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# # 4BBE2GE034 CMAJOR  LAWS '

KEY WORD: CONFLICTS OF INTEREST / DEMUTUALIZATION / STOCK EXCHANGE! DEMUTUALIZED EXCHANGE
WARAN CHIAMCHITTRONG: MANAGING CONFLICTS OF INTERZST WHEN THE STOCK
EXCHANGE OF THAILAND IS DEMUTUALIZED. THESIS ADVISOR: ASSOC. PROF. SAMRIENG
MEKKRIENGKRAIL 241 pp.

This Thesis has the purpose to research and identify any types cf Conflicts of Interest which
ansing from Demutualization of The Stock Exchange

1]

Exchange Limited (ASX), Singapore Fx8 i itedh Hong Kong Exchange and Clearing

of Thailand and to find approaches o resolve and

dy of the experiences of Australian Stock

Limited (HKEx), the Demutualized Fxchamaes aff the bea@wning, which have been developed their
regulatory frameworks continuous! \\
The Thesis calegarizes 3 jutualization of the Stock Exchange

in four different ways as follows: Cg ‘ e as markel regulator and i1s role as

a commercial entity, self-listing Confi€l, £oafliet etk et ‘ N ge and participating brokers and/or
listed company that provides cdl

land; a listed company that has a
business relationship with the Exchdngdind Saftictilandingtegulation.

The following measures should be ing (he above mentioned:

1. To completely separale reg xchange from business operations by
establishing the subsidiary .; e ty reguiate ' supervise all stakeholders and

i KL
] U
2. The Exchange and the C‘)pmmaasmn togell‘!er constitute Memoranda of Understanding (MOU)

to clarify their roles in relﬁﬁum-sw WW Wmlmmn for approval the

listing of the Exchange pu$uant to the listing rures and for regulatmg the Exchange as a listed company.

market participants in the secur Tk

3. To Wﬁ awmm ﬁﬂ m#qﬂﬁhtrxmﬂmts of Interest

between the commercial functions and regulatory functions is
4. The Exchange should admit its commitment for regulatory funding to improve the quality and
efficiency of market regulation.

: 7
Field of study ........LAWS.............. Student's signature....... e QAo

Academic year ....2008................. Advisor's signature.......
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DEED OF ING

This Deed of Undertaking sets forth the undertakings by:-
(1) NGAP T . No.199904940D) (“SGX"); and

(2) SINGAP CHANGE SECURITIES TRADING LIMITED (Co. . No.
197300970D] (*SGX-ST"),

In favour of the MONETARY AUTHORI
the date hereof (“the Effective Date”

("MAS"), with effect from

1 Interpretati

1.1 Unless the context otheg ise Tequiregs ! expressions shall have
the following respe -
“Merger Act’ means and Merger) Act 1999
of Singapore;

"SFA" means the
"Undertaking” mea
1.2 In this Undertaking, w!

{a) words and expréSsidn dél s of which are contained or
= construed as having the meanings so

(b) refere _:_-,- +iatel ed as references to
those provigi nacted or as their

application Iﬂ: o sions (whather before or after the
date her time to lime and shall inclidde any provisions of
whlc:h they ara‘a re-enactment { ther with or without modification);

o %ﬁ%ﬂ%ﬁﬂﬂ%&: e
K W‘*amw%rm e =

21 The MAS is the statutory regulator of the securities and futures markels and
exchanges in Singapore. As the statulory regulator, the MAS performs certain
functions and exercises certain powers, as provided for under the SFA.

2.2  S5GXis an approved holding company as provided in section 81W of the SFA.

Page 2 of 10
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2.3

2.4

2.5

26

2T

SGX-ST is a wholly-owned subsidiary of SGX. SGX-5T is a stock exchange
which has been approved as provided in section B of the SFA and is the
frontline regulator for corporations listed on the SGX-ST.

Deed of Undertaking dated 15 November 2000 (“the 2000 Undertaking”)

2.4.1 The 2000 Undertaking was given by SGX and SGX-ST in favour of the
MAS. It sels out arrangements as contemplated by the then section

13(1) of the Merger Act, in relation to the listing of SGX on a stock
exchange. Seclion 13(1) of the Merger Act has been superseded by

an umbrella provision under section 81ZG of the SFA. SGX-ST

aiiyh 10 the 2000 Undertaking to facilitate the

@nd SGX-ST in good faith
%wnrﬁng relationship
_ of the listing of SGX

2.4.2 The 2000 Underaking 1
and for the purpose o
between SG
on the SGX-ST

24.3 Under the 2004 04 and S 3] acknowledged that
the MAS wotlld pete g : s, application for listing on
the SGX-ST aafl thé ; H 's application (if it did
not comply #With % in “material respects) or
approve (with afwili i

244 SGXlisted its shafesfoilthd SCXSTWiIA th&MAS’ approval pursuant
to the 2000 Und f ATl

.r’“r’"-:. ¥/l
Supplemental Deed ' 25"  November 2004

“Su

s dertz given BYWSGX and SGX-ST in
favour of 0 address any co fitérests arising from
SGX's co *‘LT.-:: and | t*

I {
This Undertaking cohsolidates and supersedes all Deviuus undertakings
given by SGX and SGX-ST to MAS, from the Effective Date, in relation to:-

201 ve dibgil o A5 91 2] 71 9

262 any cenflict of interests or potential conflict of interests arismg from
SGX’S commercial and regulatory functions,

A AR SO LA D DA Ehoer

Futurés (Corporate Gowvermnance of Approved Exchanges, Designated
Clearing Houses & Approved Holding Companies) Regulations 2005 ("SFR
2005%). For the purposes of this clause, SGX and SGX-ST shall continue to
be liable for any antecedent breach of the 2000 Undertaking and the
Supplemental Underlaking.

In the interpretation of any of the provisions of this Undertaking, such
provisions shall receive such construction and interpretation as will best

Page 3 of 10
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2.8

29

210

21

212

3.1

32

3.3

34

ensure the attainment of the objects of this Undertaking according to its true
spirit and intent.

This Undertaking shall not give rise to any rights, direct or indirect, on the part
of third parties, nor shall such third parties be entitled to require compliance
by any party hereto with any of its respective obligations arising hereunder.

Nothing in this Undertaking shall affect the rights of the MAS to exercise any
of its powers or perform any of its functions under the SFA or any other laws.

v party to any third party without

This Undertaking may b B &mmed at any time upon

GX and SGX-ST that all
ans listed on the SGX-ST
s as determined by
's compliance with
s MAS.

Thls Undertaking sha!! be a puhllc doa ﬁnt and the contents hereof may be

Subject to Clause 3
listing rules and req
shall apply equally tg

the MAS under the SFA
the listing rules and reg

The MAS is authorised Sinsie l o _. L lo make all decisions and lake
action (or require the SC ate acti alf of the MAS) in relation
to SGX that would be ta ase of other corporations

listed on the SGX-ST. SGX a joinlly and severally undertake that
they shall abide by and numg,lg:ﬂ;ﬁ sisions and action taken by the
MAS. i

SGX's compliance wath the | rule the SG 3 f corporation listed
on the SGX-ST will. zlation to such listing
application, SGX-ST shall comp ate administrative steps or
assistance required Ihe MAS.

o epmtinndy
ST and the t

SGX-ST are déemed confidential and shall not be dlsclusad Io any third party

by SGX or SGX-ST (other than® its mtEmaI ﬁd external l ur uther
o S DN a7 gl o
comp of e 3 3

dees Aot apply to announcements of approval gmnted to SG}C for listing on
the SGX-ST.

SGX-5T undertakes that it will take whatever action as required by the MAS
in relation to:-

(a) the admission to, or removal of, SGX from the official list of the SGX-
ST, and
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35

36

3.7

38

3.8

(b) granting, stopping or suspending the securities of SGX from being
listed for quotation or quoted on the SGX-ST.

Provided that such actions as may be required by the MAS shall be such
actions as SGX-ST could have taken if the securities were not SGX's
securities.

SGX undertakes that all announcements to be issued by it shall be released
to the SGX-ST through MASNET or otherwise to be submitted promptly to the
SGX-ST for public release.

fee (including any applicable
the SGX-ST by any other
X-ST.

SGX undertakes that it will pa
tax or rales) that would hay
corporation in connection walky

SGX undertakes to procule.ea ‘ s to comply with any
request from the MASHO thabslubsidis y 10 ’i‘kht administrative tasks
on its behalf as the MAS g Y 3 3 ariate in the course of
the MAS exercising ils pe clion 812G of the SFA.
SGX shall procure | 2yant subsidiz roperly perform such
tasks within the respectiy® timalimits a5 /@ascna c,nbe:l by the MAS.

2 all the powers and
alion listed on the SGX-
n relation to the listing
angd severally undertake to
on reasonably required by

SGX and SGX-ST&cl
functions that the SG
ST in order for MAS
of SGX on the SGX-ST
provide all administrative
the MAS.

In the event that the MAS intend efGiSE any of its powers or functions
under section 812G of A, SGX and ipintly and severally
undertake lo co-aperate SUre or revised Jules as required by
the MAS are made™@ ' ' € s required by the
MAS are entered i m

I
Conflict of Interests an;:inq from listing of EGX shares on the SGX-ST
o SIS AR WA,
procedure ict of interests

that may arisélfrom me listing or qh;olatiun of SGK shares on the SGX ST as
set out in the Append

R NI D AL NENAL,

SGX undertakes to establish a board committee to, inter alia, oversee the
regulatory and risk management issues of SGX, and address the perceived or
actual conflict of interests arising from SGX group's regulatory and
commercial functions in the manner as set out in the Appendix.
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6.1

6.2

6.3

1

7.2

7.3

7.4

7.5

7.6

Market Surveillance and Integrity

SGX-ST undertakes to immediately inform the MAS if it detects unusual
market activity on the SGX-ST involving the SGX shares in the course of its
surveillance of listed corporations or as a result of complaints or market
intelligence, which discloses a potential breach of any written law, rules or
conditions or a license. The SGX-ST undertakes to immediately inform the
MAS of any such unusual market activity logether with all relevant information,
data and facts that are in SGX-ST's possession and shall procure further
information (including from other parties over whom SGX-ST has jurisdiction)
and render assistance as may be reasanably required by the MAS.

SGX-ST undertakes to take whatever , iialimay be required by the MAS
for the purpose of ensuringtiie integrity of tfadiligef the shares of the SGX on
the SGX-ST.

For the purpose of Clatise G wihusual market a shall be determined
against the parametersJdor {he"aiers of sueh marketactivity which have been

set and agreed by S

Miscellaneous

SGX, SGX-ST and the
the operation of this

information access, and = her. operalior
as important to discuss. e

3
_‘I*ﬁ..‘f’:."‘l r:

st of any of them to discuss
Sary review, systems access,
atters that any parly regards

Mothing in this Undertaki ged a@s restricting the ability of

the MAS to raise with SGX, or'sG3 . _ the MAS, any measures that
seem necessary or desirable to.enhar € operation of this Undertaking.

SGX and SGX-STijdifitly and se ndertake thatthey will provide the
MAS with such co-8 | alth Jand to the extent

required as is neceSsary or desira bjeclives of section 13
of the Merger Act and this Undenta .

SGX undertakes that it'sizall ﬁcure that @l of its subsidiaries shall comply

S MR

U

In the course of exercising its povﬁis and functidns under seclion’ 812G of
= SRS S A S Ay
such t t n ' u a pr all of
its subSidiaries shall properly perform such tasks within the respective time
limits as reasonably prescribed by the MAS in a timely manner, and in the

way reasonably prescribed by the MAS and in full compliance with the
provisions under this Undertaking.

SGX and SGX-ST jointly and severally underlake that they will comply with

and abide by any action taken by MAS which it considers necessary or
desirable:-
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(b)

(c)

(d)

for ensuring fair, orderly and transparent securities and futures
markets; or

for ensuring the integrity of and proper management of systematic
risks in the securities and futures markets; or

for dealing with perceived or actual conflict of interests between SGX
group’s commercial and regulatory functions, including any conflict of
interests or potential conflict of interests that may arise from the listing
or quotation of SGX shares on the SGX-ST, or

for the purpose of ensuring H'ie.,.fiylfriw of trading of the securities of

SGX. 4’
-

8. IN WITNESS WHEREOF this Under.tjking laswbeen executed as a deed on

the date stated at the BEginning
i

SGX

The Common Seal of the
SINGAPORE EXCHANGE

-

o .

was hereunto affixed

in the presence of:-

JOSEPH YUUA&AJ P

CHAIRMAN

SGX-3T

The Common Seal of the'
SINGAPORE EXCHANGE SECURITIES

TRADING EIMITED
was hereunto affixed

in the presence of -

pAN—

T ot e

HSIEH FU HUA

DIRECTOR

Page 7 ol 10

206




APPENDIX

Introduction

Conflicts Committee

Singapore Exchange Limited ("SGX") and Singapore Exchange Securities
Trading Limited ("SGX-ST") shall, as the case may be, adopt in accordance
with the provisions of Clauses 4 and 5 of this Undertaking, the procedures
and arrangements set out

3.1

4.1

4.2

The Board of SG X Bogih?) shalkiappoint @ ittee known as the
Conflicts Committeg cts-Cor satisfy the SGX Board
that any perceived een SGX group's
commercial and regulatgry f Hetion: 5. SSEC includes considering
any conflict of interesfs erests that arise from the

listing and quotation of

Composition

\Z Y
The composition eC e ;! compliance with the
SFR 2005, or suc all be in force from

""‘""““‘““ﬂutlfmwswmm

Terms of R rence

! HOALDIAMNINEIALL...

reference and any changes made from time to time in relation thereto.

r regulation or legislation as 5

The Conflicts Committee shall have, as its terms of reference, the
responsibilities as set out in the SFR 2005, or such other regulation or
legisiation as shall be in force from time to time.
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5.1

5.2

53

Procedures for dealing with conflict of interests arising as a result of the
listing of SGX shares on SGX-ST

In the event where SGX has determined that a conflict of interests or potential
conflict of interests does or may arise as a result of the listing of SGX shares
on SGX-ST, it shall notify MAS of all relevant facts including any proposals for
resolving the matter, in a manner which assures the proper performance of

of its determination that a
lere does or may exist in

In the event where
conflict of interests opspoten
relation to the listing of SG.
(a)  provide such igfo respect to the SGX
group’s prese

(b) comply with, or piécuigihiat ihe Si o comply with, any direclion
given by MAS; and -~

ﬂ'

(c) facilitate } S EXETCIse ers and functions
otherwise exgrciss "é‘ :.atr'_|.||r of SGX to the

exclusion of anhy such company.

@uﬂ@mni’m RS oy coma

interests or al conflict of intefests arising frnm the listing of yx shares

MAS to enhance the operation of matters referred to in this Appandrx.

Matters to be referred directly to MAS

The following matters shall be referred directly to MAS instead of the Conflicts
Committee:-

Page 9 of 10

208



209

(a)  complaints received concerning insider trading in SGX shares;

(b)  market surveillance reports indicating that insider trading in SGX
shares could have taken place;

(c)  investigations into possible insider trading in SGX shares;

(@) the receipt by SGX-ST of a listiy/aBieation from an applicant whom

(e)  such other matiersBsMAS may direct SCX, from time to time.
R
§ e

of SGX, shall comply with the

] I
AULINENINYINS
RIAINIUUNINYAY
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NIANWIN 1

by e e s

ALATRAL AR 4IOCK 1 R Australian Securities & Investments Commission

Australian ommission

PART ONE: BACKGROUND

- asicmaasChadeid m&m NS, orine

market and CS Facilities operated by ASX and the condunt uf parum ants (1

relati i duct inarp t famht}r
BT
which es I ASX¢ ap 2 parues
to minimise duplication of activity and to set expectannns in relaunn to the

activity which will be undertaken by each. This MOU aims to promote
cooperation, effective communication and mutual assistance between ASIC and
ASX to facilitate the efficient discharge by each of their respective roles. This
MOU sets out arrangements which ASIC and ASX have entered into with each
other in furtherance of their statutory obligations and responsibilities.



. ASXL and its related co

. ASXL holds an Australi;

MEMORANDUM OF UNDERSTANDING
AUSTRALIAN SECURITIES & INVESTMENTS COMMISSION AND AUSTRALIAN STOCK EXCHANGE LIMITED

. ASIC is responsible for the administration of legislation regulating the financial
system including the Act. ASIC’s aims are identified in subsection 1(2) of the
ASIC Act. Among other things, ASIC must strive to:

(a) maintain, facilitate and improve the performance of the financial system and
the entities within that system in the interests of commercial certainty,
reducing business costs and the efficiency and development of the economy;

(b) promote the confident and informed participation of investors and
consumers in the financial syste 0

(¢) administer the laws that co unefonsand powers on it effectively and
with a minimum of proced e unt sy a

(d) take whatever action ibean shelassiry, in order to enforce and
give effect to the laws 6Fthe { e it confer functions and

. S with its various
L 1%\"‘%1. d CS facility licences.

hold 1 enm under the Act.

. méewlhe g ., ok hgauuns of market
licensees are stipulated® (i A ofthe Actiand,inc

(a) to the extent that it ] "' jo So, do all things necessary
to ensure that the ma = d transparent market;
(b) comply with the conditions-s 1

(c) have adequate arran olve a self-regulatory

structure or the -9 related entity) for
supervising the s ‘
(i) handlings terests of the licensee and

the need for the licer ! m_'Bt operates in the way
mentioned ¥ paragraph (a);
(1) monitoring the canduct of participants on, or in relation to, the market;

) robibdebtpidod b imand Gl hd
R

(a) !0 e extent that it is reasonably practicable to do so, do all tl'ungs necessary
to reduce systemic risk;

(b) to the extent that it is reasonably practicable to do so, do all things necessary
to ensure that the facility’s services are provided in a fair and effective way;

(¢) comply with the conditions on the licence; and
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(d) have adequate arrangements (whether they involve a self-regulatory
structure or the appointment of an independent person or related entity) for
supervising the facility including arrangements for:

(i) handling conflicts between the commercial interests of the licensee and
the need for the licensee to ensure that the facility’s services are
provided in a fair and effective way; and

(ii) enforcing compliance with the facility’s operating rules.

7. This MOU is intended to be a statement
following aspects of the ASIC - \

guiding principles covering the

(a) the referral of cases of j__._ ftraventions of ASX’s
operating rules and of theAel, i
entities and participants,
(b) consultation between A, i 3y
@ the approg apther issues of mutual
concern;
(i1)  the mos
(iii))  the assistan

ie other party.

(c) ASIC and ASX Keepiig gach otRer ap _"-“ =1y infermed as to action being
conducted (subject 40 g ! siraints’ Aformation sharing);

(d) notification by eaéh partylof vatious fiatters in accobdance with the statutory
obligations of the pz [l b

(e) the facilitation of inl C and ASX for the

purpose of each ﬁﬂﬁl
(f) agreement on joint stratc =
regulatory priority.

the identification of any areas of

8. This MOU supersedés the & ' s caterad o BEASIC and ASX

(a) Memorandum d 3 D 4o rijar els;
(b} Memorandum d 5 Nuvemher 1993 related to m h:rsh:p matters;
(c) Memorandum dated aScptember 1997 related to companies matters.

5. asic and AR Edod i VA M Bl deervison and

regulation of thglmarkets and CS faml:ttcs operated by ASX. ASIC and ASX each
have different roles and functions in‘the re%a'nnnﬁ the markets adé-facilities.

roRNIRINTHS

10. ASX has responsibility for monitoring and enforcing compliance by participants
and listed disclosing entities with its operating rules. ASX also undertakes regular
interaction with and education of participants and listed disclosing entities to
promote compliance with the operating rules.

11. ASIC has responsibility for monitoring and enforcing the provisions of the Act.
ASIC has a broad range of enforcement powers as provided in the Act and the
ASIC Act. ASIC may take enforcement action for contraventions of the Act or the
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ASIC Act, including administrative action, civil litigation or referral of a matter
for prosecution.

12. ASIC and ASX recognise the desirability of avoiding unnecessary duplication of
investigation and enforcement work and will therefore maintain a close working
relationship to deal with relevant market issues. Where appropriate, each party
will provide such other assistance as may be requested of it.

13. ASIC and ASX agree that they should ea

h use the diﬂ‘mt tools and powers

undertaking an enforceme
14. ASIC and ASX also agfé€ thaitHey shot!d formac al coordinating committee
(the "National Coordins ech) asa fo hich to exchange

information and ensure th ge their roles as

efficiently as possiblg
PART TWO: D
15. For the purposes of thi€']
“"ACH" means Australial

* Act” means the Corpomhuns

“ASIC" means ---. : : bmmission (including
any delegate of 1]1 y———————————————

“ASIC Act” means mﬂ]m st i e.stl:uats Commission Act
2001.

e P iy e

ASX means, 8 the case requires, )}SKL, ACH a.nd ASTC, or cme or more of

eAEANIAUNAINENA Y

“Australian market licence " has the meaning set out in section 761 A of the Act.
“CS facility licence " has the meaning set out in section 761 A of the Act.
“listed disclosing entity” means an entity on the official list of ASX.

“month " means calendar month.
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“MOU" means this Memorandum of Understanding

“MOU Meetings " are meetings of senior representatives of ASIC and ASX held
every three months under paragraph 36 of this MOU.

“National Coordination Committee” is the committee of ASIC and ASX officers
established under paragraph 37 of this MOU.

“operating rules” has the meaning set out in section 761A of the Act.
“participant " has the meanin L. %/7 1A of the Act.
“party” means one of the 10 this ) Gé-m ther ASIC or ASX.

e —————
“referral” means th ‘ n

Hatifica by ASX™o ASIC of a significant
contravention of ASX s@pci; f/ #r‘; _ \ \%,;;?h gordance with paragraphs

792B(2)(c) and 821B !// _ ‘paragraph 16 of this MOU.

AN

PART THREE: R S, NC ;\?* CATION,

ASSISTANCE ANT ‘ﬂ;,‘ ‘ﬁ\ \RING

16. Under paragraphs 792B(2 : *r‘i_ of 1 i Agt, ASX is required to give
written notice to ASIC asioc praciicable it it b son Lo suspect that a
person has committed, is coimittig o to commit a significant

contravention of its operating s written notice is a "referral”.

Such referrals will include:

(a) the person’s name:

(b) details of the onfravention or impends {inc]uding all
information re cva! ndmg contravention that is
known to the ASX after 1S Tmtral Ingquines),

(c) ASX’sreasons for the belicf.

s N AR AN A o rm
o=ty ss st e s ke 1

guidelings will to ensure the most efficient use of resources by both ASIC
and ASX in making or reviewing a referral.

18. ASIC will review all referrals from ASX within a reasonable time and, where
appropriate, may do the following:

(2) Inthose cases where ASIC is satisfied that a significant contravention has
occurred and where sufficient evidence exists, take enforcement action;
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20.
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(b) Decide not to take any specific enforcement action but record information
relating to the matter in ASIC’s confidential internal database so that it may
be of assistance in the future;

(c) Coordinate with ASX action in relation to a suspected impending significant
contravention.

In each case, ASIC will provide timely advice to ASX as to whether ASIC
proposes to take action in relation to the referral and, if not, the reasons for not
taking action. ASIC will also pmvide limely advice of any issues relating to the
content of the referral in order to promete y scussion and to guide the scope of

SRR
future referrals and the allocs ‘;\‘.\“
Where ASIC becomes aw3 natterywhiclmayindicate that a person has

committed, is committi ' Or 15 about to com "mnm contravention of

ASX's operating rules, or v fﬁ'—r‘ varrant invesiigation or an enforcement

response by the ASX, A8 77/ AR v.f’“* provide written notice

of the matter to the AS poihof sath ajl & inf orr nation and

documentation to assisf' ASX. 3t i' ‘“"\

(a) asuspected breg ithe i .---J._. d \ ‘\ nents under the
Listing Rules, for ddiscis ]evant listed disclosing
entity;

(b) asuspected breach g ‘Rules, which may be more
appropriately dealtvitifund g "-‘*'irf' mp powers; with the
following informationfo b eds
(i) name of the partl j

(il)  names ﬂfthu indiyidials
(iii) names ] s affocted Gha
(iv) datestd

(v)  meanibg

(vi) ASICu

ha
(vii) name of: ﬁSIC case officer handling !hnaltcr

ASX will re e time and,
whmappmﬂ%u e I H I 5

(a) Inthose casas where ASX is safisfied that enfarcement actionds/appropriate

o Bl AR D VL TR o

oftier to encourage, in the case of the latter, further disclosure but not take
any additional action; or

(¢) Decide not to take any specific action but record information relating to the
matter in a confidential internal database so that it may be of assistance in
the future.
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23.

24,
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In the case of a referral to ASIC or the notification of a matter to ASX, both
parties agree to undertake early discussion to:

(a) assist ASIC or ASX to decide whether to investigate the matter and/or take
enforcement action,

(b) determine which party should undertake any investigation or enforcement
action; and

(c) identify any necessary information and assistance (including the provision of
evidence, where appropriate) that can be provided by the other party.

Such discussion should take plact s#ting of the National
Coordination Committee t.Autification is received if it has not
taken place earlier.

[0'give a written report to
usiders adversely affects,

Under subsection 792B
ASIC if ASX becomes a

is adversely affecting or ¢ abilityof a participant in the
market, who is a finaneil] sgfVigesflicensée, 10 meet the pasticipant’s obligations
as a financial services licgfise attery = participant in the market
who is a financial seraes WEcuSce, tim i a. d by regulations.

This written notice is a “répout™.

(a) the licensee’s name;

{(b) all information releva
inquiries; and

(c) ASX's reasons for making the

o the ASX after its initial

ASX will make any rgp gi-defer the making of

any report while it g

- d
In addition to the makmg of'r 'lias other obligations
under sections 792B 821B of the Act to give written alice to ASIC as soon
as it takes any kind of di;wiﬁnary action agamft a participant.

st m SRS A L S A s

under sections

PART RO CPURONICATION) 7 9] 2/ A8

25.

In at!ditﬂm to referrals and notifications, ASIC and ASX will, where appropriate,
share information. Sharing of information will usually take place by written
communication or by communication at an MOU Meeting or National
Coordination Committee Meeting that is documented in the minutes of the
meeting. It is the responsibility of the party providing the information to ensure
that any information sharing which occurs at an MOU Meeting or National
Coordination Committee Meeting is documented in the minutes of that meeting. It
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is agreed that information sharing should occur in the following circumstances,
subject to legal restrictions or significant practical considerations:

26.

27.

(a) Where ASIC receives complaints relating to ASX participants or their
representatives and ASIC has reason to suspect that the complaints may give
rise to matters which ASX might reasonably take into consideration in

enforcement action;

(b) Where a matter is the subject of a referral to ASIC or notification to ASX,
and the party who is the recipient of the referral or notification takes
enforcement action or decide “\! o ) 3 e :nfnrccmertt action;

(c) Where one party hecam : ""J W / on which is relevant to an
enforcement action being ca ed b T party;

(d) Where, through the cofiwetof an guforcément™ lion, either party acquires
or dcvclupsncwhmw eof the nterpretation or legal consequences of
particular market B (oW ge which may be of assistance
to the other party.i t ment actions; and

(e) Where either party [ el \"‘“’— disclosing entity may
be insolvent.

In relation to the abov; ing how and when

information will be provided

ASX will provide to ASIC s issued. The list will
include: the name of the ¢o : ; X - ¢ the waiver; the date the
waiver was granted; the opeg@tingtules wa ve nd @ summary of the basis for
granting the waiver. .=

ASIC and ASX also ag

in on sharing er than in formal
ers'which are likely to
participants and

meetings or by wni
assist in the monitoring
listed disclosing cntiﬁﬂ : ; o whit would not be the
subject of a referral ormétification but which may be of assfStance to the other
party in planning surveillgnge or mumtonng vaes Wlmaut limiting the

generality of in the
Fllowingcir Wl T3
(a) Wherea party notices a sudden fncrease in laints concernig a

SRR AN AL

which is nnt of the nature to result in a rﬁferral but which nonetheless may
have an affect on market integrity or investor confidence;

(c) Where either party becomes aware of an event or state of affairs that may
lead to a rise in misconduct.

In relation to the above, guidelines will be established, detailing how and when
information will be provided and the nature and scope of this.
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28. The enumeration above of matters which are the subject of referrals, formal
information sharing, etc, in no way limits the parties’ intention or ability to engage
in communication and cooperation with respect to other matters, as appropriate
and subject to legal constraints. For example, ASIC and ASX staff will consult
informally as and when required in order to seek to enhance the efficiency and
effectiveness of the supervision and regulation of the markets and CS facilities
operated by ASX, participants on those markets and CS facilities, and entities

listed on the markets.
14 to time) in writing of the name
of contact for each agency.
30. The provision of any i

subject to any relevant leg ,. ¥ includ 4;?‘” ,\ ample legal
professional privilege " ’ mina ifidentiality and, in
the case of ASIC, the AS section 127. Itis
acknowledged that in onfidentiality
restrictions may require 2 silitate production to
ASIC.

29. ASIC and ASX will advise each othe
of the person or persons 10 act g
The initial points of contact 2

Limitations on Information

31. ASIC has an obligation ufdegSection 27 ofithe ASIC Aet to protect from
unauthorised use or disclosuf€ information give itin confidence in or in
connection with the performancéofiis | pns or exercise of its powers. ASIC
is authorised to disclose sw::h_l Horn ASX under section 127(4FA) of
the ASIC Act where ormation i se of monitoring
compliance with, e unchions orcxciising powers under,
the Act or the operating rules g

32. In some circumslanc&cmm:ludmg circumstances in which'm:emn has provided

ASIC with information lmﬂﬁdenﬁe, ASIC may be raqulreﬂ to afford procedural

fairness pnﬂmw&g 1 an 1o AS) T&dum] fairness

may require son and s opcerning ASIC's

intention to reledse the mfum‘mtmn tu the markct I:r.'ﬂns.cc as well as a.n:-,r

conditions which may be attached to th

s va I BNt ML AL AEL

provided'to ASIC in confidencs, ASIC will endeavour to assist ASX in a timely
way. To promote consistent tum-around times for responses, ASIC will provide
ASX with guidance about how it will handle requests

-

34. Under subsection 1100A(2) of the Act, ASX has qualified privilege in respect of
the giving of any information to ASIC in connection with the performance or
exercise of ASIC's functions or powers under, or in relation to, Chapter 7 of the
Act or regulations made under Chapter 7. Under subsection 1100(3) of the Act,
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ASX is not liable for any action based on breach of confidence in relation to the
giving of any such information to ASIC.

35. ASIC or ASX will not disclose any confidential information obtained pursuant to
this MOU to a third party unless:

(a) it has obtained the prior consent of the other party to disclosing the
confidential information; or
(b) itis required, authorised or permitted by law to disclose the information; or
(c) the information is disc]uaad y ASIC 16 the responsible Minister; or
(d) the information is disclog by i nse to a request by a House or
arliament vealth of Australia.

In the case of paragraph (bj.theparty seekingtodisclose will wherever
practicable, notify the othgapfat 11 sul ent time ¢ * d of the intended
dmclosuresnastn aablc Ladt party to lake action tc :ct the release of the

MOU Meetings

36. Senior representatives
review:

=ast every three months to

; ent regulatory and
or addressing misconduct in any
rmourcing of those

(a) any areas identified b

such priority areas, incl vté—

initiatives;

(b) the effectivenses aid-cooid ises by ASIC and
ASX; ' A9

(c) the effectiveness, level a M ﬁ:n between the parties
including ref ‘and formal mformatmn sharing;

(d) the general operatighaf this MOU.

picusionwflobd el &L‘i&i Pl b s,

than on specifiélfeferrals.

KIINYIR

37. The ananal Coordination Committee will be made up of one or more senior
ASX managers, able to report on matters that involve listed disclosing entities (in
particular, continuous disclosure issues), licensed participant ralfeasance and
surveillance/trading alerts, a senior officer from ASIC’s Enforcement Directorate,
an officer from ASIC’s Markets Regulation area and, as appropriate in ASIC’s
view, an officer from ASIC’s Financial Services Regulation Directorate.
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38. The National Coordination Committee will meet fortnightly for the purpose of
ensuring the most effective possible communication between ASIC and ASX and
determining the most appropriate enforcement response to misconduct.

39. The following will be discussed at each National Coordination Committee
Meeting:

(a) Any relevant suspected contraventions of the Act and any significant

contravention of the ASX operating rules identified since the previous
meeting, whether or not such confravention is already the subject of a
referral or notification; _ = \‘

(b) Whether action should 4-_% i respelis Lahe suspected contravention

and, if so which party"&houid take such ad
{c') Aﬂisw ﬂ.lld i.ufﬂ[m Bre 'ch o
by the other pa

gayided to the party taking action

(d) Where the action sy how such joint action
will be managed,;

(¢) Developments inlirrg grs which ma; H amifications for the
parties’ general appach ig , \‘\ ‘t},rorhchaviour;

(f)  The timing of ang*plahed o RPN y planned

surveillance wsﬂs AS
(2) Any concerns whi
referrals or notificatign

e and content of

nation Committee
matter for either party or if it
ntified at an MOU Meeting as

40. In relation to any matter disglissed a1
Meeting, it should be noted 1f théa
concerns misconduct of th
a regulatory or enforogme

)

PART FIVE: PUBLICIT
] BQH
41. ASX and ASIC recognise the confidentiality and market itivity of information
obtained in the course of €onducting enforcement action. Theg further recognise

wmﬂmmww

enforcement A

42. Th th of

the p gh ﬁln In
ts, wi cunsul hc

such ci “es, where umc permi

making public any information in relation to a current ASIC mvcsttgannn or
enforcement action or a possible future ASIC investigation or enforcement action.
Without limitation, this includes any matter where:

{a) areferral is made from ASX to ASIC; and
(b) ASIC has not communicated that it does not intend to conduct enforcement
action in the matter.
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43. Where a party makes a public statement relating to a matter in relation to which
the other party has made a referral or given significant assistance, the first party
will give public acknowledgment of the work done by the other party. When time
permits, the wording of the acknowledgment will be settled with the other party
before release.

44. Any publicity by ASIC in relation to a current ASIC investigation or enforcement
action or a possible future ASIC investigation or enforcement action will be made
in accordance with ASIC Policy Statement 47. Without limitation, this includes
any matter where:

(a) areferral is made fromy : SIC 4
(b) ASIC has not commuifiieated that i d to conduct enforcement
action in the maﬂv -

45. The parties acknowledgefhals
public information regardifig a ¢
ulli!'lfﬂl'mm tl'ﬁdiﬂg, ( # J

&-necessary for ASX to make
v Y ﬂrlﬂprﬁﬁlﬂ

46.A5X will, from time tafin er and type of

referrals and reports mac

U

AULINENINYINS
PMIANTUAMINYAE
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PART SIX: ADMINISTRATION

Implementation and Review

47. This MOU is effective from 1* July 2004. ASIC and ASX will continue to
monitor its operation through an annual review meeting.

Administrative Letters

48. This MOU may be supplemented by gul ecifying agreed operating
arrangements from time to tig ; the guidelines foreshadowed
in this MOU. A letter specifying such arrang€mefilsamay be signed by:

(a) The Executive Direeté¥ 0LICpl x" or of Policy and Markets
clo . Regulation, on behalf of
)

ASIC; //f \ \\\
(b) the Chief IntegriggOf g'Gener mager; Supervision of ASXL on
behalf of ASX. L \

, W i
SIGNED by G/~ % X
G2z )
For and on behalf of ASIC 2 ﬁf"

7 <3
SIGNED b}l" ly ,’r‘l aStEa NI d }l‘ of ,7';,;‘ 2'9'04-

3 UV TNENT
RINNIUUNININY
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Appendix A

All referrals, information sharing and other communications from ASX to ASIC
should be sent to ASIC’s Markets Regulation area, which will co-ordinate ASIC
action or response. Such correspondence should be addressed to:

Andrew Crain

No.l Martin Place, Sydney
DX 653 SYDNEY
andrew. crain@asic. gov.au

All referrals, informatiamshdringdad other ¢ el ns from ASIC to ASX
should be sent to ASX’s ) stTateprity a \ will co-ordinate ASX action

Sydney NSW 2000
DX 10427 Stock Es

AULINENINYINS
AMIANTUAMINYAE
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MEMORANDUM OF UNDERSTANDING
FOR THE LISTING OF HKEX ON SEHK

BETWEEN: (1) Securities and Futures Commission of

WHEREAS:

A.

1.

1.1

12" Floor, Edinburgh Tower, The Landmark, 15 Queen’s Road
Central, Hong Kong (“SFC™);

(2) Hong Kong Exchanges and Clearing Limited of
12" Floor, One International Finance Centre, 1 Harbour View
Street, Central, Hong Kong (“HKEx"); and

3) change of Hong Kong Limited of

dexchange controller within the
EHK is a company of which

HKEx is the holding cgimp®
meaning of the Merger Q¢
HKExX is the controllggithi

In the context of the Jitingfo(fF orthe M % SEHK, and as contemplated
by section 13 of the Mérg anes, \" Ex and SEHK entered into a
Memorandum of UndgfSta it ng \ \ . ong Exchanges and Clearing

Limited on The Stock c. nge/af ‘L mited on 19 June 2000 (“First

MOU") B
¥ e
The SFC, HKEx and SEHEK, paiiics (o the OU, wish to amend the terms of the

First MOU and have agreed t PET#J Jnto £ DU to replace and supersede the First
MOU. The amendment for the ope of the First MOU to
cover GEM as welfasthe Mam Hoard of SEHE andt rema ",n bring up-to-date certain

provisions of the F i oe of time.

INTERPRETATION ¢ o,

mrm.m,,ﬂua’awﬂwﬁwmni
gﬁ:mmaﬁmm bl ioh 13 b

GEM the Growth Enterprise Market operated by SEHK

GEM Listing Rules Rules Governing the Listing of Securities on the Growth
Enterprise Market of The Stock Exchange of Hong
Kong Limited
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Listing Rules Main Board Listing Rules and/or GEM Listing Rules, as
the context or nature of the applicant or issuer may
require

Main Board the stock market operated by SEHK prior to the

establishment of GEM (excluding the options market)
and which stock market continues to be operated by
SEHK in parallel with GEM, and for the avoidance of
doubt the Main Board excludes GEM

Main Board Listing Rules Governing the Listing of Securities on The Stock

Rules Hong Kong Limited

Merger Ordinance Clearing Houses (Merger)

MOU

Relevant Listing #C 1.3 ® Main Board Listing Rules and Chapter
: / R\ ~

Rules £ Aine k

Relevant Ordinance Commission Ordinance

\-'i‘- panies Ordinance (Cap. 32)
zlates, whether directly or
e of functions by the SFC in
seland purchase by a company of
] 11 of that Ordinance (insofar as
whether directly or indirectly, to the
5. by SFC in relation to
s Ihtdinance (Cap. 333), the
ohibition) Ordinance (Cap.
m 82 | adififi Ordinance (Cap. 250), the
Merger Ordinance, the Protéetion of Investors Ordinance

¢ 4Cap. 335), the 8tock Exchanges Unification Ordinance

A W S W T e

Intef'csts} ﬂl:dinanm: A’Cap. 396) the Securities
QRIATTIERVTINE T Y

1.2 Construction

1.2.1 In this MOU, where the context admits:

(a) words and expressions, the definitions of which are contained or referred to
in the Merger Ordinance or the Listing Rules, shall be construed as having
the meanings so attributed to them and when a word or an expression is
defined differently in the Main Board Listing Rules and the GEM Listing
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2.1

2.1.2

2.1.3

2.2

2.2.1
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Rules, then the context in which the word or expression is used shall
determine which definition applies;

(b)  references to statutory provisions shall be construed as references to those
provisions as respectively amended or re-enacted or as their application is
modified by other provisions (whether before or after the date hereof) from
time to time and shall include any provisions of which they are a re-
enactment (whether with or without modification); and

(c)  words importing the singular meaning include the plural meaning and vice
versa and words of one gender include both other genders, and words
denoting natural persons incl: yrporations and firms and vice versa.

STATUS OF THE PARTL ‘

The SFC is the statut galarot of\the, secu ‘ and futures markets in Hong
Kong. The Relevant Ogd ; allowing the SFC to oversee
the operations of HK#EX 2 ce provides, inter alia, for
the SFC to perform cegt ain powers in the event of
HKEX’s listing.

HKEX is a recognizell efthdnge. Cor ergand  SE is a company of which
HKEX is the controller, iff eah Cas } g given to that expression in
the Merger Ordinance.

SEHK is a wholly owned subsidi K Exe It is an Exchange Company (within
the meaning given o that-expr thie mOrdipance) which operates the
Stock Exchange offbng e restulandr of listed companies in
Hong Kong. Vi X

Purposes of this M(m m
et o %) 81 Y19 ] Y oy e

particular, ]:suﬂ may not take placg until the SFC is satisfied tha

o VRANIASUNARA TN 'ﬂrﬁ&n Ordinance

(Cap. 361) adequately deal with possible conflicts of interest that might
arise if HKEx were to be a listed company; and

(b)  HKEx has entered into arrangements with the SFC that adequately ensure,
inter alia, the integrity of the securities and futures market on the relevant
Exchange Company (within the meaning given to that expression in the
Merger Ordinance) and the compliance with obligations as a listed
company which would fall on HKEx if it were to become a listed company.
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2.2.4

2.2.5

230

Section 13(4) of the Merger Ordinance provides that the SFC shall have such
powers and functions as are provided for it under rules and arrangements referred
to in paragraphs (a) and (b) above respectively. The provisions of section 13 are
set out in Appendix I.

This MOU sets out arrangements agreed between the parties, as contemplated by
section 13 of the Merger Ordinance. SEHK is a party to this MOU to facilitate the
implementation of those arrangements. The SFC has the powers and functions
provided in this MOU.

The parties recognise that it is important that there be consistency of outcome and
timing as far as possible between:

t of the Rules of the Exchange
urities;

(a) SEHK in its adminisn
in relation to HKE

(b)  SEHK in its admifiSiiainGn and enforeemciitofithe Listing Rules in relation
to all applicantsof Lstiug v the Ma :: ardior GEM and listed issuers of
the Main Boarde®r 4GENI other thaw MKEx (“other applicants and
issuers”); ani .

:‘gﬁ{i.

rat

e
&

A\

(a) HKEx’s and other a_ eants . jers’ compliance with the Listing
Rules; . e Kb

(c) the SFC in 4 of the Listing Rules in

relation to HKE,

i)

Provisions of this MOU will relate to each other in

relation to:

F And
§
¢
e
=3 »
g r ]
e,

(b)  SEHK ahge in relation to HKEX’s

securities an N : SL@S;

(¢)  the SFC’s superyfigign and regulatignyof HKEXx as a listed issuer and, where
AU INY AN

(d) cnnﬂic&] of interest which Jgnay arise between the intern&9 of HKEx as a
i i 5 1 the interests

AT e Ve R ] o v

q

(e) market integrity.

This MOU records arrangements between the parties acting in different capacities
and reflecting various relationships, including:

(a) the SFC acting as the statutory regulator of Hong Kong’s securities and
futures markets and (with respect to HKEx and other persons where a
conflict of interest may arise) as the front line regulator of users of those
markets;
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2.3

23.1
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(b)  SEHK acting as the front line regulator of listed issuers and (with respect to
trading and clearing matters) Exchange Participants (except with respect to
HKEx and other persons where a conflict of interest may arise) and as a
securities exchange;

(¢)  HKEx acting in the capacity of a listed issuer and as the holding company
of SEHK and other companies of which HKEx is the controller; and

(d)  companies of which HKEx is the controller in the capacity of subsidiaries
of a listed issuer and as companies performing regulatory functions and
exercising regulatory p-nwers

Pursuant to this MOU and the | \w ules (referred to in clause 3.3.2
below) SEHK shall, at -lm_;«_-u requ FC, within a reasonable time
take actions or make ¢ IEx and other applicants and
issuers. Any such acti fAyinvolve the exercise of powers
or functions of a secu -: o ties exchange and, unless the parties
otherwise agree, sha ade by SEHK acting in the
relevant capacity o al ol

DG

Status of this MO
The parties acknowledge

(a)  this MOU is enteredintosb¥ the [ thics i | good faith and for the purpose of
facilitating a co-opcrati% ionship between the parties in the
context of the listing of _ siock Exchange of Hong Kong;

3h is MOU such provisions
T tion and interpretation as
(s cﬂlhis MOU according to its

(b) in the intepretation of anv of th
shall receive &u
will best ensur
true intent, m

o s innpinn s
enti require compliance
by sm;.r hereto with an;,of its respeclwe obligations wsmg hereunder;

@ holfine s MOU il driad 3 Q@aﬂ&a @\ Sidise any ofits

powers or perform any of its functions under any of the Relevant
Ordinances or the Listing Rules;

ing and spint;

(e) save as expressly provided for in this MOU and the Relevant Listing Rules,
the rights of HKEx and SEHK to exercise any of their respective powers or
functions under any of the Relevant Ordinances or the Listing Rules shall
be unaffected; and
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24.1

3.1.2

3.2

3.2.1

3.2.2

3.23

33

3.3.1
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(f)  this MOU shall be a public document and the contents hereof may be
disclosed and copies may be furnished by any party to any third party
without the consent of the other parties.

Amendment

This MOU may be varied, amended or supplemented at any time by an addendum
signed by all parties (“Addendum”).

LISTING ARRANGEMENTS

General powers and rights

The SFC shall, instead of S EMH..,' ake all aci d make all decisions in relation
to HKEx that would be takén by 5l of other applicants and issuers
except in the case of & ect of which the SFC states in
writing that it is satis ill not arise if that action or

decision were to be takga® . Ade, - : eoby SEHK.

shall have the powers and
be) provided for them
s and functions of the SFC
referred to in this MQI uding thos the Relevant Listing Rules) are
hereinafter referred to#s x L ) ",

Without prejudice to4h
functions, rights and

Listing of HKEx

Pursuant to the terms of the: FC had the power to receive and

consider HKEx’s ap 3=__._ for ‘_-"f'*-" - xchange of Hong Kong and
any pre-applicationd had-the gower , subject to HKEX's
rights of appeal, 13/ dpprove (with or without

fication , the SFC would be
ith the Listing Rules as a

conditions) the apphm ‘ s ap
responsible for the s ision of HKEX’s camplianc
listed issuer.

parsn o o€ ek AN NI D T pensn

for listing, could advise SEHK of Eny admm:slralwe steps it reasonably required

AT BRIy LAk Ny Ttk e T I

requiredjto carry out the administrative steps within the time period and in a like
way to that which it would do with respect to other applicants for listing.

In exercise of its power under the First MOU, the SFC approved HKEx’s
application for listing and HKEx became a listed company on the Main Board on
27 June 2000.

Ongoing listing procedures

Upon and from HKEx's listing, the SFC shall, in relation to HKEx, have all the
powers and functions that SEHK has in relation to a listed issuer, except SEHK's
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3.3.3

334

3.3.5

3.3.6
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power to make Listing Rules pursuant to section 34 (1) of the Stock Exchanges
Unification Ordinance (Cap. 361). SEHK shall have, and be entitled to exercise,
its normal powers and functions in the case of any action or decision in respect of
which the SFC has stated in writing that a conflict of interest will not arise if that
action or decision were to be taken or made, as the case may be, by SEHK.

The SFC has established a framework for exercising those SFC (HKEx Listing)
Powers which are concerned with listing matters. Such framework has been set out
in the Relevant Listing Rules. The provisions of the Relevant Listing Rules are set
out in Appendix 2. The parties acknowledge that the Relevant Listing Rules may
be changed pursuant to section 34 of the Stock Exchanges Unification Ordinance
(Cap. 361). The version of the Releyang Listing Rules appended hereto is attached
for ease of reference only and. any ' the Relevant Listing Rules after the
entry into force of this MOL an amendment of this MOU
requiring an Addendum. :

—
——

* .

.
N
DN

(c)  except as provifle ‘ 2% nake ‘any\referral under its statutory
obligations to jal

SEHK will not, unles
(a) be bound to monuér ;

(b)  enforce the Listi

SEHK will nominate the lhe‘a isting Division who:
-h‘ the SFC to discuss Listing Rule
in relation to HKEX as a listed

CRCTa W !'-YJ:I_!.-" ]ic}'}; ﬂnd
LY

g nﬁause 35.1

(a) from time to time, may. &
policy or administratio
issuer (e.g. ek

.
(b)  will give the "- :
All communications and gontacts between the Listing Division and the SFC in
relation to aﬂlwmma m{mﬁdcntial and shall
not be discl third t nternal and external
legal or other Balofessic-nal adviseri,for the purposes of obtaining advice, or under
complsi ) i Y ior i .1 The SFC
scknoNlls YN GEooN 1o gl D) bt o o
functiofis for HKEx as the parent company of SEHK. However, the Listing
Division shall not disclose the communications and comtacts with the SFC in

relation to HKEx to other personnel of HKEx other than the Chief Executive of
HKEx who shall thereupon be subject to the same confidentiality obligation.

SEHK will take action as required by the SFC in relation to:

(a) the admission to, suspension or removal from, listing on the Stock
Exchange of Hong Kong of HKEx’s securities; and
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34

34.1

34.2

343
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(b)  the suspension or resumption on SEHK’s trading system of trading in
HKEx’s securities.

SEHK will do so within the respective time limits as reasonably prescribed by the
SFC or in lieu thereof in a timely manner, and in the way as reasonably prescribed
by the SFC or in lieu thereof and to the extent practicable, in a like way to that
which it would do with respect to other listed issuers.

In relation to HKEx as a listed issuer, the SFC will advise SEHK of any
administrative steps it reasonably requires SEHK to take on its behalf. The SFC
shall not require SEHK to take steps which SEHK would not take with respect to
other listed issuers. SEHK will c ﬂm administrative steps within the time
period and in a like way to that Wi u in respect of other listed issuers.

Wessteps it reasonably requires
Sionuof the decision-making and
announcements. The SFC
ould not take with respect to

The SFC will advise«8
SEHK to take on its hgh
administrative steps invg
shall not require SEI

other listed issuers. S AN ist ative steps within the time
period and in a likes g wld do ‘with respect to other listed
issuers. \

If a document for releasg'tothé mazl . on S EHK that should have been
served on the SFC acting ini e ;r'_ K as the regulator of HKEX in respect
of listing matters, SEHK

(a)  as soon as regsonably pr clicable; pi pcument to the SFC; and

;=

(b) not release ﬁ{, h
accordance

\'ﬂ adam
clause 3.4,

dosoman Wﬁﬁﬂﬂ?ﬁﬂ"m  of the Relovat
disclosures ing! Rules y of the Relevant

Ordinances {e , a notice by any person pursuant to the Secun (Disclosure of

e T T S R

listed is§uers.

T copy thereof except in
dm' the SFC pursuant to this

The SFC may specify documents, or classes of documents, required by the
Relevant Ordinances to be served on a securities exchange that will not be subject
to this clause 3.4.
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3.5.1

3.5.2

353

3.6

3.6.1

3.6.2

3.6.3
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Listing Rule waiver procedures

When the SFC receives a waiver application from HKEx in respect of the Listing
Rules, the Listing Division shall at the request of the SFC as soon as reasonably
practicable provide the SFC with the following:

(a) access to SEHK s internal waivers database;

(b)  if asked, background papers retained by SEHK in relation to the waiver
decisions in (a); and

. VEE_}'G or administration, in relation to the
' &in part by way of a direct data

with an application for a

(c) if asked, advice on SE
relevant Listing Rule.

The above information

link.

Regulatory informatiog
waiver will be treated cou

,. ed by SEHK in its internal
» be recorded.

Waivers granted and ng
database. The SFC

Fees and expenses

|
HKEx will pay the SFC theffollowiny
Vi

(2)  in relation to HKEX’s listne ap lon, and ongoing listing, any fees
required by the 3 Rules; and

(b)  in comparable es a N ny fee that would have

been ]:.-i!;}ra‘;tl:lrh:nI1 Oﬂs&uers in connection with
their listing onthe Stock Exchange of Hong K

e mmmwmmm::; e
aﬂmmhmﬁmmmﬁmﬁ

incurred in performing administrative steps for the SFC hereunder. The aggregate
amounts payable by the SFC shall not exceed the amount of the fees it receives
from HKEx under clause 3.6.1.
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4.2.1

4,2.2
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3.1

236

CONFLICTS OF INTEREST AND MARKET INTEGRITY

Conflicts of interest

Section 13(2)(a) of the Merger Ordinance requires the SFC to be satisfied that
HKEx has put in place procedures (detailing among other things the powers and
functions, rights and obligations of the SFC and HKEx respectively) to deal with
conflicts of interest that may arise between, on the one hand, the interests of HKEx
as a listed company and/or the companies of which it is the controller, and on the
other hand, the interests of the proper performance of regulatory functions by such
companies. The parties have agreed those procedures as are set out in Appendix 3.

Market integrity

ed that, with the coming into

rmalize new arrangements as

ectivendischarge of their respective
HKEx and its subsidiaries,
M

| andyr _i-‘-\ surveillance to reduce any areas
/. n \‘1\ sly to discharge its statutory
had 7‘-"\;. 8 HKEx with a draft of a

ese matters as a basis of

In the First MOU, y_ar
effect of the Merger Ordi

soon as reasonably g ]
responsibilities in relais
supervision of Exchangg
of duplication of f@RCtig
relationship and to e
obligation of superya$ion
proposed Memorandung® o'l | 1
further discussions. #he Pamties ) "n 0 WO \\-, er in good faith and in a
spirit of mutual coopergfio; 15“@9:;5' er that draft @and to finalize as quickly as

reasonably practicable dn appropii e Men =|J"| of Understanding.

othgiand cooperative working

Before the signing of the Meifio ~of Understanding referred to in clause
4.2.1, the parties ag eed, of them would _continue to observe the then

existing Memoran MsJaud practices delineating
their respective a¥ 5 of 0 {lign-sharing arrangements
between them, includging t cmﬁc of correspondence in
relation to disciplina ‘ arrangements and information-sharing immediately prior to

the coming into force ofithe Merger Ordingnge.

pursuant to {Wddotaah 1 G fil ik B Beruary 2001, he SFC

and HKEx established arrangements between them with respect to SFC oversight

R T I TR Y

Where SEHK, in the course of its surveillance of Exchange Participants (in relation
to trading and clearing matters) and listed issuers or as a result of complaints or
market intelligence, detects unusual market activity (whether of an Exchange
Participant, their representative or clients) involving HKEx's securities which
reveals a possible breach of any of the Relevant Ordinances, business rules or
conditions of a licence, SEHK will immediately inform the SFC. This clause 5.1
does not require SEHK to undertake surveillance functions or actions which it does
not already undertake at the date hereof.
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6.

6.1

6.2

6.2.1

6.3

6.3.1

6.3.2

6.4
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If SEHK informs the SFC under clause 5.1, it will then inform the SFC of SEHKs
findings.

MISCELLANEOUS

Confidentiality

None of the parties will disclose any confidential information obtained under this
MOU to a third party unless:

(a)  prior written consent of the othenp: ies is obtained; or

the information; or
‘|I.-.J . .
ve-into ! cwnamenmse than as a result

(b)  itisrequired or au

(c)  the information-has
of its breach of

Strategic review
A strategic review of oM pillak '\ ch year at a place, date and
time to be agreed. 1 3 ive officers of the parties.

It will address any m "‘1“ \ necessary or desirable to

review.

Operational meeting A "3 z

Haiadias -
The parties will meet at the cgHest of 1y to discuss the operation of this
MOU, any system acces ntormation 4 d_any other operational matters

that an recards as important to discus Y
y party rega ‘_;._..... 1.__.‘

Nothing in this MOl shoul | the ability of the SFC to
raise with HKEx, HKEx to raise with the SFG¢ any measures that seem
necessary or desirable tg’enhance the operatipn of this MOU.

e U INENTHYINT
P BT e T

appropfiate ame nts as soon as practicable thereafter.

General co-operation and assistlnu
HKEx, SEHK and the SFC will provide each other with such co-operation and

assistance in good faith as is necessary or desirable to achieve the objeciives of
section 13 of the Merger Ordinance, this MOU and the Relevant Listing Rules.

The parties acknowledge that:
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(a)  the SFC may determine at any time that it is necessary or desirable to
change or supplement the rules in the Relevant Listing Rules; or

(b)  either the SFC or HKEx may determine at any time that it is necessary or
desirable to change or supplement the arrangements in this MOU,

in order to continue to satisfy the requirements of section 13 of the Merger
Ordinance. In such event, the parties will co-operate to ensure that the new or
revised rules are made and the new or revised arrangements are entered into.
Nothing in this sub-clause shall derogate from SEHK’s general rule making powers
under section 34 of the Stock Exchanges Unification Ordinance (Cap. 361).

In the course of exercising its po ngtions under section 13 of the Merger

Ordinance, the SFC may request th 1I SEH] another company of which HKEx
is the controller) perfori T‘L:;- inistfat®C _tasks on its behalf as the SFC

the purposes Of that section, the Relevant
endum. HEK all procure that the relevant
.‘\1 3 :‘"{ ~ g res
asks withinetk pective time limits as
1 lien the: a timely manner, and in the
= NI |
SEQ ' \ W thereof and to the extent
g dgwwith respect to other listed

reasonably considers app 4
Listing Rules, this M@ v A

company will proper Loty if
reasonably prescribed by g l
way as reasonably pfescub by

practicable in a like » Y
issuers.

C §=
1

: fo
#7!

In relation to any requst g

tisfied that a conflict of interest will
eleévant company; and

(a) the SFC will stale i
not arise if that tz

(b)  HKEx will ipform task is got one which the relevant

company waBld perform with respect ta-athergrdons it regulates and the
SFC and HKEX will th dud how the task should be

performed. m m

HKEXx shall procure that SEHK shall comply with the provisions of and promptly

rerom e PRI TENINE NG

As soon as reaﬂnably practicable fg!lnmng a n‘:Lesl of the SFC

o FRVAIRIN UAIN HAR B w5

Securities (and/or where a conflict of interest may exist, those of any
company regulated by SEHK) which is in the possession or control of
SEHK; and

(b) HKEx will provide to the SFC information relating to holders of voting
rights in HKEx which is in its possession or control.
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Effect on other arrangements

The Amended and Restated Memorandum of Understanding Governing Listing
Matters and the Amended and Restated Addendum to the Memorandum of
Understanding Governing Listing Matters both dated 6 March 2000 between the
SFC and SEHK shall have effect subject to any conflicting provisions of this MOU
or of the Relevant Listing Rules. ’

With effect from the date of this MOU, this MOU will supersede, repeal and
replace the First MOU in its entirety.

In the event of there being any conflict
the Relevant Listing Rules and any

SFC and HKEx and/or SE} S
MOU and/or the Releva

SFC may delegate pd('

The SFC may delegate j / | s under this MOU and the Relevant
Listing Rules purs he ritics and Futures Commission
Ordinance (Cap. 24).

een the provisions of this MOU and/or

EFFECTIVE DATE ANIITERM:

This MOU shall come ifto '.- ﬁ( [at
agreed in writing between (e SEC i 11
P ;

This MOU will continue in forcemniils

-

-:'.':'r:s'.:;aa;s;;:uj the Listing Rules, or
3

s a’&c in writing to terminate

(a] HKEXC 1oy he g i
V.

(b)  subject to thg Merge
this MOU: o

O ek TRTH ) )5

Provided that ﬂ: termination shallbe without Ecjudice to an}rﬁyghts which any

IR TN TN TI N TR Y

In casedf a failure or refusal on the part of HKEx or SEHK to comply fully with
the provisions of, or to perform its respective obligations under this MOU, then the
SFC may, in its absolute discretion, take any action it considers necessary or
desirable, and in particular the SFC may (in addition and without prejudice to its
statutory powers) unilaterally terminate this MOU by giving not less than 14 days
written notice (which shall include the reason or reasons for such termination) to
HKEx and SEHK respectively.
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DATED this 22™ day of August 2001

SIGNED FOR AND ON BEHALF OF THE
SECURITIES AND FUTURES COMMISSION
BY Mr. Andrew L. T Sheng

authorised so to do by resolution of the

Securities and Futures Commission

on 20™ August 2001

" Sed. A. Sheng

Tt S M N N

SIGNED FOR AND ON BE
HONG KONG EXCHANG
BY Mr. Kwong Ki Chi
authorised so to do by reso

)
)
) Sgd. K.C. Kwong
)
on 15™ August 2001 )

SIGNED FOR AND ON BEHALF O _;,ﬂ" ,u
THE STOCK EXCHANGE O
BY Mr. Fok Kwong Man'y =
authorised so 1o do by resolidii
on 17" August 2001 I

ﬂ‘IJEI’J'VIEWIﬁWEI']ﬂ‘i
ammﬂimum'swmaa

Sgd. K.M. Fok

Tt et S St
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