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Business Avoidance 
 

 
Chapter 1. General 

1.This policy aims to ensure independent, objective and fair 
rating services and to build a good rating culture. 
 

Chapter 2. Avoidance of Business Level 
Conflict 

2.The Company should not carry on any business which 
can reasonably be considered to have the potential to give 
rise to any conflict of interest in relation to its business of 
providing credit rating services. The Company shall 
separate its rating business from any other business that 
may present a conflict of interest in terms of the 
organization structure, personnel, policy setting, and 
documentation to avoid conflicts of interest with the 
Company’s rating services.   
 
3.The Company is not allowed to engage in any securities 
or derivatives trading giving rise to conflicts of interest with 
the Company’s rating activities, or which might reasonably 
be expected to give rise to such conflicts of interest. 
 
4.The Company is not allowed to provide consultancy or 
advisory services to a rated entity, or a related party of a 
rated entity, regarding the corporate or legal structure, 
assets, liabilities, or activities of that rated entity or related 
party. 
 
5.The Company is not allowed to provide rating services to 
the rated entity under the below situation(s): 
 
(1) The Company and the rated entity are controlled by the 
same de facto controller; 
 
(2) A single shareholder holds more than 5% of the shares 
of the Company and the rated entity simultaneously; 
 
(3) The rated entity and the de facto controller of the rated 
entity directly or indirectly hold more than 5% of the shares 
of the Company; 
(4) The Company and the de facto controller of the 
Company directly or indirectly hold more than 5% of the 
shares of the rated entity; 
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(5) The Company and the de facto controller of the 
Company own securities or derivatives of the rated entity; 
 
(6) The director, supervisor, or management of the 
Company holds any position in the rated entity; 
 
(7) The Company and the rated entity provide financing or 
guarantees to each other; 
 
(8) The Company has a business relationship with the rated 
entity that causes or may cause a conflict of interest; 
 
(9) Other cases stipulated by the regulatory authority to 
protect investors and maintain social interests. 
 
6.Business Department shall sign the engagement letter 
and the rating service contract only when they ensure that 
there is no violation of the avoidance policy. 
 

Chapter 3. Avoidance of Conflict at the 
Analyst and Rating Committee Member 

Level 
 
7.The analyst and rating committee members must not 
participate in the rating project or the preparation of the 
credit rating if he/she is in any of the following situations: 

(1) The account of the employee (or his/her spouse, 
partner, or minor children) or any account controlled by the 
employee in which the employee has a beneficial interest 
hold securities or derivatives of a rated entity or a related 
party of a rated entity, other than holdings in collective 
investment schemes; 
 
(2)  The employee is the de facto controller of the rated 
entity; 
(3) The employee has recently been employed by the rated 
entity or has other significant business relationships with 
the rated entity that may cause, or may be perceived as 
causing, a conflict of interest; 
 
(4) The employee has an immediate relation (i.e. a spouse, 
partner, parent, child, or sibling) who currently works for 
the rated entity; 
 
(5) The employee has, or had, any other relationship with 
the rated entity or any related party thereof, that may 
cause, or may be perceived as causing, a conflict of interest; 
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(6) If a rated entity has, or is simultaneously pursuing, 
affiliated oversight functions related to the Company and 
the employee involved in the oversight issues; 
 
(7) The employee has been subject to significant criminal 
penalties or administrative penalties related to rating 
services; 
 
(8) The employee has other circumstance(s) that will give 
rise to any conflict of interest or affect independence, 
objectivity and fairness. 
 
8.The analyst and rating committee member should 
confirm that there is no violation of clause 7 when being 
assigned to a rating project. 
 
9.The analyst and rating committee members involved in 
the rating process should not use the accounts of the 
employee (or his/her spouse, partner, or minor children) or 
any account controlled by the employee in which the 
employee has a beneficial interest to hold, buy, or sell any 
securities or derivatives based on the securities issued, 
guaranteed, or otherwise supported by the rate entity, or 
engage in any transaction of any securities or derivatives 
giving rise to conflicts of interest with the Company’s rating 
activities, other than holdings in collective investment 
schemes. 
 
10.The analyst and rating committee members must not 
solicit money, gifts or favours from anyone with whom the 
Company has a business relationship and should be 
prohibited from accepting gifts offered in the form of cash 
or any gifts exceeding a minimal monetary value. The 
analyst and rating committee members must not take part 
in any events organized by the rated entity that may impact 
the rating result. 
 
11.The analyst and rating committee members who 
become involved in any personal relationship that possibly 
creates any real or potential conflicts of interest should 
disclose such relationship to their line manager and 
compliance officer on a timely basis. The line manager and 
the compliance officer should evaluate and handle the 
issue in a timely manner to avoid conflicts of interest. 
 
12. This policy is written in bilingual format. The Chinese 
terms shall always prevail in case of any discrepancy or 
inconsistency between Chinese terms and its English 
translation. 

 


