Corporate Finance Division
Securities and Futures Commission
35/F, Cheung Kong Center

2 Queen’s Road Central

Corporate Communications Department

c/o Hong Kong Exchanges and Clearing Limited
12/F, One International Finance Centre

1 Harbour View Street

Central, Hong Kofllg

3 October 2016
Dear Sirs,

RE: Consultation Paper on Proposed Enhancements fo the Exchange’s Decision
Making and Governance Structure for Listing Regulation

I am a Hong Kong Permanent Resident, a general investor in the Hong Kong stock
market, and a layman. Specifically, I have invested in, among other stocks, the
Siberian Mining Group Company Limited (the “SMG,” stock code 1142).

I have been very active in the Hong Kong High Court. Enclosed please find my
Skeleton Submission on (Annexure 1), in which I asked about the
constitutionality of Section 22 of the Securities and Futures Ordinance (“SFO”),

and my Application for Leave to Apply for Judicial Review on

(Annexure 2), in which I asked whether the current regulatory regime for the listing
regulation undet the SFO is compatible to Articles 109 and 110 of the Basic Law. I
am also enclosing recent article in one of the local financial magazines (Annexure 3).,

Chief Justice Ma often states that there is “no one in Hong Kong is above the Law.”
By construction of the Law, mainly under Article 35 of the Basic Law, Hong Kong
residents have “rights” to sue even the Chief Executive CY Leung. But by Section 22
of the SFO, we cannot sue David Graham or Joyce Chan, employees of the Stock
Exchange of Hong Kong. I understand the Stock Exchange and its personnel are the
only ones in Hong Kong that enjoy statutory immunity, i.e. they alone are above the
Law in Hong Kong, I understand that Article 35 is subversive to Common Law
principles but very similar to the Constitution of the People’s Republic of China. Now,
I believe it is now up to the Court to decide.




Meanwhile, Article 110 of the Basic Law states that:

The monetary and financial systems of the Hong Kong Special Administrative Region
shall be prescribed by law.

The Government of the Hong Kong Special Administrative Region shall, on its own,

Sormulate monetary and financial policies, safeguard the free operation of financial
business and financial markets, and regulate and supervise them in accordance with
law.
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The term, “on its own™ or B {THlXE, appears 23 times in the Basic Law. The
dictionary meaning of “on its own” is stated as “unaccompanied, not shared with, by
itself etc.” It appears the intent of including the term “on its own,” is to emphasize that
the HK SAR Government would be solely responsible with the prescribed duties and
solely empowered to execute the prescribed regulations for the public interest of Hong
Kong SAR. Hence, it seems the Government of HKSAR (in this case, the SFC) must
not share or delegate any of its regulatory duties to a non-government entity (in this
case, the HKEX or SEHK),

M. Tong, the Chairman of the SFC, stated about the Consultation, in an interview in
2015:

“The SFC now acts only as a goalkeeper in a soccer match. The proposed changes
will allow it to play the roles of a defender and midfielder, while HKEX will remain
as the striker,”

Well, to a layman, Article 110 seems to say that the HKEX should not be playing at
all, not even as a bench warmer. Mr. Tong, David Graham is not your David
Beckham, He is simply an ineligible player on the field of regulation and policy
making. And he is making own goals, like in the case of allowing Siberian Mining
Shares to resume trading, for his own perverse benefit, since his annual income is
directly tied to the volume of trade on the HKEX.

The other main pillar that aspires to maintain Hong Kong as international financial

centre (according to Article 109), the HKMA, does not delegate monetary policy
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duties and powers to a listed company. For example, it would make no sense for the
HKMA to assign its duties to the HSBC, which is why it rightfully refrains from
doing so. SFC saying that it has no wish to regulate listing is like the referee in a
World Cup match refusing to officiate. For the SFC to assign this duty to the HKEX
is akin to allowing a player on the field to take the referee role while simultaneously
remaining interested as a player in the outcome of the match.

Another ridiculous advent of the Consultation would be that one half of committee
members would enjoy the statutory immunity under Section 22, while the other half
would be subject to civil liability. If my read of the Basic Law is correct, the Stock
Exchange of Hong Kong is and has been an unconstitutional organization but with
statutory immunity. [ would go as far as that instances such as allowing companies
like Siberian Mining Group to resume trading is like a blatant act of racketeering.

This is a modern-day case of the Emperor's New Clothes by Hans Anderson. No one
dared, not even the SFC, to say that the Stock Exchange has been shamefully naked.
The cyborg Goliath has been too daunting. If my read of the Basic Law is correct, this
whole Consultation process itself should be moot and perhaps even illegal; it is
merely consulting to sustain the unconstitutional regulatory regime that has become
so foul, as epitomized in the SMG, Tech Pro, Millennium Pacific, Roma Group
Limited, and so many many many other listed companies.

Charles Zhi
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