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1. Introduction

The China-Switzerland Stock Connect Program (“Pro-
gram’), launched on 28 July 2022, opened the gate-
way for Chinese companies to access the Swiss stock
market, i.e., SIX Swiss Exchange (and vice versa).

The Program allows Chinese companies, already lis-
ted on either the Shanghai Stock Exchange or the
Shenzhen Stock Exchange in China, to list Global De-
pository Receipts (GDRs) on SIX Swiss Exchange. As
of 15 March 2024, 17 Chinese companies have listed
GDRs on SIX Swiss Exchange (see the list in Section
5 hereunder).

This article focuses on the main regulatory require-
ments of the applicable Swiss listing rules relevant
for the listing of GDRs and provides an update on the
status of GDR listings by Chinese companies on SIX
Swiss Exchange.

2. What are GDRs and why list them in Switzer-
land?

Global Depository Receipts (‘GDRS’) are tradable cer-
tificates that are issued by the GDR issuer to represent
deposited equity securities which are segregated and
held onafiduciary basis by a depository suchas abank
or securities firm. GDRs allow for the (indirect) exercise
of the membership and asset rights of the deposited
equity securities'. The deposited equity securities are
the underlying shares that have been listed in the home
country. Chinese listed companies are bound by strict
domestic regulations for secondary listings of shares
abroad, which makes the alternative route of a listing
in the GDR segment of SIX Swiss Exchange more ap-
pealing.

Switzerland is one of the worlds leading and most
competitive and secure financial centers. It is a small
country located in the heart of Europe, neighbored by
Italy to the south, France to the west, Germany to the
north and Austria and Liechtenstein to the east. The
economic environment in Switzerland s very stable.

1See: <https://www.six-group.com/en/products-services/the-swiss-
stock-exchange/listing/equities/ipo/gdrhtmi>.
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It is generally rather moderately affected by the dyna-
mics of the international capital markets. In addition,
Switzerland's legal and regulatory framework is well-
established and appropriate, which enables the finan-
cial sector to provide high-quality services and be in-
novative.

Being the only country in continental Europe to have
signed a bilateral free trade agreement with China, the
key advantages for Chinese companies to list GDRsin
Switzerland comprise, inter alia, low costs, speed and
efficiency interms of process, as well asregulatory sta-
bility.

Thus, GDR listings on the SIX Swiss Exchange offer
Chinese companies access to the Swiss and Euro-
pean capital markets and the potential to attract inves-
tors and achieve a higher demand in an economically,
legally, and socially very stable environment such as
Switzerland.

3. Regulatory Requirements for GDRs on SIX
Swiss Exchange

The SIX Listing Rules (‘LR”), last modified on 23 Au-
gust 2023 and entered into force on 1 February 2024 ,
set out the general regulatory requirements for listings
of GDR on SIX Swiss Exchange in the following 3 key
aspects: 1) listing requirements; 2) obligations with re-
spect to the listing; and 3) conditions to maintain a lis-
ting.

Therevisionof Art.53and56 of the Listing Rules, which
took place in August 2023 and entered into force on 1
February 2024, primarily concerned the conditions for
maintaining a listing, including the removal of interim
reporting obligations by GDR issuers. The listing requi-
rements and obligations regarding a listing remained
unchanged.

31 Listing Requirements
1) Requirements for GDR Issuers

The requirements for GDR issuers are very similar to
those for a primary listing of shares in the main market
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onSIX, namely?:

i) Lawful foundation: The establishment and the ar-
ticles of association of the issuer must comply with the
national law to which the issuer is subject;

ii) Duration: The issuer must have existed as a com-
pany for at least three years;

iii) Annual financial statements: The issuer must
have produced annual financial statements in accor-
dance with the required financial reporting standard
for three full financial years preceding the listing appli-
cation.

iv) Auditors and audit report: The issuer must have
an auditor and the audit reports must comply with the
financial reporting standard inaccordance with the ge-
neral SIX listing requirements;

v) Minimum equity capital: At least CHF 25 million
in accordance with the applicable financial reporting
standard.

2) Requirements for the Depository
The depository must fulfill one of the following criterias:

i) Being a bank governed by the Swiss Banking Act, or
a securities firm governed by the Swiss Financial Insti-
tutions Act; or

ii) Being subject to equivalent foreign supervision.

3) Requirements for the Underlying Shares to be
held on a Fiduciary Basis

The general requirements for the equity securities un-
derlying the GDRs are set out below*:

i) The depository agreement must provide for the un-
derlying shares to be held by the depository on a fidu-
ciary basis on behalf of the investors with rights to the
GDR in question, so that they can be separated and
segregated infavor of the investors in the event of debt
restructuring or insolvency of the depository, and for

2Art.91and Art. 1016 LR.
SArt.92LR.
4Art. 93.
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the depository to exercise all property and members-
hip rights attached to the underlying shares in the inter-
ests of those investors.

i) The depository agreement must oblige the depo-
sitory to provide to the Regulatory Board and/or SIX
Exchange Regulation upon request all information and
documentation in connection with the implementation
of the depository agreement, in particular, with respect
to the number of underlying shares deposited and glo-
bal depository receiptsissued.

4) Requirements for the GDRs

The general requirements for any other securitiesinthe
main market under the SIX Listing Rules apply mutatis
mutandis to the GDRs and are primarily the following?®:

i) Legal validity: The GDRs must be lawfully and valid-
ly issued.

i) Listing by class: The listing of the GDRs must com-
prise all of the issued securities in the same category.

iii) Free float: The GDRs must have an adequate free
float at the time of listing, i.e., at least 20% of all the issu-
er's outstanding GDRs in the same category are in pu-
blic ownership, and the capitalization of the individual
categories of GDRs in public ownership amounts to at
least CHF 25 million.

iv) Tradability: The GDRs must be properly tradable
and rules on legal ownership for the GDRs must be es-
tablished by the issuer.

v) Denominations: The denominations forming the
total value of a GDR must enable an exchange trans-
actionin the amount of one round lot.

vi) Clearing and settlement: The issuer must ensure
that the GDR transactions can be cleared and settled
via the systems permitted by SIX Swiss Exchange.

vii) Paying agent: The Listing Rules provide that ser-
vices pertaining tointerest as well as all other corporate
actions (including the receipt and handling of exercise
notice) are provided in Switzerland.

5Art.94 para.1and Art. 17-26 LR.
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viii) Listing in the home country: GDRs from an
issuer that has its registered office in a third state (i.e.,
outside of Switzerland), and that are not listed on a
stock exchange either in that state or in the state in
which the majority of shares are held may be listed
onlyifthereis confirmation that the absence of listings
in these states is not due to non-fulfiiment of investor
protection regulations.

ix) Continued fulfilment of listing requirements:
The listing requirements laid down in Art. 10, Art. 13,
Art. 16, Art. 18, Art. 21, Art. 22, Art. 23 and Art. 24 LR
must continue to be fulfilled for the entire duration of
the listing of the GDR.

3.2 Obligations with respect to the Listing

The following obligations with respect to the listing of
the GDRs apply:

i) Prospectus in accordance with FinSA: The issu-
er must submit evidence in the listing application that
it has a prospectus approved by a Prospectus Office
in accordance with the Swiss Federal Financial Ser-
vices Act (FinSA), or that is deemed to be approvedin
accordance with the FInSA®.

ii) Official notice: The issuer must publish an official
notice’ . The purpose of the official notice is to inform
the investors on the listing and the options for obtai-
ning the prospectus and an addendum, if any, free of
charge, each in accordance with the FinSA (including
where itis available in printed formand/or where it can
be accessed electronically). The official notice must
be published no later than 8.00 a.m. Central European
Time on the day of the listing of the GDR.

iii) Issuer declaration: The GDR issuer, prior to the
planned listing date, must submit a duly signed de-
claration stating that: (1) Its responsible bodies are
in agreement with the listing; (2) it has read and ack-
nowledges the Listing Rules, recognizes or the Court
of Arbitration determined by the Rules of Arbitration
and expressly agrees to be bound by any arbitration
agreement, recognizes the conditions for continued

6Art.95para.1LR.
"Art.40apara. 1LR.
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listing and consents to be bound by the version of the
legal foundations that is in force at any given time; and
(3) it will pay the listing charges®.

3.3 Conditions for Maintaining the Listing

The following are the conditions which must be fulfilled
by the GDR issuer for the maintaining of the listing of
the GDRs on SIX Swiss Exchange:

i) Annual reporting: The issuer should publish an an-
nual report comprising (1) annual financial statements
in accordance with the applicable financial reporting
standard; and (2) the audit report®.

ii) Financial reporting standards: The issuer should
draw up annual financial statements in accordance
with the recognized financial reporting standard™.

iii) Corporate calendar: At the beginning of each fi-
nancial year upon the listing, the issuer shall produce a
corporate calendar covering at least the current finan-
cial year and shallkeepitup to date™.

iv) Management transactions: The issuer must en-
sure that the members of the board of directorsand the
executive committee report transactions in both the
GDRs and the underlying shares in accordance with
the Directive on the Disclosure of Management Trans-
actions of SIX Swiss Exchange™.

v) Corporate governance: The issuer is required to
declare in both the prospectus in accordance with the
FinSA and the annual report that it adheres to the cor-
porate governance standards of its domestic market.
The Directive on Information relating to Corporate Go-
vernance of SIX Swiss Exchange is not applicable for
GDRissuers®.

vi) Ad hoc pubilicity: The issuer is obliged to disclose
price sensitive facts, whose disclosure is capable of
triggering a significant change in market prices. A price

8Art. 98 and Art.45LR.
9Art.49LR.

©Art.51LR.

"Art.52 para. 1LR.

2 Art. 100 and Art. 56 LR.
BArt.101para. 1LR.
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change is significant if is considerably greater than the
usual price fluctuations™.

vii) Changes to depository and depository ag-
reement: Such changes must be reported to SIX Ex-
change Regulation at the same time when the holder
of the GDRs are informed™®.

3.4 GDR Listing Process on SIX Swiss Exchange

The listing process of GDRs is regulated by the Listing
Rules and the Directive on the Procedures for Equity
Securities (‘DPES”) of SIX Swiss Exchange. The GDR
listing process of SIX Swiss Exchange is fast and effi-
cient, because it provides for well-balanced and mar-
ket-oriented listing requirements.

In the context of listing GDRs by Chinese companies,
the convenience provided by SIX Swiss Exchange in
the listing process includes, but is not limited to, the ac-
ceptance of the Accounting Standard of the People’s
Republic of China for Business Enterprises (Accoun-
ting Standards for Business Enterprises, "ASBE”).

Based on the above framework, the process to list
GDRs on SIX Swiss Exchange contains, inter alia, the
following steps:

i) Submit a listing application in writing to SIX Exchange
Regulation with the prospectus enclosed (see Section
3.2-i) hereabove).

i) Submit a duly signed issuer declaration, the official
notice, the depository agreement, evidence that the
requirements for the depository of Art. 92 LR have
been fulfilled, copies of the last two annual reports (for
the last three full financial years) of the issuer and the
last two annual reports of the depository, and for new
issuers of GDRs an extract of the Commercial Register
(see Art. 7 et seq. DPES and Section 3.2-ii) hereabove).

Moreover, the listing application for the GDR listing
must be submitted to SIX Exchange Regulation by a
recognized representation.

“Art.103and Art. 53 et seq.LR.
®Art. 104 LR.
® Art. 58apara. 1LR.
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While the Prospectus Office (SIX Exchange Regula-
tion AG) will review and approve the prospectus ba-
sed on the FInSA, the Regulatory Board of SIX Swiss
Exchange will review the listing application and decide
whether to approve or refuse the listing application ba-
sed onthe Listing Rules.

4.Regulationsreleased in mid-2023 by the Shang-
hai and Shenzhen Stock Exchange on the GDR
Listings for Chinese companies

Since the issuance and listing of GDRs are subject to
both domestic (Chinese) and overseas (Swiss) regu-
latory requirements, the GDR listings will be certainly
affected not only by the Swiss regulation rules but also
the Chinese ones. It is therefore worth briefly mentio-
ning the changes to the GDR listing regulations in Chi-
na.

Following the release of the Guidelines on the Applica-
tion of Regulatory Rules — Offshore Issuance and Lis-
ting No. 6: Guidelines on Offshore Issuance of Global
Depositary Receipts by Domestically Listed Compa-
nies" by the China Securities Regulatory Commission
(CSRC) on 16 May 2023, the Shanghai and Shenzhen
Stock Exchange amended their Interim Measures for
the Listing and Trading of Depositary Receipts under
the Connect Scheme between Shanghai/Shenzhen
Stock Exchange and Overseas Stock Exchanges (“In-
terim Measures”)® which makes the domestic GDR lis-
ting procedure in China more sophisticated.

The main changes include, but are not limited to, the
qualifications of the applicant, inter alia, the require-
ments for the Chinese companies planningtolist GDRs
on the overseas stock exchanges by issuing new do-
mestic underlying shares. To apply to the Shenzhen/
Shanghai Stock Exchange to list GDRs overseas by is-
suing new underlying stocks domestically in China, the

http://www.csrc.gov.en/csre/c101932/c7408878/content.shtml

B XFRM (LBIESRBSEINESR ZMERKEEFATE
IEEMRBEITINE (2023FE1T) ) RUER] | SIS S
Fr (ssecomen) and 2 F &% GRYINESRZSIEINESAS
FrEEREBEFIEEIE MRS ETINE (20235H&1T) ) AYEHI

(szsecn).



Kellerhals
Carrard

company must fulfill the following criteria™:

« compliance with the issuing conditions set forth in
the Measures for the Administration of Initial Public
Offering Stocks Registration of the CSRC;

«  whenapplying for GDR listing, it has been listed for
more than one year at the Shanghai/Shenzhen
Stock Exchange; andif it was engagedinarestruc-
turing, it can only apply in one year after the com-
pletion of restructuring and listing; and

« the average market capitalization of A shares cal-
culated on the basis of the closing price of the
shares for the 120 trading days prior to the date of
application for the issuance shall not be less than
RMB 20 billion.

Notwithstanding the above changes numerous Chine-
se companies plan to list GDRs on the SIX Swiss Ex-
change inthe coming years.

5. Rapidly growing Number of GDR Listings by
Chinese Companies on SIX Swiss Exchange

While the number is continuously and rapidly growing, as of
15 March 2024 there were already 17 Chinese companies
which have listed GDRs on SIX Swiss Exchange, inter alia 9
companies in 2022 and 8 companies in 2023:

Nr. Issuer Listing Date | Number of | Issue Transaction
GDRs price size
(UsD) (Mio USD)
1) GEM Co., Ltd. 28.07.2022 | 31'002'500 |12.28 381
2) Gotion High-tech Co., 28.07.2022 |22'833'400 | 30.00 685
Ltd.
3) Keda Industrial Group 28.07.2022 | 12'000°'000 | 14.43 173
Co., Ltd.
4) Ningbo Shanshan Co., 28.07.2022 | 15'442'300 | 20.64 318
Ltd.
5) Lepu Medical 21.09.2022 | 17'684'396 | 12.68 224
Technology
6) Joincare Pharmaceutical | 26.09.2022 | 6’382’500 14.42 92
Group Industry Co., Ltd.
7) Sunwoda Electronic Co., | 14.11.2022 | 28'759'000 | 15.30 440
Ltd.
8) Hangzhou Greatstar 15.11.2022 |(11’812'700 | 13.08 155
Industrial Co., Ltd.
9) Jiangsu Eastern 28.12.2022 | 39794000 | 18.05 7183
Shenghong Co., Ltd.

9 Art. 105 Interim Measures.
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10) Zhejiang Hangke 22.02.2023 | 12'625'697 | 13.69 172.85
Technology
Incorporated Company

11) Fangda Carbon New 15.03.2023 | 22’000°000 | 8.63 189.86
Material Co., Ltd.

12) Zhejiang Supcon 17.04.2023 | 20'958'000 | 26.94 564.6
Technology Co., Ltd.

13) Yangzhou Yangjie 18.04.2023 | 14’339'500 | 15.00 215.1
Electronic Technology
Co., Ltd.

14) Kunshan Dongwei 13.06.2023 | 5'888’000 17.80 108.4
Technology Co., Ltd.

15) Zhejiang Huayou Cobalt | 07.07.2023 | 50°000'000 | 11.65 582.5
Co., Ltd.

16) Will Semiconductor Co., | 10.11.2023 | 31'000°'000 | 14.35 444.9
Ltd.

17) Shenzhen Senior 18.12.2023 | 12'684’800 | 9.46 120
Technology Material
Co., Ltd.

6. Conclusion

Theissuance of GDRs by Chinese listed companies on SIX
Swiss Exchange has received a lot of attention since the
launch of the Program. Due to the increased access to Swiss
and European investor, adequate listing rules for GDRs as
well as Switzerland's strong position in the global financial
market a rapidly increasing number of Chinese companies
issues and lists GDRs on the SIX Swiss Exchange.

Despite that it is foreseeable that the regulation of GDR lis-
tings in China may keep changing from time to time, listings
of GDRs on SIX Swiss Exchange are expected toremainan
appealing option for Chinese companies. Therefore, GDR
offerings are a great way to better connect China and Swit-
zerland.
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