
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The People's Bank of China, China Banking and
Insurance Regulatory Commission, China
Securities Regulatory Commission and State
Administration of Foreign Exchange issued “the
Opinions on Financial Support for Hainan's
Comprehensively Deepening Reform and Opening-

up”

In order to thoroughly implement the Party Central
Committee and the State Council's decision and
deployment, agreed by the State Council, recently, the
People's Bank of China, China Banking and Insurance
Regulatory Commission, China Securities Regulatory
Commission and State Administration of Foreign
Exchange issued “the Opinions on Financial Support for
Hainan's Comprehensive Deepening of Reform and
Opening-up” (Opinions).

Hainan is the largest special economic zone in China
and has the unigue advantage of implementing
comprehensive deepening reform and testing the
highest level of open policy. The Opinions provides 33
specific measures from six aspects, namely upgrading
the level of RMB convertibility to support cross-border
trade and investment liberalization and facilitation,
improving Hainan's financial market system, expanding
the opening of Hainan's financial industry to the outside
world, strengthening financial products and services
innovation, enhancing the level of financial services and
strengthening financial supervision to prevent and
resolve financial risks. The introduction of “the Opinions”
basically establishes the financial support for Hainan’s
comprehensive deepening of reform and opening-up, to
help make up for Hainan’s financial shortcomings and to
strengthen the financial foundation of Hainan.
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China Securities Regulatory Commission Publicly
Solicits Opinions on the Revision of the "China
Securities Regulatory Commission Administrative
Licensing Implementation Procedure Regulations”

In order to implement the requirements of the Party
Central Committee and the State Council on "zero
tolerance" for illegal activities in the capital market,
further enhance the effectiveness of supervision work,
consolidate the "gatekeeper" responsibilities of
securities intermediaries in the capital market, prevent
the market risks of suspected violations of laws and
regulations by securities intermediaries and better
protect the rights of administrative license applicants,
the China Securities Regulatory Commission (CSRC)
plans to amend the "China Securities Regulatory
Commission Administrative License Implementation
Procedure  Regulations”  (Licensing Procedure
Regulations) and now solicit public opinions from the
public.

In 2018, CSRC revised Licensing Procedure
Regulations to unify the policy of linking the audited case
and administrative licensing of various securities
intermediary agencies, effectively protecting the
legitimate rights and interests of non-involved
administrative licensing applicants. Recently, CSRC
once again organized forces to evaluate and
demonstrate the effect of the Licensing Procedure
Regulations. On the whole, the Licensing Procedure
Regulations stipulated that the securities intermediary
agencies are audited and linked to administrative
licensing policies have played an active role in

strengthening the responsibilities of securities
intermediaries, saving regulatory resources, and
preventing market risks. At the same time, in order to
implement the requirements of the Party Central
Committee and the State Council on "zero tolerance" for
illegal activities in the capital market, better protect the
rights and interests of administrative license applicants
and enhance the ability of financial services to the real
economy, it is necessary to make changes to the
Licensing Procedure Regulations. Further modification
and improvement.

After full consideration of the opinions of all parties in the
society, the amendments to the Licensing Procedure
Regulations mainly include the following three aspects:
The first is to strengthen the supervision of the
employees of securities intermediary institutions. If they
are filed for investigation for suspected violations of laws
and regulations, CSRC will suspend the review of
administrative license application and the securities
intermediary institutions will no longer be allowed to
review the signature items of the registered and
investigated practitioners. Second, in order to improve
the quality of the review work of securities intermediary
agencies, avoid "going through” the review work, clarify
the legal responsibilities of reviewers, and stipulate that
securities companies, securities service agencies and
their practitioners should be diligent and strict in
reviewing in accordance with the Licensing Procedure
Regulations Perform statutory duties. If the review
opinions contain false records, misleading statements or
major omissions, the CSRC will deal with them in
accordance with regulations. Third, in order to reduce
the impact on the administrative license application
items of non-involved administrative license applicants,
it is clarified that the securities companies and securities
service agencies that produced and produced relevant
application materials for the applicants at the
acceptance stage will be filed by CSRC and its
dispatched agencies for suspected violations of laws
and regulations. If the case has not been closed due to
investigation or investigation by a judicial authority, and
the conduct involved in the case and the act of providing
services to the applicant belong to the same type of
business, securities companies and securities service
institutions may conduct reviews in accordance with
regulations, except that the internal control mechanisms
of securities companies and securities service
institutions have serious problems, or the actions
involved in the case have a significant impact on the
market.

All sectors of society are welcome to put forward their
opinions and suggestions on the "Regulations on
Licensing Procedures". CSRC will revise and improve
the "Regulations on Licensing Procedures” based on the
opinions and suggestions put forward by all sectors of
the society and publish them for implementation as soon
as possible.
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Shanghai Stock Exchange Held “Tracking China
through Indexes” Virtual Roadshow

Sponsored by the Shanghai Stock Exchange (SSE) and
China Securities Index Co., Ltd., the “Tracking China
through Indexes” virtual roadshow was held on March
30. Oriented to international institutional investors, the
promotion activity focused on in-depth discussion on the
trend of Chinese index investment, STAR 50 ETFs, ESG
investment  opportunities and the international
development of domestic indexes. The morning session
and afternoon session, customized respectively for
investors from Asia-pacific, North America and Europe,
Africa and Middle East, attracted more than 200
representatives of institutional investors from over 20
countries and regions.

In his address to the promotion activity, Liu Ti, SSE
Executive Vice President briefed the latest growth of the
stocks, bonds, funds and derivatives markets on the
SSE and the results of innovation on the SSE index over
the recent years. Besides, Liu highlighted the prospects
for the SSE indexing business in terms of optimizing the
existing index compilation scheme, attaching
importance to developing ESG indexes and exploring
new international cooperation models.

The promotion activity focuses on index investment,
STAR 50 index and ESG index system. The guests were
briefed on the domestic index market system and the
developments of domestic index investment. With the
ESG indexes as a highlight, the promotion activity
organized speeches according to the logic and features
of the Chinese ESG assessment system, the Chinese
ESG index system and the development of domestic
ESG investment so as to improve the understanding by
international investors of the ESG development trend of
the Chinese listed companies and the ESG index
system with Chinese characteristics. The round-table
forum, from the perspective of international investors,
invited international institutional investors to share their
observation and practices of ESG investment in the A-
share market. All this aimed to share information and
experience for more international investors to involve in
the ESG investment of A Shares.

Currently, the domestic index investment has stepped
into a stage of rapid growth. The domestic indexing
system, with the SSE and CSI benchmark indexes, has
formed a product chain including stock index futures,
stock index options, ETFs, ETF options and index funds.
The growing global influence of the SSE indexes helps
expand the overseas issuance of index products. The
recent debut of several STAR 50 index products in
overseas markets including Hong Kong and the US
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marks a new breakthrough for the SSE index business.
In addition, with the increasing emphasis on green
development in China, domestic and foreign institutional
investors have become more active in investing in
China's green assets, and many A-share ESG ETFs
with Chinese ESG indexes as benchmarks have been
listed on domestic and overseas markets.

Going forward, the SSE will focus on the improvement
of the index system and the compilation scheme of
existing indexes, the expansion of the index product
chain, the global promotion of the local indexes, as well
as the issuance of more products tracking local indexes
in the markets at home and abroad. All this will
contribute to providing Chinese solutions for global asset
allocation, higher degree of internationalization of the
SSE market, and the global influence of the domestic
indexes.

LBIESZ F RN B IR EUEER T E" MR

M EBIESFXZA (L) MPEIESEHERAE
IHM B IEEBERTEEMEET 3 A 30 HEfT,
BRI AN TR ERER R L, HEET Y HETE
HIR KBS, STAR 50 ETFs, ESG AN MERIE
HMERER. EFRWHTFEWD A AKBT X,
JERMUEEMN, EMTPROKREEBSES, BT
kB 20 ZERMIBXE 200 ZZFFRTEREK,

PSR R BN REENS LOBEF, HENA
T HIEFFRE, &%, EeNSrEamHnNsETRARIM
BAEJLE LUEPRISE A9 RIFT AR . Bhoh, X EEER L
NERBERGHATE, EVNLEHE, HESREREBE,
REFTNEGRSGEERSEAERE 7 LIEEEL S /E]
Ro

BRI TERNE SR IEEIRE, STAR 50 f55(F1 ESG
EHARG, RRENBEREHRTHERNERNEEULE
MARIER. I ES ESG B AESR, RIEFE
ESG i {tfAR, FE ESG fEtriARFERN ESG HE X
BHZEMBSARTEH, URSERRESTXT
FELEHASMN ESC XBEEMAFHEREHN ESG
R ENER., BRRENEREEENAERIEE
PRI R Z D ZAM1XS A B35 ESG R A9 ER ST
B, MEXEENEAENTZEENER, MFEESZME
R RESES AR ESG /&,

Bal, ERESIRRCHNREEKMNE. BF EiEF
AR EAERRENENERERELEMR T BIEKR
BT, BREREEN. ETF. ETF HARNFIEEE
SHENE= R, DIEFrERAESKEERNNE AR
WTitsR, BT AEE~RAEBSIET. LR
STAR 50 #5177 BEEATXE ARSI
BEREHE, REE LIRS NFHRH. ik,

BETEXNRELARNBEEN, ERIMIMREEX
TESZER~NRAEIER, TFLINHE ESC 5804
EHAEN ARESGETFEARERM L.

RERR LiEFrBENTREERERNRAIERN
WEITR, ¥ RIERTmE, EIHET 2KSEERMN
AMAESINRRITEZREERNINTIH ARSI/ M.
FTEXEREMTAHEKRESRE, LXAMmBERE
BENRS UERERNEHN SR m AR E#RT
Source &

http://fenglish.sse.com.cn/news/newsrelease/c/5346967.shtml

Shanghai Stock Exchange Accommodates to the
Structural Changes in the Market and Strengthen
the Protection of Investors' Rights and Interests

Under the leadership of the Communist Party
Committee of the China Securities Regulatory
Commission (CSRC), the Shanghai Stock Exchange
(SSE) adhered to the working guideline of "Establishing
Systems, No Interference and Zero Tolerance" and the
working philosophy of "standing in awe of the market,
the rule of law, professionalism and risks and giving full
play to the synergy of all sectors". The SSE took the
opportunity of implementing the new securities law and
put investor protection through all the work around
reform and opening-up and innovative development in
2020. Facing the ongoing profound structural changes
in the capital market, the SSE will continue its efforts in
investor protection under the new situation. Priorities are
to be given to four major aspects as follows.

Four Profound Changes in the Market

SSE's annual symposium on investor protection, held on
March 15, 2021, featured the theme of "investor
protection in the structural change of the market".
According to the discussion among the participants at
the meeting, profound structural changes were taking
place in the capital market as a result of the synchronous
promotion of marketization and legalization. First, major
changes have been seen in the structure of listed
companies. The blue-chip market on the SSE main
board, with its status continuously cemented, has
formed the basis of the SSE-listed companies.
Especially, with the promotion of the SSE STAR Market,
most of the new listed companies were innovative
science and technology enterprises, which became the
"new force" of the SSE-listed companies. Second,
profound changes have also taken place in the market
valuation structure. With the change of the relationship
between supply and demand resulting from the
promotion of the pilot reform of registration-based IPO
system and the improvement of regular delisting system,
the positive correlation between the market valuation
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and the quality of a company continued to strengthen,
and the efficiency of resource allocation in the capital
market was improving, which was mainly embodied by
the general cooling of speculation on the stocks of
companies with poor performance, and the rapidly-
increased delisting of "1 yuan" companies in recent
years. Third, the investors and the trading structure have
gone through profound changes. Long-term investment
and value investment were imposing higher influence on
the market, and the market's self-adjustment function
was constantly strengthened. Currently, both the market
capitalization of shareholding and the trading proportion
of professional institutional investors at home and
abroad in the SSE market withessed significant rises,
while the trading proportion of individuals recorded
sharp decline. Fourthly, the legal responsibility structure
of the market has seen deep changes. Both the newly-
amended securities law and the XI amendment to the
criminal law adhere to the regulation principle of zero
tolerance, put all the key entities of violations in the
capital market into the scope of entities with legal
responsibility, dramatically increased the costs of
violations in the capital market, including fraudulent
issuance, fraudulent information disclosure and market
manipulation, and fundamentally reversed the legislative
situation where the cost of securities violations was too
low.

The Shanghai Stock Exchange Focused on Investor
Education in Four Aspects

Lu Wendao, SSE'’s Executive Vice President, said that
the SSE's investor education work should be geared to
the changing conditions so as to fully adapt to the
market's structural change, and make efforts to serve
the market's development and reform in the new
situation in four aspects. In 2021, the SSE will, according
to the unified deployment of the CSRC Party Committee,
continue to serve as the market organizer, manager and
service provider, reinforce investor protection
throughout all the work of the reform and opening-up
and the innovative development of the SSE market.
Efforts will focus on the following four aspects.

First, focus will be on information disclosure in building
the SSE STAR Market according to the requirements of
the reform of registration-based IPO system.
Meanwhile, the responsibilities of issuers and
intermediaries will be strictly fulfiled for the quality
control of listed companies and the protection of
investors' basic rights and interests. Second, investor
protection will be stressed throughout the daily frontline
regulation. The SSE will urge listed companies to fulfill
the obligation of information disclosure, implement the
regular delisting system, deal with abnormal securities
transactions according to law, and prevent and control
the systematic risk of the market, in order to
continuously protect the investors' rights and interests.
Third, the SSE will enhance investor protection work and

help investors enhance the awareness and ability of self-
protection by taking advantage of the investor education
base, the service platforms and other platforms of the
SSE. Fourthly, it will coordinate with other sectors to
earnestly implement the investor protection system as
stipulated in the securities law, including investor
suitability management, cash dividend distribution of
listed companies, compensation in advance, litigation of
securities representatives and order of repurchase for
fraud issuance.

Highlights of Shanghai Stock Exchange Investor
Protection in 2020

In 2020, under the leadership of the CSRC Party
Committee, the SSE took the opportunity of
implementing the new securities law, focused on serving
high-quality development, strengthening the self-
regulation of the exchange, and preventing risk in key
areas, with many highlights in investor protection. First,
it boosted the high-quality development of the market
and built an ecology in which the investors' rights and
interests were fully protected. The SSE keeps promoting
listed companies to distribute dividends. According to
statistics, a total of 1,165 companies on the SSE main
board distributed cash dividends totaling nearly RMB1
trillion in 2020, with a year-on-year growth of 11%; a total
of 106 companies on the SSE STAR Market distributed
cash dividends totaling RMB8.3 billion, with an average
ratio of dividend of 40%. 15 companies gave out cash
dividends of over RMB100 million. Second, the SSE
implemented the new securities law with better
mechanisms and business rules for investor protection.
The SSE implemented the requirements to "streamline
administration, delegate powers, and improve regulation
and services", revised and updated business rules,
published lists of self-regulation and service in order to
build a system of rules that is concise, clear,
understandable and easy to use, and promoted
transparent regulation. Third, the SSE strengthened the
exchange's self-regulation and cracked down on
violations that harm the investor's rights and interests.
The SSE imposed precise crackdown on the violations
which severely harmed the rights and interests of small
and medium-sized investors and disturbed the market
order, including capital occupation and illegal guarantee.
The SSE reinforced the regulation on trading behavior
and enhanced the inspection of new types of insider
trading and market manipulation as stipulated in the new
securities law. Fourth, the SSE prevented risks in key
fields and improved the market environment that
protects the investors' rights and interests. A total of 9
companies were delisted in 2020, preliminarily forming
a normalized delisting mechanism. The number of the
companies involved in pledge financing, the total market
capitalization under pledge and the balance of pledge
financing in the SSE market dropped obviously
compared with those at the beginning of 2020, while the
overall performance guarantee ratio surged compared

37



J M L

with that at the beginning of 2020. Fifth, the SSE
strengthened and improved investor education, and
enhanced the investors' self-protection ability. In 2020,
the SSE organized more than 800 investor education
events, published over 400 original works of investor
education, and held more than 100 live broadcasts. The
SSE promoted the inclusion of investor education into
the national education system in three dimensions:
colleges, primary and middle schools, and residential
communities. Moreover, the SSE investor service
hotline received more than 50,000 calls from the
investors throughout the year, with a high satisfaction
rate of 99%.
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Information in this update is for general reference only
and should not be relied on as legal advice.

KERABRESFER TR ZERL .

© 2021 JCHM Limited. All rights reserved.

39



