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Financial Conduct Authority of the United Kingdom
Sets Out Proposals to Strengthen its Financial
Promotion Rules for High-Risk Investments

On April 29, 2021, the Financial Conduct Authority of the
United Kingdom (FCA) announced that following
feedback to its Call for Input (CFI) on Consumer
Investment Market which closed on December 15, 2020,
it has published a discussion paper (DP) setting out the
proposals to strengthen its financial promotion rules for
high-risk investments to help retail investors make more
effective decisions.

The DP seeks views on 3 areas where changes could
be made to address harm to consumers from investing
in inappropriate high-risk investments. The 3 areas of
focus are the classification of high-risk investments, the
segmentation of the high-risk investment market and the
responsibilities of firms which approve financial
promotions.

Sheldon Mills, Executive Director, Consumers and
Competition at the FCA stated that the FCA are
concerned that too often consumers are investing in
high-risk investments they do not understand and can
lead to significant and unexpected losses. The FCA has
already taken action by banning the mass-marketing of
speculative mini-bonds. It continues to address harm in
the market through its ongoing supervisory and
enforcement action but recognizes more needs to be
done. The FCA's latest proposals would further reduce
the risk of people taking on inappropriate, high-risk
investments that do not meet their needs.

Preventing harm in the consumer investment market is
a priority for the FCA. Recent research it commissioned
on self-directed investors identified a growing trend of
retail investors choosing to invest in inappropriate high-
risk investments that do not meet their savings goals and
investment needs. This can lead to significant and
unexpected investment losses. The research found that
over 4 in 10 (45%) did not view “losing some money” as
a potential risk of investing.

The DP focuses on 3 main areas where the FCA intends
to strengthen its financial promotion rules to help
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investors make more effective decisions that meet their
savings and investment needs:

The classification of high-risk investments

The FCA's classification of investments determines the
level of marketing restrictions that applies to that
investment. The FCA is seeking views on whether more
types of investments should be subject to marketing
restrictions and what marketing restrictions should
apply, for example for equity shares and Peer-to-Peer
(P2P) agreements.

The current Conduct of Business Sourcebook (COBS) 4
of the FCA breaks investments down into 3 main
classifications:

() Readily Realizable Securities (RRSs) which can
generally be marketed to retail investors without
restrictions under the FCA's financial promotion
rules, such as listed or exchange traded securities;

(ii) Non-readily Realizable Securities (NRRSs) and P2P
agreements which are subject to restrictions on
direct offer financial promotions, such as unlisted
securities like shares or bonds purchased through a
crowdfunding platform and P2P loans; and

(iii) Non-mainstream Pooled Investments (NMPIs) and
Speculative llliquid Securities (SISs) that cannot be
mass-marketed to retail investors as they are of high
risk and often complex and difficult for investors to
understand, examples include mini-bonds where
funds raised are used to make loans to other
companies.

In addition to seeking views on whether the current
classification of the investments need to be changed, the
FCA noted that the rules on SIS do not cover shares in
companies other than preference shares, such that
loopholes were created for companies to raise capital for
speculative purposes with ordinary shares. As such, the
FCA suggested inclusion of equity shares as a type of
security that can be a SIS, thus equity shares could also
be subject to the mass-marketing ban, thereby avoiding
ordinary shares from becoming an easy arbitrage route
for fundraising activities by issuers for highly risky and
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opaque activities that are akin to unregulated collective
investment schemes.

Currently, P2P agreements are specifically excluded
from the SIS rules but are subject to the requirements
for direct offer financial promotions in COBS 4.7.
However, if, P2P agreements, for example, involve a
loan to a property developer, they would have similar
features to SIS and there is the possibility of arbitrage
as P2P agreements could still be mass-marketed.
Hence, the FCA is also seeking views on whether
current requirements for P2P platforms are adequate or
extension of the mass-marketing ban to P2P
agreements that have relevant features of a SIS.

Further segmenting the high-risk investments market

The FCA is concerned that despite its existing marketing
restrictions, too many consumers are still investing in
inappropriate high-risk investments which do not meet
their needs. Therefore, the FCA plans to strengthen its
rules to further segment high-risk investments from other
investments and is seeking views on how best to
achieve this.

The FCA is considering what improvements could be
made to risk warnings, which are often perceived as
white noise to many investors and often do not convey
the genuine possibility of an investment loss. Other
suggestions in the DP include requiring consumers to
watch educational videos or to pass an online test to
demonstrate sufficient knowledge about financial
products. This could help prevent consumers from
simply clicking through and accessing high-risk
investments that they do not understand.

The approval of financial promotions

Authorized firms which approve financial promotions for
unauthorized persons (Section 21 approvers) play a key
role in ensuring those promotions meet the standards
the FCA expects. The FCA is seeking views on whether
there should be more requirements for these firms to
monitor a financial promotion on an ongoing basis, after
approval, to ensure it remains clear, fair and not
misleading. In particular, the FCA addressed and invited
views on the ongoing monitoring obligations of the
Section 21 approvers, as well as their involvement in
client categorization and preliminary suitability
assessments.

The FCA is inviting feedback on the DP by July 1, 2021.
It will consider the feedback received alongside further
analysis and testing, and intends to consult on rule
changes later this year. The feedback received is
important to help it understand what is feasible for firms
to implement, how to strike the right balance between
protecting consumers and consumers taking

responsibility for their own actions, and identifying any
unintended consequences of these changes.

The FCA will publish a full response to its CFl on
consumer investments, alongside the next steps on its
wider consumer investments strategy, later in the year.

Remarks

Financial product and investment promotion integrity is
at the core of a jurisdiction’s financial system. Amidst the
increasing digitalization of the financial services sector,
the prevalent use of social media in promoting financial
products may become a concern of the regulators.

In Hong Kong, for instance, the suitability requirements
set out in paragraph 5.2 of the Code of Conduct for
Persons Licensed by or Registered with the Securities
and Futures Commission (SFC) have not been subject
to substantive review since 2018 (except for guidelines
regarding online distribution and advisory platforms in
2020). Relevant rules under the Companies (Winding
Up and Miscellaneous Provisions) Ordinance (Cap. 32
of the Laws of Hong Kong), Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) and
SFC'’s guidelines for marketing of collective investment
scheme also have not been reviewed for a long time.

Recently in Hong Kong, there have been various news
regarding social media ramp-and-dump scams, and
criminal actions were taken against ringleaders while
restriction notices were issued to brokers. In such cases,
the know your client (KYC) and due diligence practices
of the SFC licensed/registered persons may need to be
reinforced by enhanced guidelines. With reference to the
FCA's DP, the SFC may consider looking into
categorizing certain high-risk investments for enhanced
regulation. More and brighter risk alerts may be required
by reference to different circumstances to ensure
investors are provided with appropriate investment
products.

On regulation over collective investment schemes (CIS),
the Hong Kong and English provisions regarding CIS are
similar, such that the definition of CIS may be revisited
from time to time to allow it to cover new activities and
products in the market that try to evade the SFC’s
supervision on mass-marketing. Rules for compulsory
inclusion of risk warning of financial products may also
need to be strengthened to ensure clear, prominent and
concise risk warnings are also provided to promotion of
products through social media. However, regulators
should always strike a balance between the potential
benefits of increased transparency for consumer
understanding and the risk of oversimplification of the
multifaceted and complex risk of the products.

In the wake of the COVID-19 pandemic, increasing
varieties of non-traditional fundraising activities are
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emerging. It is high time to review the practical
implementation of the fundamental principles and rules
governing the regulation of investment promotion in
Hong Kong.
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https://www.fca.org.uk/publication/discussion/dp21-1.pdf

https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/enforcement-news/doc?refNo=21PR37
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=21PR28
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=21PR19
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=21PR15

The Stock Exchange of Hong Kong Limited
Announces the Cancellation of Listing of REXLot
Holdings Limited (In Ligquidation) (Stock Code: 555)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on May 6, 2021 that the listing of
the shares of REXLot Holdings Limited (In Liquidation)
(REXLot) will be cancelled with effect from 9:00 am on
May 10, 2021 under Rule 6.01A of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (Listing Rules).

Trading in REXLot's securities has been suspended
since April 1, 2019. Under Rule 6.01A, the Exchange
may delist REXLot if trading does not resume by
September 30, 2020.

REXLot failed to fulfil all the resumption guidance set by
the Exchange and resume trading in its securities by
September 30, 2020. On November 20, 2020, the Listing
Committee decided to cancel the listing of REXLot's
shares on the Exchange under Rule 6.01A.

On December 2, 2020, REXLot sought a review of the
Listing Committee’s decision by the Listing Review
Committee. On April 27, 2021, the Listing Review
Committee upheld the decision of the Listing Committee
to cancel REXLot's listing. Accordingly, the Exchange
will cancel REXLot’s listing with effect from 9:00 am on
May 10, 2021.

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

The Exchange advises shareholders of REXLot who
have any queries about the implications of the delisting
to obtain appropriate professional advice.
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The Stock Exchange of Hong Kong Limited
Implements Disciplinary Action against Six
Directors of Youyuan International Holdings Limited
(delisted, previous Stock Code: 2268)

The Stock Exchange of Hong Kong Limited (the
Exchange) announced on May 13, 2021 that it has
issued the statement of disciplinary action in relation to
the disciplinary action against six directors of Youyuan
International Holdings Limited (delisted, previous Stock
Code: 2268).

Sanctions

The Listing Committee of the Exchange (Listing
Committee):

CENSURES

(1) Mr. Ke Wen Tuo (Mr. W Ke);

(2) Mr. Ke Ji Xiong (Mr. J Ke);

(3) Mr. Cao Xu (Mr. Cao);

(4) Ms. Lian Bi Yu (Ms. Lian);

(5) Mr. Zhang Guo Duan (Mr. G Zhang); and
(6) Mr. Zhang Dao Pei (Mr. D Zhang),

the current and former directors (Relevant Directors) of
Youyuan International Holdings Limited
(delisted, previous Stock Code: 2268) (Company)

AND STATES that, in the Exchange's opinion, by
reason of the Relevant Directors’ wilful and/or persistent
failure to discharge their responsibilities under the
Exchange Listing Rules, had the Company remained
listed, their retention of office would have been
prejudicial to the interests of investors.

Summary of Facts

Each of the Relevant Directors has provided to the
Exchange a Declaration and Undertaking with regard to
Directors (Undertaking) in the form set out in Appendix
5B to the Listing Rules. The Undertaking provides that,
among other things, they shall: (i) cooperate in any
investigation conducted by the Listing Division (Division)
and/or the Listing Committee; (ii) promptly and openly
answer any questions addressed to them; and (iii)
provide their up-to-date contact details to the Exchange
for a period of three years from the date on which they
cease to be a director of the Company, failing which any
documents/notices sent by the Exchange shall be
deemed to have been served on them.

The Division sought to conduct an investigation into
whether the Relevant Directors had breached the Listing
Rules (Investigation). For the purpose of the
Investigation, investigation letters and reminder letters
were sent by the Division to the Relevant Directors’
correspondence and email addresses. Mr. D Zhang
confirmed that he had received the Division’'s
correspondence during a telephone call with, and in an
email to, the Division. However, he did not provide any
submission to the Division despite repeated reminders.
The remaining Relevant Directors did not respond to the
enquiries made by the Division, nor did they notify the
Exchange of any changes to their contact details.

Listing Committee’s Findings of Breach

The Listing Committee found as follows: (1) The
Relevant Directors breached their Undertakings by
failing to cooperate with the Division in its investigation,
which constitutes a breach of the Listing Rules. The
Relevant Directors’ obligation to provide information
reasonably requested by the Exchange does not lapse
after they cease to be a director of the Company (as the
case may be); and (2) The Relevant Directors’ breach of
their Undertakings is serious and their conduct shows
their willful and/or persistent failure to discharge their
responsibilities under the Listing Rules.

Conclusion

The 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 Relevant Directors,
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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
Announces the Launch of Grant Scheme for Open-
ended Fund companies and Real Estate Investment
Trusts

On May 10, 2021, the Securities and Futures
Commission of Hong Kong (SFC) announces the
implementation of the Government's grant scheme to
subsidize the setting up of open-ended fund companies
(OFCs) and real estate investment trusts (REITS) in
Hong Kong. The Financial Secretary of Hong Kong
announced the scheme in the 2021-22 Budget Speech
on February 24, 2021 and the Government has allocated
funding of HK$270 million to the scheme.

For OFCs successfully incorporated in or re-domiciled to
Hong Kong and SFC-authorized REITs successfully
listed on the Stock Exchange of Hong Kong Limited, the
scheme covers 70% of eligible expenses paid to Hong
Kong-based service providers, subject to a cap of HK$1
million per OFC and HK$8 million per REIT.

“By encouraging a broader range of investment vehicles,
the grant scheme will reinforce Hong Kong’s role as a
leading capital raising venue and its status as an
international asset and wealth management center,”
said Mr. Ashley Alder, the SFC’s Chief Executive Officer.

The scheme will operate for three years and is open for
applications starting May 10, 2021 on a first-come-first-
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served basis. Details, including the eligibility criteria and
application process, are set out in the Attachment.

The SFC also published frequently asked questions to
provide guidance to the industry together with the grant
application forms.

Investment managers are welcome to consult the SFC
about the scheme before making an application.
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Hong Kong Market Misconduct Tribunal Sanctions
China Medical & HealthCare Group Limited and its
Directors for Late Disclosure of Inside Information

On May 12, 2021, the Market Misconduct Tribunal of
Hong Kong (MMT) has fined China Medical &
HealthCare Group Limited, formerly known as COL
Capital Limited (COL), and six of its former and current
directors a total of HK$4.2 million for failing to disclose

inside information as soon as reasonably practicable
following proceedings brought by the Securities and
Futures Commission of Hong Kong (SFC).

Among the sanctioned directors, Mr. Wong Peng Chong
(Wong), former executive director, and Mr. Kong Muk
Yin (Kong), current executive director, were disqualified
from being a listed company director by the MMT for
eight and six months, respectively. Wong was an
executive director of COL at the material times. He was
re-designated as a non-executive director of COL on
September 1, 2018.

The rest of the sanctioned directors are: Ms. Chong Sok
Un (Chong), executive director and former chairman, Mr.
Zhang Jian (Zhang), independent non-executive
director, Mr. Ma Wah Yan (Ma) and Mr. Lau Siu Ki (Lau),
both former independent non-executive directors.

The proceedings were brought by the SFC under section
3071 of the Securities and Futures Ordinance against
COL and the six directors. Listed corporations are
required by the law to disclose inside information that
has come to their knowledge as soon as reasonably
practicable. Timely disclosure of inside information is
central to the orderly operation of the market and
underpins the maintenance of a fair and informed
market. COL was listed on the Main Board of The Stock
Exchange of Hong Kong Limited on August 1, 1991 and
its name was changed to China Medical & HealthCare
Group Limited on February 29, 2016. Wong was fined
HK$900,000; COL, Chong and Kong were each fined
HK$800,000; Zhang, Ma and Lau were each fined
HK$300,000.

COL and the six sanctioned directors admitted that the
information relating to the profits made from COL’s
position in ChinaVision Media Group Limited
(ChinaVision), now known as Alibaba Pictures Group
Limited, the overall profit figures for March 2014 and the
profit for the nine months ended March 2014, as well as
significant gains from COL'’s investment trading in the
shares of ChinaVision, came to their knowledge in April
2014. However, the information was not made public
until September 10, 2014 when a positive profit alert was
published in relation to the company’s financial
performance for the year ended June 30, 2014.

The six former and current directors also admitted that
their negligent conduct had resulted in COL'’s breach of
the requirements of the corporate disclosure regime.

The MMT further ordered that:
e COL and the six former and current directors to pay

the SFC’s investigation and legal costs, as well as
the costs of the MMT proceedings; and
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e they attend an SFC-approved training program on
the corporate disclosure regime, directors’ duties
and corporate governance.
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Source &jR:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=21PR48

U.S. Commodity Futures Trading Commission
Issues Order of Registration to Mercado Mexicano
de Derivados, S.A. de C.V., to Permit Trading by
Direct Access from the U.S.

On May 5, 2021, the U.S. Commodity Futures Trading
Commission (CFTC) announced that it has issued an
Order of Registration to Mercado Mexicano de
Derivados, S.A. de C.V. (MexDer), a Foreign Board of
Trade (FBOT) located in Mexico, and a subsidiary of the
Mexican Stock Exchange Group.

Under the order, MexDer's members and other U.S.
participants may enter orders directly into its trade
matching system. MexDer satisfied CFTC requirements
for FBOT registration by demonstrating, among other
things, that it possesses the attributes of an established,
organized exchange. It is subject to comprehensive
oversight by its home country regulator whose
supervision is comparable to that which the CFTC
applies in its oversight of designated contract markets.

With the addition of MexDer, there are 23 FBOTs
currently registered with the CFTC.

(EFLBEXSE R4S E Mercado Mexicano de
Derivados, S.A. de CV.&xH3MeaSMUAeTHEREE
XE#HTRKS
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RE&E 7N MexDer, BE[H 23/ FBOT jxff}-F CFTC,

Source Ej&:
https://cftc.gov/PressRoom/PressReleases/8386-21

U.S. Securities and Exchange Commission Charges
Under Armour Inc. With Disclosure Failures

On May 3, 2021, the U.S. Securities and Exchange
Commission  (SEC) charged sports apparel
manufacturer Under Armour Inc. with misleading
investors as to the bases of its revenue growth and
failing to disclose known uncertainties concerning its
future revenue prospects. Under Armour has agreed to
pay US$9 million to settle the action.

According to the SEC's order, by the second half of 2015,
Under Armour's internal revenue and revenue growth
forecasts for the third and fourth quarters of 2015 began
to indicate shortfalls from analysts' revenue estimates.
The order finds, for example, that the company was not
meeting internal sales projections for North America,
and warm winter weather was negatively impacting
sales of Under Armour's higher-priced cold weather
apparel. The order further finds that in response, for six
consecutive quarters beginning in the third quarter of
2015, Under Armour accelerated, or "pulled forward," a
total of $408 million in existing orders that customers
had requested be shipped in future quarters. As stated
in the order, Under Armour misleadingly attributed its
revenue growth during this period to various factors
without disclosing to investors material information
about the impacts of its pull forward practices. The order
finds that Under Armour failed to disclose that its
increasing reliance on pull forwards raised significant
uncertainty as to whether the company would meet its
revenue guidance in future quarters. According to the
order, using these undisclosed pull forwards, Under
Armour was able to meet analysts' revenue estimates.

The SEC's order finds that Under Armour violated the
antifraud provisions of Section 17(a)(2) and (3) of the
Securities Act of 1933, as well as certain reporting
provisions of the federal securities laws. Without
admitting or denying the findings in the SEC's order,
Under Armour agreed to cease and desist from further
violations and to pay a US$9 million penalty.

XEIHRHERSAHIEERRKIEHE Under Armor Inc.
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Source Ej&:
https://www.sec.gov/news/press-release/2021-78

U.S. Securities and Exchange Commission Charges
Broker-Dealer for Failures Related to Filing
Suspicious Activity Reports

On May 12, 2021, the U.S. Securities and Exchange
Commission (SEC) announced settled charges against
GWEFS Equities Inc. (GWFS), a registered broker-dealer
and affiliate of Great-West Life & Annuity Insurance
Company, for violating the federal securities laws
governing the filing of Suspicious Activity Reports
(SARs). GWFS provides services to employer-
sponsored retirement plans.

According to the SEC’s order, from September 2015
through October 2018, GWFS was aware of increasing
attempts by external bad actors to gain access to the
retirement accounts of individual plan participants. The
order further finds that GWFS was aware that the bad
actors attempted or gained access by, among other
things, using improperly obtained personal identifying
information of the plan participants, and that the bad
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actors frequently were in possession of electronic login
information such as user names, email addresses, and
passwords.

Broker-dealers are required to file SARs for certain
transactions suspected to involve fraudulent activity or a
lack of an apparent business purpose. The guidance for
preparing SARs from the U.S. Treasury Department’s
Financial Crimes Enforcement Network (FInCEN) states
that in order to be effective tools for law enforcement and
fulfill their intended purpose, SAR narratives should
include “the five essential elements of information — who?
what? when? where? and why? — of the suspicious
activity being reported.” The order finds that GWFS
failed to file approximately 130 SARs, including in cases
when it had detected external bad actors gaining, or
attempting to gain, access to the retirement accounts of
participants in the employer-sponsored retirement plans
it serviced. Further, for nearly 300 SARs that GWFS did
file, the order finds that GWFS did not include the “five
essential elements” of information it knew and was
required to report about the suspicious activity and
suspicious actors, including cyber-related data such as
URL addresses and IP addresses.

The SEC’s order notes that significant cooperation by
GWFS with the SEC's investigation and subsequent
remedial efforts were taken into account in the
determination to accept the company’s settlement offer.
The remedial efforts included adding dedicated anti-
money laundering (AML) staff and systems, replacing
key personnel, clarifying delegation of responsibility for
filing SARs, and implementing new SAR-related policies,
procedures, standards, and training.

The SEC's order finds that GWFS violated Section
17(a) of the Securities Exchange Act and Rule 17a-8
thereunder. Without admitting or denying the SEC'’s
findings, GWFS agreed to a settlement that imposes a
US$1.5 million penalty, a censure, and an order to
cease and desist from future violations.
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Source Ej&:
https://www.sec.gov/news/press-release/2021-82

U.S. Securities and Exchange Commission
Approves Registration of First Security-Based Swap
Data Repository; Sets the First Compliance Date for
Regulation SBSR

On May 7, 2021, the U.S. Securities and Exchange
Commission (SEC) announced that it has approved the
registration of its first security-based swap data
repository (SDR). With the registration of DTCC Data
Repository (U.S.), LLC (DDR), the security-based swap
market now has the first SDR that can accept
transaction reports. DDR intends to operate as a
registered SDR for security-based swap transactions in

10
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the equity, credit, and interest rate derivatives asset
classes.

The SEC action sets November 8, 2021, as the first
compliance date for Regulation SBSR - Reporting and
Dissemination of Security-Based Swap Information
(Regulation SBSR), which governs regulatory reporting
and public dissemination of security-based swap
transactions. Regulation SBSR is a key component of
the security-based swap regulatory regime established
by Title VIl of the Dodd-Frank Wall Street Reform and
Consumer Protection Act. Regulation SBSR provides for
the reporting of security-based swap information to
registered SDRs and for public dissemination of
transaction, volume, and pricing information.

Under Regulation SBSR, the November 8, 2021
compliance date represents the first Monday that is the
later of: (1) six months after the May 7, 2021 registration
date for the first SDR that can accept transaction reports
in a particular asset class; or (2) one month after the
October 6, 2021, compliance date for registration of
security-based swap entities.
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Singapore Exchange Regulation, NUS Business
School, KPMG in Singapore Study Shows ESG,
Particularly Climate, Important in Key Financial
Institutions’ Asset Allocation, Lending and
Underwriting

Asia’s leading Financial institutions (FIs) in Singapore
place significant importance on Environmental, Social
and Governance (ESG) performance, with a heavy
focus on climate considerations. Majority of them said
they evaluate clients’ sustainability disclosures,
especially in the environmental factors of energy, water,
waste and effluents, as part of their decision-making
process. This is among findings from a joint study by
Singapore Exchange Regulation (SGX RegCo), the
National University of Singapore (NUS) Business
School's Centre for Governance and Sustainability
(CGS) and KPMG in Singapore on “Perspectives of
Financial institutions on Sustainability Disclosures”.

Fls interviewed said the motivation for greater emphasis
on clients’ sustainability reporting stemmed from rising
stakeholder expectations especially from investors and
regulators, increased government and tax incentives,
the regulatory framework and Singapore’s sustainable
business-friendly environment. All of the Fls interviewed
said they are evolving their processes to fully integrate
sustainability into their investment strategy by 2030, in
recognition of the critical role they play in moving the
sustainability agenda through their allocation of capital.
This includes the importance placed on governance of
sustainability, such as their Boards having oversight on
sustainability-related matters in their organizations.
Almost all of these Fls also evaluate and monitor non-
financial risks.

Participants in the study wanted the current quality and
quantity of ESG disclosures to be strengthened, with
consistency across and within industries for easy
comparison. In particular, FIs interviewed also
highlighted the need for capacity building,
recommending that corporates and FIs deepen their
understanding and disclosures of climate-related risks
and opportunities.

Participants were members of the Green Finance
Industry Taskforce. Findings from the study were
gathered via a survey and focus group discussions.

The study also suggested that governments and

regulators could facilitate better disclosures, including
providing guidance on the right kind of data to report, as

11
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well as providing capacity building support on top of
financial incentives.

“This study is important in shaping the work-plan for
SGX RegCo as our listed companies become more
accustomed to sustainability reporting. We see our role
as guiding the distillation of key information so that
challenges in ESG reporting — namely, quantification,
comparability and harmonization - can be addressed.
Our next step will be to review how companies are doing
on the sustainability reporting front three years since it
was mandated. We intend thereafter to enhance our
sustainability reporting rules to help listed companies
better address increasing and more immediate interest
around climate-related information,” said Tan Boon Gin,
CEO of SGX RegCo.

Associate Professor Lawrence Loh, Director, Centre for
Governance and Sustainability at NUS Business School,
said, “Financial institutions are the vanguards in moving
the entire business ecosystem. This report is a pre-
cursor for the Singapore Green Plan 2030, particularly
the Green Economy pillar. In disclosing ESG aspects,
listed companies need to emphasize capacity building at
the company level, including improving systems and
structure, as well as capability development at the
professional level, including honing skills and
mindsets.”

“Connecting Environmental, Social and Governance
(ESG) data points with financial information can provide
unexpectedly powerful insights into the current state of
an organization, while challenging us to ask hard
questions of its future state. The study validates that
financial institutions in Singapore are using ESG
indicators as proxies to assess credit worthiness and
determine asset value. Corporates should capitalize on
this, prioritizing the need to build internal capabilities and
working with advisors where apt, to drive deeper
sustainability agendas that can position themselves
strategically for growth. Reporting efforts should be
aimed at building trust and credibility, holding up well
against SGX’s guidelines and global standards, industry
best practices, and in alignment with the expectations of
stakeholders,” said Cherine Fok, Director, Sustainability
Services and KPMG Impact, at KPMG in Singapore.
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Financial Conduct Authority of the United Kingdom
Fines Sapien Capital Ltd for Serious Financial
Crime Control Failings in Relation to Cum/ex
Trading

This is the first Financial Conduct Authority (FCA) case
in relation to cum/ex trading, dividend arbitrage and
withholding tax (WHT) reclaim schemes. There are
currently a number of ongoing and overlapping
investigations.

The FCA announced on May 6, 2021 that, between
February 10, 2015 and November 10, 2015 Sapien
failed to have in place adequate systems and controls to
identify and mitigate the risk of being used to facilitate
fraudulent trading and money laundering in relation to
business introduced by the Solo Group.

The Solo trading was characterized by what appeared
to be a circular pattern of extremely high value trades
undertaken to avoid the normal need for payments and
delivery of securities in the settlement process. The
trading pattern involved the use of Over the Counter
(OTC) equity trading, securities lending and forward
transactions, involving EU equities, on or around the last
day securities were cum dividend.

The FCA investigation found no evidence of change of
ownership of the shares traded by the Solo clients, or
custody of the shares and settlement of the trades by the
Solo Group.

The way these trades were conducted by the Solo
Group and their clients, in combination with their scale
and volume, were highly suggestive of financial crime,
and appear to have been undertaken to create an audit
trail to support withholding tax reclaims in Denmark and
Belgium.

Sapien executed purported OTC equity trades to the
value of approximately £2.5 billion in Danish equities
and £3.8 billion in Belgian equities.

In addition, Sapien failed to exercise due skill, care and
diligence in applying anti-money laundering policies and
procedures and in failing properly to assess, monitor and
mitigate the risk of financial crime in relation to clients
introduced by the Solo Group and the purported trading.
Sapien did not undertake appropriate due diligence and
failed to perform effective risk assessments on the Solo
clients.

Mark Steward, Director of Enforcement and Market
Oversight, stated: 'These transactions ran money
laundering and other financial crime risks which Sapien
incompetently failed to see.

‘The FCA expects firms have systems and controls that
test the purpose and legitimacy of transactions,
reflecting skepticism and alertness to the risk of money
laundering and financial crime, and failures here
constitute serious misconduct.'

As Sapien agreed to resolve all issues of fact and liability
and entered a Focused Resolution Agreement, under
the Authority’s executive settlement procedures, it
qualified for a 30% discount. The amount was further
reduced from £219,100 to reflect Sapien’s serious
financial hardship.

The publication of this Final Notice is part of a range of
measures taken in connection with cum/ex dividend
arbitrage cases, and WHT schemes. This has involved
the proactive engagement with EU regulators and global
law enforcement.

The FCA's investigation into the involvement of UK
based brokers in cum/ex dividend arbitrage schemes is
continuing.
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Australian Securities and Investments Commission
Commences Civil Proceedings against Westpac for
Insider Trading

Australian Securities and Investments Commission
(ASIC) has, May 5, 2021, commenced proceedings in
the Federal Court against Westpac Banking Corporation
(Westpac) for insider trading, unconscionable conduct
and breaches of its Australian financial services licensee
obligations.

The allegations relate to Westpac's role in executing a
US $12 billion interest rate swap transaction with a
consortium of AustralianSuper and a group of IFM
entities (Consortium). The transaction occurred on
October 20, 2016 and was associated with the
privatisation of a majority stake in the electricity provider
Ausgrid by the NSW government. The transaction
remains the largest interest rate swap transaction
executed in one tranche in Australian financial market
history.

At about 7am on October 20, 2016, the Consortium
signed an agreement with the NSW Government for the
acquisition of Ausgrid.

ASIC alleges that by about 8:30am on October 20, 2016,
Westpac knew, or believed, it would be selected by the
Consortium to execute the interest rate swap transaction
on that morning. ASIC alleges this was inside
information. When the market opened at 8:30am, whilst
in possession of the alleged inside information,
Westpac's traders acquired and disposed of interest rate
derivative products in order to pre-position Westpac in
anticipation of the execution of the swap transaction.

ASIC alleges that Westpac's trading occurred while it
was in possession of information that was not generally
available to other market participants including those
that traded with Westpac that morning. Prohibitions
against insider trading are a fundamental tenet of market
integrity.

The Consortium, via a special purpose vehicle, executed
the interest rate swap transaction with Westpac at
10:27am.

ASIC alleges that Westpac's trading on the morning of
October 20, 2016 had the potential to impact the price of
the swap transaction to the detriment of the Consortium
or the special purpose vehicle.

In addition to the insider trading allegation, ASIC also
alleges that the circumstances surrounding Westpac'’s
trading on the morning of October 20, 2016, including its
failure to provide to the Consortium full and informed
disclosure about its intention to pre-position its trading
books prior to and with notice of the execution of the
swap transaction, amounted to unconscionable conduct.

ASIC is committed to improving market practices in the
institutional and Fixed Income, Currency and
Commodities (FICC) markets. This matter serves as an
important reminder that the insider trading prohibitions
apply equally across all financial markets.

ASIC is seeking declarations and pecuniary penalties for
Westpac's alleged contraventions s1043A of the
Corporations Act and s12CB of the ASIC Act, a
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declaration for Westpac’'s alleged contravention of
s912A of the Corporations Act, and ancillary orders.
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Australian Securities and Investments Commission
Takes Court Action to Wind-up PE Capital Funds
Management Ltd and Managed Investment Schemes

ASIC has commenced proceedings in the Federal Court
in Brisbane against PE Capital Funds Management Ltd
(PE Capital Funds Management) alleging misconduct in
relation to the operation of managed investment
schemes.

Following an investigation, ASIC alleges that PE Capital
Funds Management:

e operated the following unregistered managed
investment schemes (the Unregistered Schemes) in
circumstances where these unregistered schemes
should be registered:

o0 PE Capital Property Development Opportunities
Fund (P1 Fund);

o0 PE Capital Property Development Opportunities
Fund (P3 Fund);

0 PE Capital Asia Wholesale Diversified Income
Fund; and

o0 PE Capital Asia Wholesale Opportunities Fund.

e issued interests in the unregistered schemes
without an Australian Financial Services Licence
(AFSL) or under a valid authorisation from an AFSL
holder;

e held itself out as being a corporate authorised
representative with the authority to issue information
memoranda for, and units in, two unregistered
schemes and various PE Capital special purpose
vehicle trusts when it did not have such authority;
and

engaged in misleading and deceptive conduct by
making statements in  Product Disclosure
Statements (PDSs) for registered schemes
regarding investment strategy and asset security.

ASIC is seeking orders from the Federal Court to:

e wind-up PE Capital Funds Management and its
registered and unregistered schemes; and
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e oObtain declarations that PE Capital Funds
Management has acted in contravention of the
Corporations Act and/or the ASIC Act.

ASIC's investigation is continuing.
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Shenzhen Stock Exchange Releases Business
Guidelines for Review of Stock Issuance and Listing
on the ChiNext Board No. 1 — On-site Supervision of
Sponsorship Business

On April 30, 2021, Shenzhen Stock Exchange (SZSE)
released the Business Guidelines for Review of Stock
Issuance and Listing on the ChiNext Board No. 1 — On-
site  Supervision of Sponsorship Business (the
Guidelines for On-site Supervision or the Guidelines). It
is a concrete measure adopted by SZSE to
conscientiously implement the requirements of the
new Securities Law, refine the basic systems of the
market, and ensure high-quality operation of the
registration-based IPO system on the ChiNext Board. It
is also a useful exploration in putting in place the working
philosophy of being open-minded, transparent, honest
and impartial, standardizing on-site supervision,
strengthening performance of information disclosure
duties, and improving information disclosure quality.

The Guidelines for On-site Supervision, which has been
formulated based on the practice of the registration-
based IPO system pilot, aims to institutionalize and
standardize on-site supervision. First, it sticks to the
law- and market-based direction to ensure openness
and transparency. Centering on the needs of market
entities, the Guidelines has defined the applicable
scope of supervision, methods of supervision, duration
of supervision, application of results and other market
concerns, in an effort to refine the basic systems of the
market and foster a stable and foreseeable market
environment. Second, it focuses on the “critical
minority” and the practice quality of
intermediaries. By monitoring and inspecting the
practice of sponsors and securities service agencies, it
can improve issuers’ information disclosure quality and
urge sponsors and securities service agencies to fully
fulfill their review duties. Third, it adheres to being
problem- and risk-oriented and reflects importance,
precision and
professionalism. The Guidelines focuses on important
events that affect issuance and listing conditions, to
make regulation more precise and targeted and ensure
on-site supervision is objective, impartial, independent
and efficient.

The Guidelines for On-site Supervision has specified
the objects of on-site supervision and their determination
criteria and situations leading to termination, the
obligation of relevant entities such as sponsors to
cooperate in the supervision, the procedures, methods
and results handling of on-site supervision, subsequent
oversight of re-declared projects, connection to on-site
inspection, etc. Specifically, first, it has clearly defined
the objects of on-site supervision and their
determination methods. The objects of on-site
supervision will be mainly sponsors. They may also
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include securities service agencies such as accounting
firms when necessary. The objects of on-site
supervision will be determined by two ways, problem
orientation and random drawing. Second, it has laid
down the on-site supervision requirements for
rejected projects and withdrawn projects in their re-
declaration. If a rejected project is re-declared within 12
months and it still has relevant problems, on-site
supervision will be initiated after the application is
accepted. Regarding a project that is withdrawn due to
supervision and re-declared, if the project applies for
withdrawal before the supervision team enters the site
and re-declares within 12 months after withdrawal, on-
site supervision will be initiated after the application is
accepted. Third, it has provided the reference scope
of on-site supervision. Besides ChiNext Board IPO
sponsorship business, the refinancing by ChiNext
Board-listed companies, board changing sponsorship
business of NEEQ-listed companies, and independent
financial consulting business on major assets
restructuring also have been included into the scope of
on-site supervision. Fourth, it has laid out the
situations leading to continuous review and the
regulatory requirements on withdrawn
projects. Projects that have passed on-site supervision
without any abnormal condition found will continue
review procedures. The issuer who withdraws the
application for stock issuance or listing or the sponsor
who withdraws sponsorship may still be subject to work
measures, self-disciplinary regulation measures or
disciplinary punishment according to regulations.

On-site supervision is a critical link in the regulation
chain of issuance and listing review and an important
institutional arrangement to ensure stable and sustained
implementation of the registration-based IPO system
reform. As at April 30, 2021, SZSE organized on-site
supervision on 44 projects. IPO projects that already

went through on-site supervision accounted for about 7%

of the total number of IPO applications. Together with
review and inquiry, on-site supervision has formed
effective regulatory deterrence. Next, SZSE will
continue to practice the principles of “system building,
non-intervention, and zero tolerance”, and follow the
requirements of standing in awe of the market, rule of
law, professionalism and risks and pooling the efforts of
all sides to develop the capital market. SZSE will do a
good job in guarding the market access by adhering to
take information disclosure as the center, and further
urge sponsors and securities service agencies to fully
perform their duties. SZSE will give full play to its role as
the “gatekeeper” of the capital market, and work with
market participants to improve the quality of listed
companies and maintain healthy development of the
market.
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Shenzhen Stock Exchange Improves Review
Procedures for Mergers and Acquisitions on
ChiNext Board

On April 30, 2021, Shenzhen Stock Exchange (SZSE)
revised the Rules Governing the Review of Major Asset
Restructuring of Listed Companies on the ChiNext
Board and the Measures on Administration of the Listing
Committee of the ChiNext Board and solicited public
opinions, in an effort to conscientiously implement
the Opinions of the State Council on Further Improving
the Quality of Listed Companies, improve review
procedures for mergers and acquisitions (M&A) under
the pilot project of the registration-based IPO system of
the ChiNext Board and better play the role of M&A in
improving the quality of listed companies.

Since the implementation of the pilot project of the
registration-based IPO system of the ChiNext Board,
SZSE has endeavored to establish open, transparent
and predictable review procedures in the direction
towards marketization and legal compliance and based
on three principles of respecting basic implications of the
registration-based IPO system, drawing on international
best practices and reflecting Chinese Characteristics
and development stage as well as the reform
characteristics of current markets, so as to ensure
smooth review of M&A on the ChiNext Board and
stronger sense of gain of market players.

First, strictly controlling the quality of review of M&A with
the focus on information disclosure. In view of financial
indicator abnormality of some M&A subjects, SZSE has
effectively formed regulatory deterrence and
continuously urged listed companies to improve
information disclosure through stepping up efforts in
targeted inquiry, consulting industrial experts,
requesting on-site supervision, taking self-regulation
measures and other methods. By April 30, 2021, SZSE
conducted on-site supervision of independent financial
advisers for three M&A applications, took self-regulation
measures against two independent financial advisers
and one listed company and issued a letter of regulatory
concern to two independent financial advisers. Of
particular note, six companies withdrew and terminated
transactions.

Second, working hard to raise review efficiency and
enhance the sense of gain of enterprises in reform.
While strictly ensuring review quality, SZSE kept
improving review efficiency through streamlining M&A
review process, proactively supported the listing of
eligible subjects of M&A and constantly enhanced the
sense of gain of enterprises in reform. By April 30, 2021,
eight M&A applications have passed SZSE's review and
another seven M&A applications have been registered
and become effect.

Third, sticking to transparent reform and clarifying
market expectations. Through review information
disclosure website and SZSE Service APP, the whole
chain of review standards, processes, results and
regulatory measures have been made known to the
public, and the whole audit process has been made
visible, clear and understandable to investors. In
addition, SZSE has publicized review standards and
interpreted policies by preparing typical cases or
answering common questions to reflect review updates,
highlighting review transparency and clarifying market
expectations.

With steady advancement of the registration-based IPO
system, some new circumstances and problems
emerged. On the one hand, the underlying assets of
some M&A projects on the ChiNext Board declined in
quality and showed asset-light feature, and their value-
added rate was overestimated. On the other hand, a
few listed companies have not really developed the
concept commensurate with the registration-based IPO
system and their information disclosure was low-quality.
Relevant rules and arrangements should be adjusted
and improved based on the registration-based IPO
system practice.

On the basis of summarizing previous practice and
experience in the review of M&A on the ChiNext Board
and operation of the Listing Committee, SZSE further
refined review procedures for M&A and proposed to set
up a committee for M&A on the ChiNext Board that is
responsible for reviewing the application of listed
companies on the ChiNext Board for issuing shares to
purchase assets and for M&A and listing. Meanwhile,
the review period was extended from 45 days to two
months. The period extension was intended to cater to
the needs of added review steps. SZSE has been
committed to improving review efficiency. Taking eight
M&A applications that have passed review as an
example, the period taken from acceptance to
submission to CSRC for registration was 35.8 days on
average.

The registration-based IPO system is an outline of this
round of capital market reform and a critical and major
reform. SZSE will continue to conscientiously practice
the policy of “system building, non-intervention, and zero
tolerance”, persistently improve basic rules according to
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the requirements of “stand in awe of the market, rule of
law, professionalism and risks, and the capital market's
development needs the efforts of all sides”, the work
concept of “open-minded, transparent, honest and strict”
and the principle of focusing on information disclosure,
exert stricter control over review quality, constantly raise
review efficiency and take solid steps in the assessment,
improvement and optimization of pilot registration-based
review of M&A on the ChiNext Board to accumulate
experience for current market reform. At the same time,
SZSE will give full play to the role of M&A as a main
channel in the capital market, properly balance the
implementation of the registration-based IPO system
and improvement of quality of listed companies, and
steadily promote the reform of the ChiNext Board and
the pilot project of the registration-based IPO system.
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Shenzhen Stock Exchange Initiates Disciplinary
Procedures for Steyr's and Northcom’s Failure to
Disclose Periodical Reports on Time

As at April 30, 2021, Steyr Motors Corp. (Steyr) and
Northcom Group Co., Ltd. (Northcom) failed to disclose
their 2020 annual reports and 2021 Q1 reports within
prescribed time limit. Shenzhen Stock Exchange (SZSE)
immediately initiated the disciplinary procedures against
the two companies and relevant persons in charge.

In recent years, SZSE has strengthened continuous
regulation, targeted regulation and classified regulation
of listed companies according to the plans and
requirements of China  Securities Regulatory
Commission (CSRC), urging listed companies and
major shareholders to hold the “Four Bottom Lines” (not
disclosing false information, not engaging in insider
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trading, not manipulating stock prices, and not damaging
the interests of listed companies) and market entities to
fulfill their responsibilities, and cracking down on
violations of laws and regulations to protect investors’
interests. During the annual report disclosure season,
SZSE mobilized regulatory resources and stepped up
regulatory efforts, with a close eye on the disclosure
progress of periodical reports from listed companies.
SZSE made good use of its regulation toolkit with a
combination of regulation measures to prevent the risk
that listed companies might fail to disclose periodical
reports within prescribed time limit.

First, SZSE implemented strict and responsive
regulation on trading spurt at the end of the year.
Regarding Steyr’'s plan to achieve profitability through
technology licensing and product sales spurt at the end
of 2020, SZSE sent a total of four letters of concern,
paying great attention to and promptly inquiring into the
compliance of deliberation procedures, transaction
necessity and authenticity.

Second, SZSE urged intermediaries to play their role
as “gatekeepers”. Regarding Northcom’s decline of
solvency, violation in related party transaction and sharp
decrease in performance, SZSE sent a letter of concern
to the annual report auditors for four fiscal years straight,
asking them to pay attention to the authenticity and
accuracy of the company’'s key financial indicators.
Regarding Steyr's last-minute change of its annual
auditor, SZSE immediately sent a letter of concern,
showing its concern on the reasonableness of the
replacement of accountants and the competence of the
new accountants, and continuously oversaw the
accountants’ performance of audit duties according to
law.

Third, SZSE required companies to fully disclose
risks to the market. After Steyr and Northcom were
suspended from listing, SZSE urged the companies to
disclose on a monthly basis their work progress during
the suspension. After the fiscal year of 2020 ended,
SZSE prudently evaluated the risk that the companies
may be unable to disclose their annual reports within the
statutory period and urged them to release an
announcement on the risk of delisting every month, to
fully reveal their delisting risk to the market as early as
possible. Regarding occupation of non-operating funds
by the controlling shareholder and its related parties at
Steyr, SZSE also gave a special risk warning in addition.
Regarding Steyr’s financial fraud that led to a negative
value in its net profit in any four fiscal years straight from
2015 to 2019, SZSE sent an Advance Notice on
Mandatory Delisting Due to Major Violationto the
company on 19 April, 2021, warning investors about the
company’s delisting risk.

Relevant official of SZSE said that the failure to disclose
periodical reports within prescribed time limit is a serious

violation of laws and regulations and is addressed by
SZSE with a firm hand. SZSE initiated the disciplinary
procedures against Steyr and Northcom in a timely
manner, demonstrating zero tolerance for listed
companies’ behaviors that cross the red line. According
to the arrangements during the transitional period
provided for by the new regulations on delisting, the two
companies’ failure to disclose their first annual reports
within prescribed time limit after suspended from listing
is a reason for delisting in pursuant to Article 14.4.1 of
the Rules Governing the Listing of Shares on Shenzhen
Stock Exchange (Revised in November 2018). SZSE will
delist the two companies according to the foregoing
rules and the procedures specified in relevant
supporting business rules.

Next, SZSE will continue to conscientiously practice the
principles of “system building, non-intervention, and
zero tolerance”, follow the requirements of standing in
awe of the market, rule of law, professionalism and risks
and pooling the efforts of all sides to develop the capital
market, and stick to the working philosophy of being
open-minded, transparent, honest and impartial. SZSE
will adhere to the market-based, law-based, regular
requirements, fulfill its responsibilities as the frontline
regulator according laws and regulations, and resolutely
perform its duty as the delisting implementer, to clear
market exit and improve the market ecosystem. SZSE
will help foster a market mechanism of survival of the
fittest, promote improvement in the quality of listed
companies, and maintain an open, fair and impartial
market.

RYNESHRZ AT HT AR, LR B RIZEIE B E R
ERBERLEDEF

BE2021F 4 30 B, HIRRANBMBERLE (UL
TEARHAR) . EMEARBAERLE (L TERIL
MER) REERTHRAME 2020 FERRER
2021 F—FERE. RYNESTHA ORZA) $—H
B BRI MR AT REXTEANLZRLEDEFF.

EFER, RXMANERRBIEERIBEER, RHNELE
TASFEEE. FELKE. DXKEE, BREHTRS
MARBRFEEF HERSE", BRESETHIEREAMRE
FERTEEEENTAH, SRR EENE. EFE
REREDH RXMETLEENE, MAREEHE =
MRFERRERBAR, BT LT ASTEEREH
FRAEEHRENR, AFEETIRE, THEE
HEE",

—EMENREEFEFRRERXH. FHUETARRIE 2020
FRBIEAFITN>RBERTRUAABT, RIFE
BREEDBXER, NHEUEFEAME. XHLEMEM
AXMFTUSERE. KHEHE.
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Source KJR:
http://www.szse.cn/English/about/news/szse/t20210510_585
834.html
http://www.szse.cn/aboutus/trends/news/t20210506_585785.
html

Shanghai Stock Exchange Specifies Key Concerns
of Corporate Bond Review

The Shanghai Stock Exchange (SSE) No. 3 Guideline
for Examination Rules of Corporate Bonds’ Issuance
and Listing: the Key Concerns of Corporate Bond
Review (the Guideline for short), issued by the SSE on
April 22, 2021, specified regulations on the key concerns
of corporate bond review and relevant information

disclosure. The Guideline aims to lay a solid foundation
for the bond market through screening out high-quality
companies and supporting them while rejecting the low-
quality ones. The exchange will act as a gatekeeper of
the bond market's entrance and guide issuers and
relevant intermediaries to improve the quality of
information disclosure.

Since the implementation of China’s revised Securities
Law, the registration-based IPO system reform of the
exchange-traded bond market has been well underway
with improved examination quality and efficiency,
bolstering the financing of enterprises as well as
development of the real economy. However, cases
cropped up where certain issuers made unreliable
information disclosure; or corporates adopted unsound
governance structures; or some intermediaries’
business quality was not satisfactory. To that end, under
the leadership of the China Securities Regulatory
Commission (CSRC), the SSE formulated the Guideline
in response to market concerns based on in-depth
analysis of typical problems in issuance of corporate
bonds and experience from review practice.

Adhering to the concept of taking information disclosure
as the center, the Guideline mainly focuses on four
major issues about bond issuers: first, organization and
corporate governance. Priority goes to whether issuers,
controlling shareholders and actual controllers have
caused major negative public opinions and made
serious dishonest conduct, and whether issuers have
large-amount non-operational fund transfers, large-
amount outward guarantees, unsteady equity structures
and so on; second, disclosure of financial information.
Reviewers focus on whether issuers have unreasonable
debt structures and debt baskets, over-expanded debts,
restricted large-amount assets, unstable cash flows and
profits and abnormal financial indicators; third, special
issuers. Emphasis is on whether an issuer is an
investment holding issuer characterized by a weak
group company and a strong subsidiary company, and
circumstances for concern such as credit downgrade
and debt default record. Specific requirements are given
for information disclosure by special issuers including
urban construction and real estate enterprises; fourth,
intermediaries should fulfill their duties. Importance
should be attached to the review of relevant issues by
intermediaries and the appraisal records of business
quality. In case of serious negative business records for
any intermediary and relevant personnel, examination
and inquiry should be strengthened, and specifically
categorized examinations should be conducted as well.

Upon years of development, the SSE bond market has
become one of the major markets for local governments
and enterprises financing in China and played a key role
in elevating direct financing proportion and serving the
real economy. Currently, to consistently propel the
quality growth of the SSE Bond Market, the society
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should cement the legal construction of the bond market
following the principles of marketization and legalization.
The release of the key concerns of corporate bond
review is a major measure to improve the examination
quality and efficiency with institutional construction in the
new development stage. In future, the SSE will continue
to optimize standards, strictly implement procedures,
and support the legal financing of eligible issuers, while
cracking down on violations in the bond market to
protect the legal rights and interest of bond holders. The
exchange will high-quality development concept and
work toward the balance investment and financing in the
bond market.

LBUES3Z 5 Fr AT A S35 R A9 X (53
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Source SKJE:
http://english.sse.com.cn/news/newsrelease/c/5448913.shtml

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