Consolidated version of Frequently Asked Questions (FAQs) (Released on 17 September 2010/ Last Updated in January 2023)
Status of AFrequently Asked Questionso

The following frequently asked questions (FAQSs) are designed to help issuers understand and comply with the Listing Rules, particularly in situations
not explicitly set out in the Rules or where further clarification may be desirable.

Users of the FAQs should refer to the Rules themselves and, if necessary, seek qualified professional advice. The FAQs are not substitutes for the
Rules. If there is any discrepancy between the FAQs and the Rules, the Rules prevail.

I n formul ati ng o uhave Asaumsedeertairsudderlyingefacts) agjectively summarised the Rules or concentrated on one particular aspect
of the question. They are not definitive and do not apply to all cases where the scenario may at first appear similar. In any given case, regard must be
had to all the relevant facts and circumstances.

The Listing Division may be consulted on a confidential basis. Contact the Listing Division at the earliest opportunity with any queries.

FAQ series numbers in the table below refer to:

Series 1 Rule Requirements relating to Listing Criteria Issues

Series 2 Minor and Housekeeping Rule Amendments

Series 3 Electronic Disclosure (WITHDRAWN IN OCTOBER 2019)

Series 4 Web Proof Information Pack (WPIP) (WITHDRAWN IN JULY 2014)

Series 5 Rule Amendments relating to GEM Review

Series 6 HKEX6s framework for depositary receipt (HDRs)

Series 7 Rule Requirements relating to Notifiable Transactions, Connected Transactions and Issues of Securities by Listed Issuers
Series 8 Rule Amendments relating to the 2008 Combined Consultation

Series 9 Rule Requirements relating to Notifiable Transactions, Connected Transactions and Amendments to Articles of Association

:
.
.
.
.
.
.
.
.
Series 10 T Amendments to Connected Transaction Rules
.
.
.
.
.
.
.
.

Series 11 Rule Amendments relating to Circulars and Listing Documents of Listed Issuers

Series 12 Rule Amendments relating to New Listing Rules for Mineral Companies (SUPERSEDED BY HKEX-GL52-13)
Series 13 Rule Amendments relating to Mixed Media Offer (SUPERSEDED BY HKEX-GL81-15)

Series 14 Model Code for Securities Transactions by Directors of Listed Issuers

Series 15 Rule amendments relating to property valuation requirements

Series 16 Review of the Corporate Governance Code and Associated Listing Rules (SUPERSEDED BY SERIES 17)
Series 17 Review of the Corporate Governance Code and Associated Listing Rules

Series 18 Questions relating to the Environmental, Social and Governance Reporting


http://www.hkex.com.hk/eng/rulesreg/listrules/listrulesfaq/Documents/FAQ_11.doc

Series 19 1 Amendments to the Corporate Governance Code and Corporate Governance Report relating to Board Diversity (SUPERSEDED BY
SERIES 17)

Series 20 1 Rule Requirements relating to Notifiable Transactions, Connected Transactions, Mineral Companies and Issues of Securities

Series 21 1 Questions relating to the Corporate Governance Code and Associated Listing Rules (SUPERSEDED BY SERIES 17)

Series 22 1 Rule changes consequential on the statutory backing of the obligation on listed corporations to disclose inside information

Series 23 1 Disclosure of a new applicantédés unaudited net (EUPERIEDED B HKEX+ it s
GL98-18)

Series 24 1 Rule changes to complement hew sponsor regulation

Series 25 1 Listing of Overseas Companies

Series 26 1 Questions relating to the new Companies Ordinance (ANew CO0) and

Series 27 1 Selection of Headline Categories and Titles for Announcements

Series 28 1 Rule Requirements Relating to Connected Transactions

Series 29 1 Shanghai and Shenzhen Connect

Series 30 1 Questions relating to the Risk Management and Internal Control section of the Corporate Governance Code (SUPERSEDED BY
SERIES 17)

Series 31 1 Questions relating to the Review of Listing Rules on Disclosure of Financial Information with reference to the New Companies

Ordinance and Hong Kong Financial Reporting Standards and Proposed Minor/ Housekeeping Rule Amendments
HKEX-GL81-15 Guidance on Mixed Media Offer

001-2016 i Questions relating to Guidance Letter HKEX-86-16 "Guide on Producing Simplified Listing Documents Relating to Equity Securities for
New Applications"

002-2016 1 Questions relating to Guidance Letter HKEX-86-16 "Guide on Producing Simplified Listing Documents Relating to Equity Securities for
New Applications"

003-2016 1 Questions relating to Guidance Letter HKEX-86-16 "Guide on Producing Simplified Listing Documents Relating to Equity Securities for
New Applications"

002-2017 i Questionson audit terminology used in the Rules with reference to th
December 2016

003-2017 1 Questionson audit terminology used in the Rul es wit hStandafdeeffectivecm 15t o t h
December 2016

004-2017 1 Questionson audit terminology used in the Rules with reference to th
December 2016

005-2017 1 Questions relating to the Financial Institutions (Resolution) Ordinance ( A F1 RO0) and its i mpact

006-2017 1 Questions relating to the FIRO and its impact

007-2017 1 Questions relating to the FIRO and its impact

008-2017 i Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules

009-2017 i Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules


http://www.hkex.com.hk/eng/rulesreg/listrules/listrulesfaq/Documents/FAQ_29.pdf

010-2017
011-2017
012-2017
013-2017
014-2017
015-2017
016-2017
017-2017
018-2017
019-2017
020-2017
021-2017
022-2017
024-2018
025-2018
026-2018
027-2018
029-2018
030-2018
031-2018
032-2018
033-2018
034-2018
035-2018
036-2018
037-2018
038-2018
039-2018
040-2018
041-2018
042-2018
043-2018
044-2018

Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions relating to the Review of GEM and changes to GEM and Main Board Listing Rules
Questions on calculation of value dilution

Questions on calculation of value dilution

Questions on calculation of value dilution

Questions on calculation of value dilution

Questions on scope of fApledging of shareso

Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors

under

Rul

Questions on Listing Regime for Companies from Emerging and Innovative Sectors (WITHDRAWN IN APRIL 2020)

Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors

Questions on Listing Regime for Companies from Emerging and Innovative Sectors (WITHDRAWN IN APRIL 2020)

Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors
Questions on Listing Regime for Companies from Emerging and Innovative Sectors

e

13.

17



045-2018 1 Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
i L e as e smilar dcoounting standards in other jurisdictions)

045A-2018 1 Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
AfLeasesd (or similar agudsdiations)i ng st andards in other

046-2018 1 Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
AlLeaseso (or similar accounting standards in other jurisdictions

046A-2018 7 Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
AfLeasesd (or similar accounting standards in other jurisdictions

047-2018 i Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
ALeaseso (or similar accounting standards in other jurisdictions

048-2018 1 Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
ALeaseso (or similar accounting standards in other jurisdictions

049-2018 i Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
ALeasesd (or si mi |l wimothardudsdiations)i ng st andar d

050-2018 i Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
ALeaseso (or similar accounting standards in other jurisdictions

051-2018 i Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
AfLeasesd (or similar accounting standards in other jurisdictions

052-2018 i Questions on Notifiable and Connected Transaction Rules relating to Lease Transactions of Listed Issuers adopting HKFRS/IFRS 16
ALeaseso (or similar accounting standards in other jurisdictions

053-2019 i Questionson audit terminology used in the Rules with reference to th
December 2016

054-2019 i Questions on the submission of contact information of directors/supervisors and the disclosure of their former names and aliases

055-2019 i Questions on the submission of contact information of directors/supervisors and the disclosure of their former names and aliases

056-2019 i Questions on the submission of contact information of directors/supervisors and the disclosure of their former names and aliases

057-2019 i Questions on the notifiable transaction requirements relating to securities transactions

058-2019 i Questionsont he book cl osure and emergency share registration arranger
typhoons

059-2019 i Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective
on 1 October 2019

060-2019 i Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective
on 1 October 2019

061-2019 i Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective

on 1 October 2019



063-2019 1 Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective
on 1 October 2019

064-2019 1 Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective
on 1 October 2019

065-2019 1 Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective
on 1 October 2019

066-2019 1 Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective
on 1 October 2019

067-2019 1 Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective

on 1 October 2019

068-2019 i Questions relating to H-share issuers whose domestic shares are quoted on the National Equities Exchange and Quotations (NEEQ)

069-2019 i Questions relating to H-share issuers whose domestic shares are quoted on the National Equities Exchange and Quotations (NEEQ)

070-2019 i Questions on amendments to articles of association

071-2020 i Question relating to nature of dividend

072-2020 i Question on adjustments of the exercise price of share options

073-2021 i Questions on the notifiable and connected transaction requirements relating to loan transactions and acquisitions of wealth management
products

074-2021 i Questions on the notifiable and connected transaction requirements relating to loan transactions and acquisitions of wealth management
products

075-2021 i Questions relating to Listing Rule changes on Paperless Listing & Subscription Regime (effective on 5 July 2021), Online Display of
Documents (effective on 4 October 2021) and Reduction of the Types of Documents on Display (effective on 4 October 2021)

076-2022 i Questions on recognition of overseas audit firms in relation to the amendments to the Financial Reporting Council Ordinance i Effective
on 1 October 2019

077-2022 i Consequential changes to the Listing Rules to complement the new Code of Conduct provisions on bookbuilding and placing activities
in equity capital market and debt capital market tr ans aPcrtoiva nssi oannsd

078-2022 i Questions on Core Shareholder Protection Standards (Effective on 1 January 2022)

079-2022 i Questions on Core Shareholder Protection Standards (Effective on 1 January 2022)

080-2022 i Questions on Core Shareholder Protection Standards (Effective on 1 January 2022)

081-2022 i Questions on Core Shareholder Protection Standards (Effective on 1 January 2022)

082-2022 i Questions on Core Shareholder Protection Standards (Effective on 1 January 2022)

083-2022 i Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)

084-2022 i Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)

085-2022 i Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)

086-2022 i Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)

087-2022 i Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)



087A-2022 1
088-2022 1
089-2022 1
090-2022 1
091-2022 1
091A-2022 1
092-2022 1
093-2022 1
094-2022 1
095-2022 1
096-2022 1
097-2022 1
097A-2022 1
098-2022 1
099-2022 1
0100-2022 1
0101-2022 1
0102-2022 1
0103-2022 1
0104-2022 1
0105-2022 1
0106-2022 1
0107-2022 1
0108-2022 1
0109-2022 1
0110-2022 1
0111-2022 1
0112-2022 1
0113-2022 1
0114-2022 1
0115-2022 1
0116-2022 1
0117-2022 1

Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions on amendments to Listing Rules relating to Share Schemes of Listed Issuers (effective on 1 January 2023)
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies
Questions relating to Special Purpose Acquisitions Companies



The FAQs here are arranged by Main Board rule numbers. If more than one rule is relevant to a particular FAQ, that FAQ is arranged by the rule which
we consider most appropriate.
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30/03/2004
(February
2020)

1.01
14A.12(1)(b),
14A.13(2),
19A.04

1.01,
20.10(1)(b),
20.11(2),
25.04

Do Acl ose associ at
include a trustee where the beneficiary
of the trust is a company controlled by a
director, chief executive or substantial
shareholder or any of his family
interests/ immediate family members?

Yes. For the
associatebo and
director, chief executive or substantial
shareholder, or any of his family interests/
immediate family members includes all beneficial
interests directly or indirectly held by any of these
parties. This would include the trustee of any trust
of which -a company beneficially controlled by a
director, chief executive or substantial
shareholder, or any of his family interests/
immediate family members is a beneficiary.
Similarly, where the substantial shareholder is a
corporation, ificl ose as
include the trustee of any trust of which a
subsidiary of the substantial shareholder is a
beneficiary.

purpose o0
ffassoci

[Updated in February 2020]

09/05/2008
(1/12/2010)

1.01

N/A

Al.

What are depositary receipts?

Depositary receipts (DRs) are securities issued by
a depositary representing underlying shares of an
issuer which have been placed with the depositary
or its nominated custodian. The subject matter of
listing is the underlying shares represented by
DRs. DRs are purchased by investors (DR holders)
in accordance with the terms of the deposit
agreement. The depositary is the agent of the
issuer and acts as a bridge between the DR
holders and the issuer.
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DRs are issued to investors in the target market
(the host market) where they are traded, cleared
and settled in host market currency in accordance
with host market procedures. One DR will
represent a number of underlying shares (or a
fraction of a single share), according to the DR
ratio. The depositary converts dividends into the
host market currency and pays the amounts (net of
its own fees) to the DR holders. The depositary
also transmits other entitlements and corporate
communications from the issuer to the DR holder,
and transmits
the issuer. The rights and obligations of the issuer,
the depositary and the DR holders are set out in
the deposit agreement.

t huetionB Back oo

19/12/2011

1.01

1.01

17

Does fichief execut
mean fdchief execut
it also refer to chief financial officer, chief
operations officer, etc.?

The definition of chief executive is set out in the
Rul es: fa person who ei
one or more other persons is or will be responsible
under the immediate authority of the board of
directors for the conduct of the business of a listed
i ssuer 0.

20/05/2010
(01/07/2014)

1.01,
14.41,
14A.46,
14A.48

1.01,

19.41,
20.44,
20.46

11

11.

Where written shareholder approval has
been obtained for a transaction, the
amended rule requires an information
circular to be despatched within 15
business days after publication of the
announcement.

The Listing Rules defi
day on which the Exchange is open for the
business of securities dealing. Accordingly if, for
whatever reason, the Exchange is open for the
business of dealing in securities for only half day,
it is counted as a business day.

p




Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)
If the stock market is open for only half
day due to a typhoon or other reason, is
it counted as a business day?
01/07/2014 1.01, 8.24,|1.01, 28 4A. Listco has appointed Trustee A the | (a) Yes. The exclusion for the definition of
14A.12(1)(b) | 11.23(11) trustee of its employee share scheme Afassociated under Rul
Notes 2 and established for a wide scope of apply to the definit
3 participants inclu under Rule 1.01.

20.10(1)(b)

and certain employees who are not
connected persons. Since the interests
of Listcobs direct
together less than 30%, Trustee A is not
an fassociateo of
Rule 14A.12(1)(b) and therefore not a
connected person of Listco.

@1 s
the directors under Rule 1.01?

(b) Will the shares held by Company A
on behalf of the beneficiaries of the
scheme be regar
public handso?

(c) Trustee A, acting as the trustee of
the scheme, holds more than 10% of
Listcobs tot al i
the scheme, it is not allowed to
exercise the voting rights attaching
to shares. Is Trustee A a substantial
shareholder of Listco?

Trustee A a n

(b) No, because Trustee A is a close associate of
Li stcobds directors a
connected person for the purpose of Rule 8.24.

(c) No. Trustee A does not fall under the definition
of Asubstanti al share

10



Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)
22/04/2022 1.01 1.01 077- 1. What are the new definitions on the | The following new definitions on the role of
2022 role of intermediaries under the | intermediaries are added to the Listing Rules:
consequential Rule amendments |[ficapi tal market interme
relating to the New Code Provisions |[CMI o, ~ fAoverall ¢ o everll
( New Code Provisions-related Rule |[€0©0r dinatoro (for Main
Amendmentso?) isyndi cate member 0.
22/04/2022 1.01 1.01 077- 2. Despite the introduction of new | Yes, intermediaries may still be awarded titles
2022 definitions on the role of intermediaries | which are currently used in the market and
under New Code Provisions-related | identified by these titles in the listing documents to
Rule Amendments. can intermediaries | b€ issued in connection with the relevant
still be awarded tltransactions. The def.i
coordinator o, r~]bointerlmlediary()d,_ ﬁover\al-l
R lover a coordinator o g
manager o, etec . whi identifying them based on the specified activities
market_ horm, and disclosed they engage in as stipulated in the New Code
accordingly in listing documents? Provisions. However, as the definitions under the
New Code Provisions relate directly to the
specified activities performed, intermediaries
should approach with caution being awarded titles
that appear to be inconsistent with how their roles
are defined under the New Code Provisions.
14/11/2014 2.03, N/A 29 3. Rule 13.36(2) states that an issuer may | No. Based on the CSRC Announcement [2016]
(13/07/2018) | 13.36(2) exclude overseas shareholders from a | No. 21 "Filing Requirements for Hong Kong Listed

rights issue/open offer if, having made
enquiries regarding the legal restrictions
under the laws of the relevant place and
the requirements of the relevant
regulatory body or stock exchange, the
directors of the issuer consider such

Issuers Making Rights Issues to Mainland
Shareholders through Mainland-Hong Kong Stock
Connect" which sets out the procedure for the filing
of rights issue/open offer prospectus documents of
Eligible SEHK Issuers and Other Connect Issuers,

11
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exclusion to be necessary or expedient.
Can Southbound Shareholders be
excluded from participation in rights
issues/open offers made by Eligible
SEHK Issuers and Other Connect
Issuers?

the Listing Department does not consider that
Eligible SEHK Issuers and Other Connect Issuers
have grounds to exclude the Southbound
Shareholders from participation in the rights
issues/open offers.

Rule 2.03 sets out the general principle expected
to be upheld by issuers, and requires that (i) all
holders of listed securities should be treated fairly
and equally; and (i) all new issues of equity
securities by a listed issuer should first be offered
to the existing shareholders by way of rights unless
they have agreed otherwise. This rule seeks to
secure for holders of securities equality of
treatment. Accordingly, on the basis of Rule 13.36,
an Eligible SEHK Issuer or Other Connect Issuer
failing to make its rights issue/open offer available
to the Southbound Shareholders will not be
granted an approval for the listing of the
rights/open offer shares by the Listing Department
under Rule 2A.06.

14/11/2014
(13/07/2018)

2.03,
13.36(2)

N/A

29

What are the additional considerations
for Eligible SEHK Issuers and Other
Connect Issuers if the securities to be
offered or distributed to shareholders in
the above corporate actions are not
eligible for trading under Shanghai and
Shenzhen Connect?

The scope of securities eligible for southbound
trading under the Shanghai and Shenzhen
Connect (Eligible Securities) is set out in
http://www.hkex.com.hk/eng/market/sec _tradinfra/
chinaconnect/Eligiblestock.htm?.

Southbound Shareholders may receive different
types of securities from SEHK Eligible Issuers and

12
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Other Connect Issuers as entitlements under pre-
emptive issues or distributions (e.g. warrants or
convertible securities of the issuers, or shares of
other entities):

A if the entitlement securities are not Eligible
Securities but are listed on SEHK, Southbound
Shareholders may sell them on SEHK through
Shanghai and Shenzhen Connect, but they will
not be allowed to buy such securities?; and

A if the entitlement securities are not listed on
SEHK, Southbound Shareholders will not be
allowed to buy or sell the securities on SEHK.
HKSCC and ChinaClear will determine how to
deal with the securities subscribed or received
by Southbound Shareholders on an individual
case basis?.

Issuers are reminded of their obligation to treat all
shareholders fairly and equally when they propose
to offer or distribute securities to shareholders.
They should consider making the following
arrangements?:

A providing all shareholders with an option to
receive their entitlements in cash rather than
securities; and

13
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A if the entitlement securities are not to be listed,
offering a means for the shareholders to dispose
of these securities.

Issuers should also make clear disclosures in their
corporate  communications about actions their
shareholders need to take in respect of the
offered/distributed securities.

Note
1. The list contains securities eligible for both buy and
sell through Shanghai and Shenzhen Connect.

2: See Article 77 of SSE Stock Connect Pilot Provisions
, ., Article 76 of
SZSE Stock Connect Implementation Rules,

. »and Article 24 of
ChinaClear Stock Connect Implementation Rules

3: See the "Guide on distribution of dividends and other
entitlements" published on the HKEX website

20/10/2017

2.04

2.07

N/A

006-
2017

Company A is an issuer of debt/
structured products listed on the
Exchange. Company B, an unlisted

group company of Company A,
guarantees Company
under the listed debt/structured
products.

Where Company AO0s di sc
deferred under section 150 of the FIRO or
suspended under section 153 of the FIRO, the
Exchange will exercise the general waiver
approved by the SFC under Main Board Rule 2.04
(or GEM Rule 2.07) to waive Company B 0
disclosure obligations under the Rules arising out
of or in connection with the possible resolution

14




Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)
Company A is subject to Part 9 of the | which may be triggered, or the resolution triggered
FIRO, while Company B is not. under the FIRO.
Wher e Company Ab
obligations are deferred under section
150 of the FIRO or suspended under
section 153 of the FIRO, will Company
B6s disclosure obl i
28/11/2008 2.07A(2A) 16.04A(2A) | 8 1 How should listed issuers manage the |Good sharehol dersé6é dat a
(February process of obtaining consent from | listed issuer is the key to keeping track of the mode
2020) shareholders and keeping track of their | of communication applicable to each individual

status having regard to the 12-month
ban on further deeming of consent?

shareholder and any unexpired 28-day waiting
period or 12-month ban on further deeming.

If a listed issuer wishes to seek deemed consent
upon a person becoming a shareholder, it will need
to manage the fact that the 12-month period will
vary from shareholder to shareholder. A listed
issuer may wish to seek deemed consent from all
relevant shareholders on the same date so that it
will be much easier to keep track of the 12-month
periods.

A listed issuer can at any time encourage and
invite shareholders to sign up to electronic
communications, e.g. as part of its standard
shareholder mailings. However, a shareholder
cannot be deemed to have consented to any
consent request from the listed issuer sent for the
pur poses of t he ideemi

15




Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)
procedure under Main Board Rule 2.07A(2A)
(GEM Rule 16.04A(2A)) less than 12 months after
a previous request made to him for the purposes
of the deeming procedure in respect of the same
class of corporate communications.
[Updated in February 2020]
28/11/2008 2.07A(2A) 16.04A(2A) | 8 2 If a shareholder ceased to be a | No. A consent from a shareholder is only valid if it
(February shareholder but subsequently becomes | is given after acquiring the shares. The
2020) a shareholder again, can the listed | shareholder will be treated as a new shareholder
issuer rely on consent previously given | and the issuer must send hard copies of all
by this shareholder? corporate communications unless and until a new
consent from the shareholder is expressly given or
deemed.
[Updated in February 2020]
28/11/2008 2.07A(2A) 16.04A(2A) | 8 4, Can a listed issuer, in its request for | Yes. Although the deeming procedure can only be
Issue 1 | consent under the deeming procedure, | invoked to deem consent from a shareholder to

offer electronic means of communication
(such as CD or email) in addition to
publication on its website?

website communication, the listed issuer is not
precluded, when requesting consent under the
deeming procedure, from using the opportunity to
solicit express consent from the shareholder to
other electronic means (such as receiving the
corporate communication on a CD or by email). If
no response is received at the end of the 28-day
waiting period and provided that all the relevant
conditions under the deeming procedure have
been satisfied, the shareholder will be deemed to
have consented to website communication.

16
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28/11/2008 2.07A(2A), 16.04A(2A), | 8 6 Main Board Rule 2.07B (GEM Rule | Yes. The Note is merely a hon-exhaustive example
(February 2.07B 16.04B 16.04B) provides that an issuer that | of how to comply with the Rule. An issuer that
2020) avails itself of that Rule must make | wishes to use the deeming procedure under Main
adequate arrangements to ascertain in | Board Rule 2.07A(2A) (GEM 16.04(2A)) may
which language its shareholders wish to | modify the example to suit its own circumstances,
receive its corporate communications. | so long as the arrangement is adequate for the
The Note under Main Board Rule 2.07B | purpose of Main Board Rule 2.07B (GEM Rule
(GEM 16.04B) sets out an example of | 16.04B).
what the Exchange will normally regard
as an adequate arrangement. If an issuer is not sure whether its arrangement is
However, an issuer that avails itself of | adequate, the issuer should consult the Exchange.
the deeming procedure under Main
Board Rule 2.07A(2A) (GEM Rule | [Updated in February 2020]
16.04A(2A)) may not be able to follow
this example exactly, in particular
paragraph (3) under the Note.
Can an issuer deviate from the
example?
28/11/2008 2.07A(2A)(d) | 16.04A(2A)( | 8 5 Main Board Rule 2.07A(2A)(d)(GEM | After a request for consent has been sent for the

d)

Rule 16.04A(2A)(d)) requires the listed
issuer to notify intended recipients of
corporate communications made
available on its website only of the
presence of the corporate
communication on the website, the
address of the website, the place on the
website where it may be accessed and
how to access the corporate
communication. To whom and how
should such a notification be sent?

purposes of the deeming procedure, there will
essentially be three classes of shareholders for the
purpose of website communication.

1. Shareholders who reply that they wish to
continue to receive a hard copy do not need
to be sent a separate notification about
website communication as they are to be
sent a hard copy.

17
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2. Shareholders who do not reply within the
28-day waiting period can be deemed to
have consented to website communication
provided all other relevant requirements
have been complied with. However, they
must be sent a hard copy of the notification
unless they have provided the listed issuer
with an electronic address for this purpose.
If any shareholders reply within the 28 days
opting for website communication but do
not provide an email address, they will be
in the same position as those who did not
reply and will likewise have to be sent a
hard copy of the natification.

3. In cases where shareholders who reply
that they wish to be advised electronically
when any new corporate communication is
available on the 1
who have provided an email address for
this purpose, the listed issuer will have to
send them the notification by email. (Note
that this group is not the same as those
who may have signed up separately to
receive email alerts about non-Listing-Rule
related material such as promotional
offers.)

q

N

26/11/2010

2.07C(L)(b)(ii
)

16.17(2)(b)

GL81-
15

12.

Since the rule provides for the posting on
t he HKEX website
website of the e-application form

This is not recommended. Using application forms
downloaded from websites for subscription
purpose increases the risk of invalid applications
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together with the e-prospectus, can an
applicant simply complete the e-
application form downloaded from those
websites for subscription purposes?

as irregularities  during and

reproduction may occur.

downloading

Generally speaking, issuers tend to accept only
public subscriptions that are made on completion
of the standard printed applications forms provided
by issuers.

Alternatively, applicants applying under the public
offer tranche may subscribe for securities under
the ePO services provided by the issuers which
normally involve completion of an online
application form.

26/11/2010

2.07C(2)

16.18(1)

GL81-
15

24.

How to check whether a document is
downloadable for display and printing?

MB Rule 2.07C(2) and GEM Rule 16.18(1) provide
that all electronic copies of documents submitted
by an issuer through HKEX-EDP to the Exchange
for publication must be displayable on and
printable from the HKEX website. The issuers must
ensure compliance with the Rules in this respect.
HKEX also operates a hotline if any member of the
public detects any malfunctioning on the HKEX
website.

Enquires can be sent
Transactions Department by post, phone, fax or
email.

1

14/03/2014

2.07C(3)

16.18(2)

27

How should an issuer decide on the title
of its announcement?

The title of an announcement should give readers
a quick understanding of the relevance and

19
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Update Date)
importance of the information disclosed in the
announcement. Therefore the announcement title
should be precise and meaningful. Issuers should
avoid using titles that are too generic and do not
describe the content of the announcement.
Examples of these generic titles include
ffannouncement 0, fivol unt
Afoté@aemouncement oO.
28/11/2008 2.07C(3), 16.18(2), 8 7 For disclosure in the Next Day | The listed issuer should choose the new Tier 2
13.25A 17.27A Disclosure Return pursuant to Main |headl i ne category HfAShar
Board Rule 13.25A (GEM Rule 17.27A), | Ti er 1 headline catego
which headline category should alisted | Ret ur ns o . Wher e a diasg
issuer use when submitting a Next Day | buyback is made in the Next Day Disclosure
Disclosure Return to report a buyback of | Return, the listed issuer should choose the new
shares by the listed issuer? Tier 2 headline categol
Tier 1 headline catego
Returnso. A | isted isg
Disclosure Return both a share buyback and some
other type of change in its issued share capital
should choose both fASha
28/11/2008 2.07C(3), 16.18(2), 8 8 For an announcement published | The listed issuer should choose the Tier 2 headline
(1/1/2023) 17.06A 23.06A pursuant to Main Board Rule 17.06A|cat egory Séilsbme @ under
(GEM Rule 23.06A) regarding the | iSecurities/ Share Capi
granting of an option under a share |lheadl i ne category i He
option scheme, which headline category |Announcements and Notic

should a listed issuer use when
submitting the announcement for
publication?

20
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26/11/2010 2.07C(3), 16.18(2) GL81- | 20. What headline category should be used | For announcements in relation to MMO, the issuer
Appendix 24 | Appendix 15 for announcements in relation to MMO? | mu s t select the headl:i
17 Of fero wunder iNew List
Applicants) o.
14/3/2014 2.07C(3), 16.18(2), 27 1. How should an issuer select headline | Rule 2.07C(3) requires an issuer to select all
Appendix 24 | Appendix categories when  submitting an | appropriate headlines from the list of headlines set
17 announcement for publication on the | out in Appendix 24 of the Listing Rules. As a

HKEXnews website?

general principle, an issuer should select all
headlines that are applicable to the content of the
announcement. If an announcement relates to
more than one subject matter or is issued to satisfy
different Rule requirements, all headlines relating
to the subject matters and the Rule requirements
must be selected. An issuer should not select the
headline(s) under AOt her o unl
headlines in Appendix 24 are not applicable to its
announcement.

| ssuers may also refer
guidance materials for the selection of headline
categories:

1 Guide on pre-vetting requirements and
selection of headline categories for
announcements available at

http://www.hkex.com.hk/listing/suppmat/quide

pre vetting reg.htm which sets out the
generally applicable headline categories for
various types of announcements issued under
specific Listing Rules.

21
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T The Exchangeos |l etter
2007 available at
http://www.hkex.com.hk/eng/rulesreg/listrules/|
istletter/documents/20070725.pdf which sets
out the examples of common errors made by
issuers in selecting headlines for certain types
of announcements and circulars.
14/3/2014 2.07C(3), 16.18(2), 27 2. New headline c a t | The new headlines are introduced to give investors
Appendix 24 | Appendix Business Up d a-t Bading | more information about the nature of the
17 Updat eo, fi OtCorparate | announcements falling under the headline
Governance Rel ated|category fAOthero. besnewu
Litigationd®Mi soadl R{AOt hero headline categ

were introduced in April 2014.

Please explain which types of
announcements may fall under these
headlines.

other applicable headlines.

The following types of announcements may fall
under the new headline categories:

(i) Other - Business Update

- Updates on business activities of the issuer
group, for example, the signing of a
business contract, a letter of intent to
acquire/dispose of assets or a business
cooperation agreement, public tender for
acquisition/disposal, status update on a
project, etc.

(i) Other - Trading Update
- Periodic updates of sales and other key
performance indicators, for example, sales

22
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Update Date)
turnover, key performance indicators such
as same store sales, new orders booked,
monthly premium income for insurance
companies, interim management accounts,
etc.
(i) Other - Corporate Governance Related
Matters
- Report on internal control review, updates
of corporate governance matters, for
example, change in corporate personnel,
etc.
(iv) Other - Litigation
- Status update on litigation, arbitration or
other legal proceedings.
(v) Other - Miscellaneous
- Issuers should only choose this headline if
no other headlines is applicable.
14/3/2014 2.07C(3), 16.18(2), 27 3. Can investors search for | No. These new headlines only apply to
Appendix 24 | Appendix announcements published before 1 April | announcements published by issuers after 1 April
17 2014 wusing the new 2014
Business Up d a-t Fatding
Updat eo, fi OtCorparate | Invest or s can use the he
Governance Rel ate¢qApr il 2014) 0 t o searc
Ot Rleirt i gati ono? announcements published before 1 April 2014.
14/3/2014 2.07C(3), 16.18(2), 27 4, Why did the Exchange introduce six new | Overseas regulatory announcements contain
Appendix 24 headline categories for overseas | regulatory information released by an issuer or its
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Appendix regulatory announcements? Please | subsidiary to other stock exchanges. Since
17 give examples for the use of these new | overseas regulatory announcements may be

headline categories.

published in one language only (either Chinese or
English), the new headlines (in both languages)
provide readers with information about the nature
of the announcement.

If an overseas regulatory announcement is to be
published in one language only, the issuer should
only select these new h
Regul atory Announcement

The following are examples of announcements that
may be published under these new headline
categories.

(i) Overseas Regulatory Announcement |
Corporate Governance Related Matters
- Social responsibility report, internal control
report and independ
report, etc.

(i) Overseas Regulatory Announcement 1
Business Update
- Signing of sales contracts or cooperation
agreements, periodic update on group
reorganization, financial or  capital
arrangements with subsidiaries, and
surplus cash management report, etc.
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(i) Overseas Regulatory Announcement 1
Trading Update
- Financial results summary or reports of the
issuer or its subsidiaries, Forms 10-K/ 10-
Q filed with the U.S. Securities and
Exchange Commission, interim
management statements, and periodic
updates on sales performance, etc.

(iv) Overseas Regulatory Announcement 1
Board/Supervisory Board Resolutions
- Resolutions approved by the board of
directors or the board of supervisors.

(v) Overseas Regulatory Announcement i Issue
of Securities and Related Matters
- Listing documents/ notices/ allotment
results for listing of bonds or foreign listed
shares (e.g. A shares of PRC issuers),
overseas debt issuance program updates,
periodic announcements on interest
payments and credit ratings, and
conversion/ repurchase/ cancellation of
overseas listed bonds, etc.

(vi) Overseas Regulatory Announcement i Other

- lIssuers should only choose this headline

for an overseas regulatory announcement

if none of the above headlines is
applicable.
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14/3/2014

2.07C(3),
Appendix 24

16.18(2),
Appendix
17

27

Listco A is dually listed in Hong Kong
and on a PRC stock exchange. It
proposes to release its quarterly results
in the PRC market in order to comply
with the PRC listing rules.

At the time of releasing its quarterly
results in the PRC market, Listco A will
publish the following two
announcements on the HKEXnews
website:

(i an overseas regulatory
announcement (in Chinese only)
which contains the quarterly results
released in the PRC; and

(i) a separate announcement (in both
English and Chinese languages)
about inside information which
contains key financial figures
extracted from the overseas
regulatory announcement in (i).

Which headline(s) should Listco A select
for these two announcements?

Listco A should select
Regulatory Announcementi Tr adi ng Uy
the announcement (i). For the other announcement
(ii), Listco A shoul d ¢
Resultso and al so t hae ohn

14/3/2014

2.07C(3),
Appendix 24

16.18(2),
Appendix
17

27

Listco B is dually listed in Hong Kong
and the UK. It proposes to release an
interim management statement

Listco B shoul d sel ec
Il nf or mati onbo and i OV
Announcement - Tr adi ng Updat e
management statement.
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containing financial updates in the UK
market.

Listco B considers that the interim
management statement constitutes
inside information.  Therefore it will
publish the statement in both English
and Chinese languages on the
HKEXnews website.

Which headline(s) should Listco B select
for this announcement?

07/12/2018

2.07C(3),
13.46,
13.48

16.18(2),
18.03,
18.53

27

An issuer has a financial year end date
of 31 March. When submitting its interim
report for the six months ended 30
September 20x7 and annual report for
the year ended 31 March 20x8 for
publication on the HKEX website, what
titles should it use in the designated free-
text fields?

The title of a document should be precise and
meaningful to give readers a quick understanding
of the relevance and importance of the information
disclosed in the document. See No. 7 of FAQ
Series 27.

The title for the issue
(@ Al nt epoit for the six months ended 30
September 20x760; or

fi

b)f20x7/ x8 interim repo
The title for the issue
@ AAnnual report for t#
20x80; or

(b)) i20x7/ x8 annual repor

Issuers with financial year end dates other than 31
December should follow this guidance.
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26/11/2010 2.07C(4)(a) N/A GL81- | 25. How does the MMO apply to CIS | For CIS offerors who intend to adopt an MMO, the

15 offerors? SFC will impose conditions in its letter of
authorization similar to those in the Class
Exemption Notice for CO offerors who intend to
adopt an MMO (with necessary changes).

18/6/2021 2.07C(4)(b) 16.03 N/A 075- Does an issuer need to publish its | The language requirements under Main Board

2021 documents on display in both the | Rule 2.07C(4)(b) (GEM Rule 16.03) do not apply to
English and Chinese language on its | documents on display. Issuers do not need to
own website and publish their documents on display online in both
website? English and Chinese languages unless it is

otherwise required by the Listing Rules.

26/11/2010 2.07C(6) 16.19(1) GL81- | 22. What operational standards must an | In addition to the requirements in the Class

(08/07/2015) 15 issuer adhere to for posting | Exemption Notice requiring how access to the e-

announcements relating to MMO onits |pr ospect us mu st be pro
own website? website (e.g. 9A(3)(),(g),(h) and 9A(10)),
reference is made to No. 36 of the FAQ Series 3
document for electronic disclosure regarding
certain guiding principles for layoutofth e i s §
website.
Noted: Updated in July 2015.

22/04/2022 2.07C(6)(a), | 16.19(1), 077- 15. When does a new applicant need to | The requirement to publish an OC Announcement
3A.37, 6A.44, 2022 publish an OC Announcement (as | only applies to a placing involving bookbuilding
3A.41(2), 6A.46(2), defined in Rule 1.01 (GEM Rule 1.01)) | activities in connection with a New Listing (Refer to
9.08(2), 12.10(2), and what is the content requirement of | Rule 3A.32(1)(a)(i) (GEM Rule 6A.39(1)(a)(i)).
12.01C, 16.01C, such announcement?

Practice Note | Practice Publication of an OC Announcement is required:
22 Note 5
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(i)

(ii)

on the same date as the new applicant files
the listing application (Note) and publishes
the Application Proof (or in the case of a
listing of interests in a REIT, on the same
date as it files an authorisation application
with the Commission and publishes the
Applicat i oS8ubmbssiano 6f)the
Applicationo ) .

A new applicant that is allowed to make a
confidential filing under the Listing Rules is
required to publish an OC Announcement on
the same date as it publishes its PHIP
instead. For the avoidance of doubt, the OC
Announcement  shall be published
immediately after and on the same date as
the publication of the Application Proof (or
PHIP, where applicable). Such OC
Announcement shall set out the name(s) of
all overall coordinator(s) appointed by the
new applicant as at the date of the
announcement;

each time an additional overall coordinator is
appointed after the Submission of the
Application. In such a case, the OC
Announcement shall be published as soon
as practicable after the appointment is made
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(i)

and in any event no later than the first
business day after the date of the
appointment (which appointment shall be no
later than the 14" day after the date of
Submission of the Application). Each OC
Announcement shall disclose the
appointment and set out the name(s) of all
overall coordinator(s) appointed by the new
applicant as at the date of the
announcement; and

each time the appointment of an overall
coordinator is terminated after the
Submission of the Application (or after the
publication of the first OC Announcement for
applicants allowed to make a confidential
filing). In such circumstances, the OC
Announcement shall be published as soon
as practicable after the termination takes
place, and is expected to be published no
later than the first business day after the date
of the termination of the appointment. Each
such OC Announcement shall disclose the
termination and set out the name(s) of all
overall coordinator(s) that remain appointed
by the new applicant as at the date of the
announcement.
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For the purpose ofpub | i cati on on
website, an OC Announcement must, among other
things, be accompanied by appropriate disclaimer
and warning statements and not contain any
information regarding the proposed offering or
other information that would result in it being
deemed as (i) a prospectus under section 2(1) of
the Companies (Winding Up and Miscellaneous
Provisions) Ordinance as amended from time to
time (CLWUMPB®R) ; (@6i i) an
under section 38B(1) of the CWUMPO; or (iii)) an
invitation to the public in breach of section 103(1)
of the SFO, as stipulated under paragraphs 4(d)
and 5A of Practice Note 22 (paragraphs 3(d) and
4A of Practice Note 5 of the GEM Rules).

Also, for the avoidance of doubt, while
intermediaries appointed may be awarded titles

such as fnfgl obal coordi
manager 0, et c. , i f t hey
fover al | coor di n &Néw ICede

Provisions-related Rule Amendments by virtue of
the activities they conduct or are engaged to
conduct, each OC Announcement shall clearly
identify them as fiover g
to any other titles of these intermediaries which the
new applicant may intend to disclose in the OC
Announcement.
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Note: This includes a re-filing of a listing
application.

22/04/2022 2.07C(6)(a), | 16.19(1), 077- 16. What should a new applicant do if it | The new applicant shall publish the OC
3A.37, 6A.44, 2022 failed to publish an OC Announcement | Announcement as soon as practicable and clearly
3A.41(2), 6A.46(2), at the prescribed timing under the | state the following in the announcement:

9.08(2), 12.10(2), Listing Rules?
12.01C, 16.01C, 0] when the OC Announcement should
Practice Note | Practice have been published under the Listing
22 Note 5 Rules;
(i) the reasons for the delay in publication;
and
(iii) that the Exchange may take action in
respect of t he ne\
application on the breach of the relevant
Listing Rule.

22/04/2022 2.07C(6)(a), | 16.19(1), 077- 17. Does a new applicant need to publish | No, the obligation to publish an OC Announcement
3A.37,3A.41, | 6A.44, 2022 an OC Announcement on an | arises only when a new applicant submits a listing
9.08(2), 6A.46, appointment or termination of an | application. See FAQ No. 15 of FAQ No. 077-2022.
12.01C, 12.10(2), overall coordinator that takes place
Practice Note | 16.01C, before the submission of its listing | However, the new applicant is required to notify the
22 Practice application? Exchange in writing, as soon as practicable, of a

Note 5 termination of an overall coordinator that takes

place before the submission of the listing
application, and provide the information required
under Rule 3A.41(1) (GEM Rule 6A.46(1)) to the
Exchange.
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Note: A new applicant that is allowed to make
a confidential filing under the Listing
Rules is not required to publish the first
OC Announcement on the same date
as it files the listing application and
publishes the Application Proof.
Instead, such new applicant shall
publish its first OC Announcement on
the same date as it publishes its PHIP.
22/04/2022 2.07C(6)(a), | 16.19(1), 077- 18. Does a listed issuer need to publish an | No, the requirement for publication of an OC
3A.37, 3A.41, | 6A.44, 2022 OC Announcement on an appointment | Announcement only applies to a new applicant
9.08(2), 6A.46, or termination of an overall coordinator | effecting a placing involving bookbuilding activities
12.01C, 12.10(2), in relation to the placings other than in | in connection with a New Listing and does not
Practice Note | 16.01C, connection with a New Listing? apply to an offering by a listed issuer under Rule
22 Practice 3A.32(1)(a)(ii) or 3A.32(1)(b) (GEM Rule
Note 5 6A.39(1)(a)(ii) or 6A.39(1)(b)).
However, in an offering by a listed issuer under
Rule 3A.32(1)(a)(ii) or 3A.32(1)(b) (GEM Rule
6A.39(1)(a)(ii) or 6A.39(1)(b)), it is required to
notify the Exchange of the termination of an overall
coordinator in writing as soon as practicable under
Rule 3A.41(1) (GEM Rule 6A.46(1)).
22/04/2022 3A.34, 3A.36 | 6A.41, 077- 18A. If market conditions deteriorate in the | We understand that it is not a common market
(31/08/2022) 6A.43 2022 course of a secondary placing that falls | practice for placing agents to agree at the time of

within Rule 3A.42 (GEM Rule 6A.39),
can the placing agents agree with the

engagement that they shall reduce their fees in the
event that the placing price is set below the
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issuer to reduce their fees so that the | indicative price range in a placing. However, in the
net proceeds from the placing would | event that such fee reduction arrangements have
not be substantially reduced despite | been agreed at the time of the engagement, the
that the placing shares are priced | arrangements should be reflected in the
below the bottom end of the initial price | engagement letter.
range? ) )
The placing agents are not required to consult the
If a reduction of fee arrangement is regulators before changes are made to the fee
permitted, must such reduction of fee structure given the tight timeline to complete a
arrangement be included in the secondary placing.
engagement letter and if not, do the .
. The announcement on the secondary placing
placing agents need to consult the . , :
should disclose the final rate paid/ payable to the
regulators before changes are made to . .
the fee structure? placing agents (after discount) based on the
’ placing price, which should have been determined
What disclosure is required in the by the time the relevant announcement is
announcement on the secondary made. Where a placing agent agrees to waive
placinginres pect of t he part or all of the fee after the announcement, the
fees? issuer is normally expected to update the market
on this subsequent fee waiver as a material
change in information previously announced.
(Added in August 2022)
22/04/2022 2.07C(6)(a), | 16.19(1), 077- 19. (i) Where will OC Announcementsbe | (i) OC Announcements will be posted on the
3A.37,3A.41, | 6A.44, 2022 posted? ANew Listingso page
9.08(2), 6A.46, website.
12.01C, 12.10(2), (i) Do OC Announcements need to
Practice Note | 16.01C, be pre-vetted by the Exchange | (i) No

22

prior to publication?
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Practice (i)  As in the case of publication of Application
Note 5 (i) What are the publication Proofs and PHIPs, a new applicant shall
requirements for oC submit the OC Announcement through
Announcements? HKEX-ESS f or publicati
website, and is not required to publish the OC
Announcement on its own website.
22/04/2022 2.07C(6)(a), | 16.19(1), 077- 22. A new applicant has submitted a listing | In the scenario described, the new applicant will
3A.37, 6A.44, 2022 application before the Effective Date, | not be required to publish an OC Announcement
3A.41(2), 6A.46(2), which remains valid as at the Effective | on the appointment or termination of the
9.08(2), 12.10(2), Date. If the new applicant appoints or | engagement of an overall coordinator that takes
12.01C, 16.01C, terminates the engagement of an | place after the Effective Date, as the New Code
Practice Note | Practice overall coordinator after the Effective | Provisions-related Rule Amendments are not
22 Note 5 Date, does it need to publish an OC | applicable to listing applications submitted prior to

Announcement?

the Effective Date. For example, if a new applicant
submits a listing application 1 week before the
Effective Date, it will not be required to publish an
OC Announcement in respect of the appointment
of an overall coordinator during the 2-week period
following the submission date of the listing
application (even if such appointment takes place
in the first week following the Effective Date).

In the event the new applicant re-files a listing
application on or after the Effective Date, it will
need to comply with the applicable New Code
Provisions-related Rule Amendments, including
those in relation to the publication of OC
Announcements.
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02/02/2016 2.13, 11.07 14.08(7), N/A 001- Will the Exchange return a listing | The Guidance Letter HKEX-GL86-16 contains:
(13/05/2016) 17.56 2016 application if the listing document does | (&) general guidance on producing clear and

not comply with the Guidance Letter
HKEX-GL86-16?

(b)

(€)

concise  listing documents (General
Guidance);

consolidated and updated version of a
number of the Exchan
on disclosure in listing documents, mostly
included under t he
Ser i @onsnlidated Guidance); and

online hyperlinks to
the Constitution of the Company and the
Compani es Lawo sec

documents of applicants incorporated in
Bermuda, the Cayman Islands and the PRC
(Specimen  Sections); and (i) the
corresponding sample constitutional
documents for the applicants (Sample
Constitutional Documents).

The Exchange will not return a listing application
merely because it does not follow the General
Guidance, the Specimen Sections or the Sample
Constitutional Documents, but will remind
applicants to do so.

Applicants which submit their listing applications
after 30 April 2016 should comply with the
Consolidated Guidance.

36




Release Main Board | GEM Series | FAQ Query Response

Date (Last | Rules Rules No. No.

Update Date)

02/02/2016 2.13, 11.07 14.08(7), N/A 002- What are the changes in the | The changes in the Consolidated Guidance are
(26/02/2016) 17.56 2016 Consolidated Guidance compared to the | limited to:

guidance letters on disclosure in listing
documents, mostly included under the
title ASIimplificat

(@)

(b)

(€)

modifying or deleting certain overly specific

content guidance which is only relevant in a

limited number of cases. For example, the

specific content guidance for product returns

and warranty, and industry standards (e.g.

International Organization for

Standardization (ISO)), which does not apply

to all listing applicants, has been modified

and deleted, respectively. This helps to
ensure that the guidance remains high level
and principles-based;

removing any repetition after consolidating

the various guidance letters on disclosure in

listing documents, mostly included under the

title ASIi mpl;andi cati o

updating the guidance based on the

Exchangeb6s most rece

example, in respect of listing applicants in the

banking and securities sectors, we have
updated the content guidance so that the
following financial information/ ratios are to

be disclosed in the Summary section of a

listing document:

T in respect of the banking sector, net
interest spread, net interest margin,
capital adequacy ratio, non-performing
loan ratio and loan to deposit ratio; and
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1 in respect of the securities sector, the
amount of securities underwritten,
average commission rate, trading
volumes, average rate of return, asset
under management and balances of
margin financing and securities
lending.

For marked-up version of the guidance letters
included in the Consolidated Guidance, see:
http://www.hkex.com.hk/eng/rulesreg/listrules/lists
ptop/gquidepsld/psid_index.htm
02/02/2016 2.13, 11.07 14.08(7), N/A 003- Will the guidance letters on disclosure in | The following guidance letters on disclosure in
(13/05/2016) 17.56 2016 listing documents, mostly included | listing documents, mostly included under the title
under the title ASI|IASIi mplification Serieso
to be used and be withdrawn after the | A. HKEX-GL27-1 2 on i Summgé
publication of Guidance Letter HKEX- Hi ghlightsd section
GL86-16 on 2 February 2016?
B. HKEX-GL54-13o0n fiRi sk Fact
C. HKEX-GL48-1 3 on Al ndust
section
D. HKEX-GL49-1 3 on AHI st
Devel opment 0 section
E. HKEX-GL-50-13 on fABusines
F. HKEX-GL59-1 3 on fAFinanci ¢

ifManagement discussi
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historical financi al i nf
section
G. HKEX-GL72-1 4 on AAppl i cé
Regul ationsod section
H. HKEX-GL62-13 on f#ADirecto
and Senior Managemen
HKEX-GL33-1 2 on AUs e o]
section
J. HKEX-GL64-13 on Application Forms and
AHow to Apply for Ho
section
Applicants which submit their listing applications
after 30 April 2016 should comply with the
Consolidated Guidance.
19/12/2011 3.06 5.25 17 9. Authorised Representatives will be | Yes, it does apply to existing Authorised
required to provide their email | Representatives.
addresses to the Exchange. Is this
requirement applicable to existing
Authorised Representatives?
19/12/2011 3.08 5.01 17 11. How does the board assess if the | The Code recognises that different directors have
(01/01/2022) commitment of an independent non- | different roles and functions within the issuer. The

executive  directors  (INEDs) or
nonexecutive directors (NEDs) to the
i ssuerbds affairs i

time commitment required from a director varies
from issuer to issuer and from year to year,
depending on the issue
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for smaller issuers that have infrequent
changes to their business or group
structure) when normally they are not
required to be involved in the
management of the issuer?

time commitment to the issuer is likely to be less
than an EDG6s because a
day-to-day running of the business. According to
the Code, the issuer should determine how much
time it needs from each of its directors and review
whether the director is meeting that requirement.

You may refer to the The Corporate Governance
Guide for Boards and Directors (Guide) and
Directorsd ETrainliMNMEBDwe
in Corporate Governancea

(Updated on 1 January 2022)

19/12/2011

Note to Rule
3.08

Note to Rule
5.01

17

10.

If issuers do not follow the guides named
i n t he Not e (AA d
Dutiesbo i ssued by
Registry, and the Guidelines for
Directors and Guide for Independent
Non-executive Directors published by
the Hong Kong Institute of Directors), do
they breach the Listing Rules?

No. These guides are suggested as resources for
directors looking for further guidance on their
duties and responsibilities to an issuer.

28/12/2018
(01/01/2022)

Note to Rule
3.08

Note to Rule
5.01

17

10A.

The Guidepublished by the Exchange
in December 2021 provides the best
practice guidance for the delivery of
good corporate governance, if issuers
do not follow the Guide, do they
breach the Listing Rules?

No. The Guide aims to provide practical advice to
boards and directors, and in some cases, set out
the expectations placed on directors. However, the
Guide does not form a part of the Listing Rules, nor
do they amend or vary any Rule requirements, or
absolve issuers and/or their directors of any
obligations to make their own judgment.
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(Updated on 1 January 2022)
30/03/2004 3.10(2) 5.05(2) 17 10B. Clarify the requir|For the requirement of
(28/12/2018) professional qualitqualificationso, wo&essional
accounting qualifications.
Clarify the requi r|For a candidate with other professional
accounting and related financial | qualifications, we have set out our expectations in
management experti {the noteto Main Board Rule 3.10(2)/ GEM Rule
5.05(2). Issuers should also consider whether
based on the experience and expertise of the
candidate, the individual can fulfil the requirement
under Main Board Rule 3.10(2)/ GEM Rule 5.05(2).
(Previously published in FAQ Series 1 No.2)
30/03/2004 3.10(2) 5.05(2) 17 10C. Is a professional qualification obtained | Yes, a professional qualification obtained from a
from an overseas jurisdiction | recognised body in an overseas jurisdiction would
acceptable, such as a PRC or Singapore | be acceptable.
gualified accountant?
(Previously published in FAQ Series 1 No0.3)
30/03/2004 3.10(2) 5.05(2) 17 10D. Can a solicitor be said to have | A legal qualification is not considered to be an
(28/12/2018) appropriate professional qualifications, | appropriate professional qualification even if the

or does the individual need to have the
appropriate experience?

person has obtained some accounting knowledge
in the course of their studies. A person with a legal
gualification is acceptable if the person has the
Afappropriate accountin
management exper tertsedRalesr
The Exchange may question the factors the board
has considered when making the decision to
accept a person.

(Previously published in FAQ Series 1 No.4)
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30/03/2004 3.10(2) 5.05(2) 17 10E. Can a person who has served on the | Please refer to the note to Main Board Rule
(28/12/2018) audit committee of an issuer for a | 3.10(2)/ GEM Rule 5.05(2) as to what the
number of years be considered to have | appropriate expertise means. Prima facie, we
the appropriate accounting and related | would not consider a person whose only
financial management expertise | experience has been a member of an audit
required under the rules? committee to fulfil the criteria set out in the note to
the Rule.
(Previously published in FAQ Series 1 No.5)
30/03/2004 3.10(2) 5.05(2) 17 10F. Is experience with a non-public | Generally no, but the Exchange recognises that
(28/12/2018) company acceptable as having the | experience and scope of duties of a candidate may
appropriate accounting and related | demonstrate that the individual is capable of
financial management expertise? discharging the role required of such person as set
out in Main Board Rule 3.10(2)/ GEM Rule 5.05(2).
It is up to the board to evaluate the totality of the
i ndi vidual s exper icensidere
if the individual is acceptable.
(Previously published in FAQ Series 1 No.6)
30/03/2004 3.13 5.09 17 11A. If an existing NED meets the | Yes, an existing NED may be re-designated as an
(28/12/2018) independence requirements, can the || NED, but we wil/|l consi

NED be re-designated as an INED?
Does an announcement need to be
made for the re- designation?

or past relationship with a connected person or the
issuer on a case-by-case basis. Where, in order to
meet the Rule requirements, a director needs to
comply with any relevant cooling off period under
the Rules, the relevant cooling off period needs to
have ended by the date on which the individual
confirmation of independence is given.
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An announcement will need to be made for the
redesignation from being a NED to an INED
pursuant to Main Board Rule 13.51(2)/ GEM Rule
17.50(2).

(Previously published in Series No. 1 No. 7)

30/03/2004
(28/12/2018)

3.13

5.09

17

11B.

If a NED of an issuer is a legal adviser
(say, a partner of a law firm) but for the
past two years such director has not
provided any services to the issuer, and
also such director fulfils the other factors
under the Main Board Rule 3.13/ GEM
Rule 5.09, does this mean that such a
NED can be an INED of the issuer?

If the individual is accepted as an INED
and in the future the individual provides
services to the issuer again, will the
individual continue to be considered
independent?

Yes, the individual can act as an INED provided
that the individual 6s f
provided services to parties set out in Main Board
Rule 3.13(3)/ GEM Rule 5.09(3) within two year
before the individual 6s

As soon as the firm (whether or not the individual
is directly involved) provides any services to
parties set out in Main Board Rule 3.13(3)/ GEM
Rule 5.09(3), the individual will immediately cease
to be considered independent.

(Previously published in Series No. 1 No. 8)

30/03/2004
(28/12/2018)

3.13

5.09

17

11C.

An existing INED is a partner of a law /
Certified Public Accountant (CPA) firm
and this firm is currently providing legal /
accounting services to parties set out in
Main Board Rule 3.13(3)/ GEM Rule
5.09(3). Is this existing INED not
qualified as fAindepende
issuer need to appoint a new one? How
is materiality of the interest determined
when considering independence? Are

The individual is not qualified to act as an INED and
the issuer may or may not appoint a new INED
depending on whether the issuer has sufficient
INEDs on the board. However, the individual can
still act as a NED. Materiality must be assessed
from the i ssuerod6s rast
perspective. There is no specific figure 7
materiality needs to be determined on a case-by-
case basis.

(Previously published in Series No. 1 No. 9)
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there any specific definitions or figures
(e.g. %) that can be used as reference?

28/11/2008

3.13

5.09

17

11D.

Once an INED has submitted to the
Exchange the initial written confirmation
concerning t he | NE
comprising all the information required
by Main Board Rule 3.13/ GEM Rule
5.09, what information must be included
i n t he | NEDOG s ann
independence required to be provided to
the issuer?

Each INED is required to submit to the Exchange,
at the same time as the submission of Form B/ H
in Appendix 5 of the Main Board Rules or Form A/
B in Appendix 6 of the GEM Board Rules, a written
confirmation regarding
which must contain all the information required by
Main Board Rule 3.13(a), (b) and (c)/ GEM Rule
5.09(a), (b) and (c). Each INED must provide to the
i ssuer an annual confir
independence which must contain the information
required by Main Board Rule 3.13 (a) and (c)/ GEM
Rule 5.09 (a) and (c).

(Previously published in Series No. 8 No. 9)

28/12/2018

3.13(3)
(4)

and

5.09(3) and
(4)

17

11E.

For INEDs who fulfilled a one-year
cooling off period and were appointed
prior to 1 January 2019, would they be
allowed to stay on if, on 1 January 2019,
they are short of a two-year cooling off
period provided they would be able to
meet all other independence factors?
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28/12/2018 Note 2t03.13 | Note 2 to| 17 11F. For any INED appointment to be| The Listing Rules do n
5.09 effected after 1 January 2019, wouldthe |[c onf i r mat i on from t he i
Exchange request for independence | o f t he | NED. The Exchad
confirmation from the immediate family |e h c o u rtahgee si ncl usi @n i mime
members of those INED? family OGreonmbreercst i on wi t h
assessment of their ind
01/03/2019 3.20, 5.13A, N/A 054- Directors/supervisors are required to | (i) Yes.
(09/02/2021) | 19A.07A 17.91A 2019 provide their contact details to the
Exchange using the contact details form | (i) A director/supervisor should provide the
as soon as practicable after their mobile number and the telephone number
appointment. (office or home, or both).
(i) Can a director/supervisor provide his
address in either English or
Chinese?
(i) Can a director/supervisor just
provide his office phone number,
instead of all the office, home and
mobile numbers?
01/03/2019 3.20, 5.13A, N/A 055- As a transitional arrangement, existing | (i) Yes.
(09/02/2021) | 19A.07A 17.91A 2019 directors and supervisors of listed

issuers are required to provide their
contact details to the Exchange by 31
March 2019.

(i) Can an issuer submit a single form
for all its existing directors and
supervisors?

(ii)

(i)

The issuer may submit the form with the filing
type marked Afirst n
need to fildl in the
existing directors and supervisors.

Yes.
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iWhich Aafiling typ
existing directors/supervisors? Are
the directors/supervisors required to
fill in the neff e

(iii) If the residential address of an
existing director/supervisor remains
the same as that in the DU Form
previously  submitted to the
Exchange, does he need to include
such information in the form?

30/03/2004 3.21 5.28 17 11G. Can a non-executive director who is a | Although the rules do not specifically prohibit this,
connected person of the issuer be a | we consider that members of the audit committee
member of the Audit Committee? should be independent of connected persons.

(Previously published in Series No. 1 No. 10)

30/03/2004 3.21 5.28 17 11H. Can the qualified accountant (also | We consider that the secretary of the audit
executive director) be appointed as the | committee should not be a person who is involved
audit committeeds in the financial reporting function of the issuer.

(Previously published i

19/12/2011 3.22 and 3.26 | 5.29 and | 17 12A. Are board resolutions sufficient for | The board should decide on and amend the terms

(28/12/2018) 5.35 amending the terms of reference of an | of reference of the audit and remuneration
i ssuer ds audit a | committees (and indeed of all other board
committees? Or are shareholder | committees). Shareholder approval is not required.
resolutions required?

19/12/2011 3.25 5.34 17 12. Can the issuer s 9 Yes. The Rules do not restrict issuers from

(28/12/2018) directors be appointed as members of | appointing their staff or executive directors to act

the remuneration committee as long
as the committee is chaired by an

INED and the majority of its members

as members of the remuneration committee, as
long as a majority of the remuneration committee
are INEDs and it is chaired by an INED. However,
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are INEDs? the staff or executive directors must avoid actual or
potential conflicts of interest. In case such conflicts
arise, the staff or executive directors must excuse
themselves from the meeting or abstain from
voting on the relevant decisions.
01/01/2022 3.27A, 8A.27 | 5.36A 17 12B The new requirement to establish a | If the issuer fails to set up a nomination committee
and 8A.28 nomination committee chaired by the | or has failed to meet any of the other requirements

chairman of the board or an INED and
comprising a majority of INEDs
becomes effective from 1 January 2022.
What happens if an issuer fails to meet
any of the requirements set out in the
Rule on 1 January 2022?

in the Rule on 1 January 2022, it must set up a
nomination committee and/or appoint appropriate
members to the nomination committee to meet the
requirement(s) within three months.

From 1 April 2022, if the issuer fails to set up a
nomination committee or at any time has failed to
meet any of the other requirements in the Rule, it
must immediately publish an announcement
containing the relevant details and reasons. The
issuer must set up a nomination committee and/or
appoint appropriate members to the nomination
committee to meet the requirement(s) within three
months after failing to meet such requirement(s)
( Arrangemento ) . This is in |
regarding the audit committee and remuneration
committee. The issuer may select the current
headline categor y Othevliis
Corporate Governance R
submitting the announcement for publication on
the HKEXnews website.

The Arrangement would also apply to issuers with
a WVR structure in respect of the requirements
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relating to the establishment and composition of
the nomination committee under Rules 8A.27 and
8A.28.
(Added on 1 January 202
19/12/2011 3.29 5.15 17 13. Does the Exchange provide any | The Exchange does not generally provide
(01/01/2022) accreditation of professional training for | accreditation of professional training courses
company secretaries which could fulfil | although the Exchange considers The Hong Kong
the requirement of this Rule? Chartered Governance
professional development training (including their
ECPD courses) satisfy the requirements of this
Rule.
(Updated on 1 January 2
19/12/2011 3.29 5.15 17 13A. Does an accountant or lawyer actingas |[We i ntend that the trai
(28/12/2018) an issuerbdés compan|t han restrictive. Wher
requirement to attend relevant|{cour ses are relevant&tmo
professional training each year by|and duties, they shodlod
attending CPD courseson subjectssuch |t r ai ni ng requirement.
as litigation and accounting standards?
19/12/2011 3.29 5.15 17 13B. If a person is the company secretary of |As t he company secretar
(28/12/2018) an issuer that is dual-listed ontheHong |t hi s per son should al so
Kong and Shanghai stock exchanges | Ko n g rul es and regul g
and attends training courses relatingto [ Exchange does not pres
PRC listing requirements and|cour ias¢ @ company secr
regulations (to comply with Shanghai|as | ong as they are re
Stock Exchange requirements), do|dut i es. | f the trainin
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those courses count towards the 15-|nature (e. g. a course
hour training requirement? and not specifically
regul ations, ctoluemn tt loevy|
hour training requireme
26/07/2013 3A.02A(1), 6A.02A(1), |24 3 Under Main Board Rule 3A.02B(1)/|I't shall be the | ater o
(07/11/2013) | 3A.02B(1) 6A.02B(1) GEM Rule 6A.02B(1) requires a listing || et t er ; or (1) t he &
application to be submitted by or on|appoi nt ment as stated i
behalf of a new applicant nolessthan2 |appl i cabl e) . However, i
mont hs from the dajthe Exchange in writing
for mal appointment|as practicable as requi
t he sponsor 0s forf3A. 02A(1)/ GEM Rul e 6A
determined? nor malble within five bus
of the engagement | ett e
the date of the notifi
spon&ofror mal appointmen
[ Updated in February 20
07/12/2018 3A.02A(2) 6A.02A(2) 24 3A Is a sponsor required to inform the | Yes. Pursuant to Main Board Rule 3A.02A(2)/
Exchange in writing upon the expiry of | GEM Rule 6A.02A(2), a sponsor should notify the
its engagement? What if its engagement | Exchange in writing when it ceases to act as the
terminates prior to the filing of a listing | sponsor of an applicant, whether as a result of
application or after the listing application |t er mi nat i on or expiry
lapses? and regardless of whether there is a live listing
application.
28/11/2008 3A.09, 6A.09, 8 14 What should the sponsor do if there is a | The sponsor and the new applicant must notify the
(February Appendix 17 | Appendix change in circumstances rendering the | Exchange as soon as possible. It should be noted
2020) tothe Rules | 7K to the sponsor no longer independent after | if the change results in the applicant not having at
Rules filing the listing application? least one sponsor that is independent under Main

Board Rule 3A.07 (GEM Rule 6A.07), it must
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appoint a new independent sponsor and pursuant
to Main Board Rule 3A.02B (GEM Rule 6A.02B),
the applicant can resubmit its listing application no
less than two months from the date such new
independent sponsor is formally appointed.
[Updated in February 2020]
22/04/2022 3A.10(2), 6A.10(1), 077- 4A. Can the designated sponsor under Rule | Yes, they could be two different intermediaries
(04/08/2022) | 3A.44 6A.42 2022 3A.10(1) (GEM Rule 6A.10(1)) and the | (not within the same group of companies).
designated sponsor-overall coordinator
under Rule 3A.44 (the designated | (Added in August 2022)
overall coordinator under GEM Rule
6A.42) be two different intermediaries
(not within the same group of
companies)?
22/04/2022 3A.32, 6A.39, 077- 3. Under New Code Provisions-related | An issuer is required to appoint a capital market
3A.33, 6A.40, 2022 Rule Amendments, what are the types | intermediary by way of a written agreement before
3A.35 6A.42 of equity capital market transactions | such capital market intermediary conducts any

that require the appointment of a
capital market intermediary to be made
under a written agreement before it
conducts any of the specified
activities?

specified activities in the following types of offering
involving bookbuilding activities (as defined under
the New Code Provisions) (Notes 1, 2 and 3):

(@) a placing of equity securities or interests to
be listed on the Exchange, including:

(i) a placing in connection with a New
Listing (Note 4) (whether by way of a
primary listing or secondary listing),
including, without limitation, a reverse
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(b)

takeover of a listed issuer which is a
deemed new listing under Rule 14.54
(GEM Rule 19.54) and a transfer of
listing of equity securities or interests
from GEM to Main Board under
Chapter 9A of the Listing Rules; and

(i) a placing of equity securities or
interests (Note 5) of a class new to
listing or of a class already listed under
a general or specific mandate in
accordance with Rule 7.12A (GEM
Rule 10.13) or other relevant codes
and guidelines; and

a placing of listed equity securities or
interests (Note 6) by an existing holder of
equity securities or interests if it is
accompanied by a top-up subscription by the
existing holder of equity securities or
interests for new equity securities or interests
in the issuer.

An issuer is not under the above obligations in
respect of offerings of equity securities or interests
which do not involve bookbuilding activities (as
defined under the New Code Provisions), such as:
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(i) bilateral agreements or arrangements
between the issuer and the investors
(sometimes reféedemaéedo

(i) transactions where only one or several
investors are involved and the terms of the
offering are negotiated and agreed directly
between the issuer and the investors
(someti mes referred
pl acement so) ;

(i) transactions where equity securities or
interests are allocated to investors on a pre-
determined basis at a pre-determined price;

(iv) selling of listed equity securities or interests
by existing holders of equity securities or
interests, other than a placing as referred to
in (b) above (sometimes referred to as
isecondary offeringo

(v) an offering of equity securities or interests
which has been subscribed by an
intermediary as principal deploying its own
balance sheet, for onward selling to investors
(someti mes referred
transact i ons o) .

For the avoidance of doubt, if an equity offering
involving bookbuilding or placing activities (as
defined in the New Code Provisions) uses a back
stop arrangement (where the capital market
intermediary provides a guarantee or an
underwriting commitment at a minimum price to the
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issuer), the capital market intermediary in this
connection should be appointed under a written
agreement before it conducts the specified
activities for such transaction under Rule 3A.33
(GEM Rule 6A.40), even if the capital market
intermediary may have a right to acquire the equity
securities or interests offered as principal under the
relevant back stop / underwriting agreement, given
that it is uncertain whether any equity securities or
interests would be acquired by the capital market
intermediary as principal by deploying its own
balance sheet, for onward selling to investors.

Notes:

1. The scope of offerings to which the New Code
Provisions-related Rule Amendments apply is
the same as that set out in paragraph 21.1.2(a)
of the New Code Provisions.

2. If a capital market intermediary does not
perform, and is not and will not be appointed
to perform, the specified activities in an
offering set out in points (a) and (b) above, the
requirement under Rule 3A.33 (GEM Rule
6A.40) will not apply to that capital market
intermediary.
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3. Placing and bookbuilding activities (as defined
under the New Code Provisions) do not
include market sounding that is conducted to
gauge investors6 inte
decided to pursue an offering. As the timing at
which an issuer makes a decision to pursue an
offering is solely within its knowledge and
control, the issuer is expected to communicate
its decision promptly to any capital market
intermediary it has authorised to conduct
market sounding and to appoint the capital
market intermediary under a written
agreement before it conducts the specified
activities in accordance with Rule 3A.33 (GEM
Rule 6A.40).

4. ANew Listingo shall
defined in Rule 1.01 (GEM Rule 1.01) in the
New Code Provisions-related Rule
Amendments.

5. This refers to new equity securities or
interests.

6. This refers to existing equity securities or
interests.

22/04/2022
(27/05/2022)

3A.02, 3A.35,
3A.43

N/A

077-
2022

A Main Board new applicant has
appointed Entity A to be sponsor to its

In the scenario described, while Entity A (or its
relevant group company) would be acting as a
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IPO. If the new applicant subsequently | sponsor and an overall coordinator for the IPO, it
appoints Entity A (or one of its group | would not be a sponsor-overall coordinator under
companies) as an overall coordinator | Rule 3A.43. In order to become a sponsor-overall
before the expiration of the 2-week | coordinator for the purpose of Rule 3A.43, Entity A
period following the submission of its | and/or its group company must be appointed as
listing application, can Entity A (or its | sponsor and overall coordinator at the same time
relevant group company) be regarded | and the appointment must be made at least 2
as a sponsor-overall coordinator? months before the submission of the listing
application.
See also FAQ No. 9A of FAQ No. 077-2022 in
relation to the appointment of a sponsor-overall
coordinator for a placing involving bookbuilding
activities (as defined under the Code of Conduct)
in connection with the New Listing of a special
purpose acquisition company ( SPACO )Updated
in May 2022)
22/04/2022 3A.02, 3A.43 | N/A 077- 6. Can a Main Board new applicant | Yes, in the scenario described, the new applicant
(27/05/2022) 2022 contemplating a New Listing on the | can appoint a sponsor-overall coordinator (or other

Exchange which does not fall within the
New Code Provisions (e.g. listing by
introduction or an offer by public
subscription only) appoint a sponsor-
overall coordinator in accordance with
the Listing Rules to prevent the 2-
month waiting period in case the new
applicant subsequently decides during
the listing process to conduct an IPO

overall coordinators) when it is considering a listing
on the Exchange, irrespective of whether the New
Code Provisions apply to the initial proposed
method of listing. It can rely on the sponsor-overall
coordinator appointed to provide advice on the
merits of, and the need to adopt, a placing tranche,
depending on market conditions and the new
applicantbés preference
base.
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which will involve a placing tranche
instead?

Where a new applicant, which had initially planned
to list on the Exchange by way of introduction or by
public offering only and had not appointed any
sponsor-overall coordinator no later than 2 months
before the submission of its listing application,
subsequently decides to include a placing tranche
in its IPO after the submission of its listing
application, the new applicant will have to re-file its
listing application at least 2 months after the
appointment of a sponsor-overall coordinator if it
intends to continue with the listing application
process.

See also FAQ No. 9A of FAQ No. 077-2022 in
relation to the appointment of a sponsor-overall
coordinator for a placing involving bookbuilding
activities (as defined under the Code of Conduct)
in connection with the New Listing of a SPAC.
(Updated in May 2022)

22/04/2022

3A.37, 3A.42,
paragraph
17A of
Practice Note
22

6A.44,
6A.47,
paragraph
16A
Practice
Note 5

of

077-
2022

A new applicant intends to have 3
overall coordinators for its IPO and has
appointed them in accordance with the
New Code Provisions-related Rule
Amendments. If one of the appointed
overall coordinators resigns after the 2-
week period following the submission
of its listing application, can the new

In the case of a placing in connection with a New
Listing, all overall coordinators must be appointed
no later than 2 weeks following the date of the
submission (or re-filing) of the listing application.

In the scenario described, following the resignation
of the outgoing overall coordinator, the new
applicant can no longer appoint another overall
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applicant appoint another overall
coordinator to replace the outgoing
overall coordinator?

coordinator due to the expiry of the 2-week period
and may only proceed with its existing listing
application with the remaining 2 overall
coordinators for its IPO. The new applicant may
however appoint additional syndicate CMIs (other
than overall coordinators) to assist with the selling
effort of its IPO.

If the existing listing application lapses
subsequently, the new applicant may consider
appointing a new overall coordinator to replace the
outgoing overall coordinator before the end of the
2-week period following the re-filing of its listing
application.

22/04/2022
(27/05/2022)

3A.41(1),
3A.43, 3A.45

N/A

077-
2022

In each of the scenarios below, how
would a Main Boar
listing application be affected if a
sponsor-overall coordinator resigns
after the submission of its listing
application:

(i) one sponsor-overall coordinator
was duly appointed 2 months
before the submission of its listing
application;

(i) one sponsor-overall coordinator
and one sponsor were duly
appointed 2 months before the

d

In the scenarios (i) and (ii) described, if the new
applicant intends to continue with the listing
process, it must file a new listing application with
the Exchange not less than 2 months from the date
of the formal appointment of a replacement
sponsor-overall coordinator, detailing a revised
listing timetable together with the initial listing fee.
In the event of a termination of the engagement of
an overall coordinator, the new applicant and the
outgoing overall coordinator must also notify the
Exchange in writing, as soon as practicable, of the
termination of the engagement of the outgoing
overall coordinator together with (a) the reasons
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submission of its listing | therefor and (b) a confirmation on whether it had
application; and any disagreement with the new applicant.
(i) two sponsor-overall coordinators
were duly appointed before the | In the scenario (iii) described, the new applicant
submission of its listing | may proceed with its existing listing application
application. provided that the remaining sponsor-overall
coordinator remains duly appointed.
See also FAQ No. 9A of FAQ No. 077-2022 in
relation to the appointment of a sponsor-overall
coordinator for a placing involving bookbuilding
activities (as defined under the Code of Conduct)
in connection with the New Listing of a SPAC.
(Updated in May 2022)
22/04/2022 3A.43 N/A 077- 8A. Is every sponsor-overall coordinator | All criteria in Rule 3A.43 (including the sponsor
(04/08/2022) 2022 (or one of the companies within its | independence requirement) must be fulfilled for

group of companies) also required to

be

appointed as an independent

sponsor, or would it be sufficient for the
purpose of Rule 3A.43 where at least
one sponsor-overall coordinator (or
one of the companies within its group
of companies) has been appointed as
an independent sponsor?

an overall coordinator to qualify as a sponsor-
overall coordinator. This means that each
sponsor-overall coordinator must either be an
independent sponsor or within the same group of
companies as an independent sponsor.

A capital market intermediary cannot be
appointed as a sponsor-overall coordinator if it is
neither a sponsor independent from the issuer nor
any entity within the group of companies of an
independent sponsor.
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(Added in August 2022)
22/04/2022 3A.03, 3A.02, | N/A 077- 9. Under the Note to Rule 3A.02, a | Under Rule 3A.03, a sponsor must provide an
3A.43 2022 sponsor should, before accepting an | undertaking and statement of independence to the

appointment by a new applicant as
sponsor, (a) be independent of the new
applicant and fulfill all other criteria in
Rule 3A.43, or (b) obtain a written
confirmation from the new applicant
that at least one sponsor-overall
coordinator has been appointed in
accordance with Rule 3A.43.

Does this mean, under the New Code
Provisions-related Rule Amendments,
a sponsor-overall coordinator (or an
entity within its group of companies that
is proposed to be appointed as
sponsor, where applicable) will be
required to complete its independence
check and confirm its independence
from the new applicant before
accepting its appointment as sponsor,
unless another sponsor-overall
coordinator (or an entity within its group
of companies that is appointed as
sponsor, where applicable) had done
s0?

Exchange at the same time as a listing application
on behalf of a new applicant is submitted to the
Exchange. No change has been introduced to this
requirement in the New Code Provisions-related
Rule Amendments.

We do not expect the current practice to change in
regards to the independence confirmation of
sponsors under Rule 3A.03. The confirmation of
independence is done subject to the outcome of
the due diligence exercise to be performed by the
sponsor(s) in connection with the listing
application.

So if a sponsor accepts an appointment by a new
applicant as a sponsor-overall coordinator under
Rule 3A.43 on a preliminary basis subject to
completion of the due diligence check, in the event
the sponsor is concluded to be not independent of
the new applicant, another sponsor (or an entity
within its group of companies) will need to be
appointed as a sponsor-overall coordinator in
accordance with Rule 3A.43.
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22/04/2022
(27/05/2022)

3A.43

N/A

077-
2022

9A.

Does the requirement under Rule
3A43(2) that a sponsor-overall
coordinator must be appointed no less
than 2 months before the submission (or
re-filing, as the case may be) of a listing
application apply in the case of a SPAC
New Listing?

For a placing involving bookbuilding activities (as
defined under the Code of Conduct) in connection
with the New Listing of a SPAC, the Exchange
would accept the submission (or re-filing, as the
case may be) of the listing application where the
sponsor-overall coordinator is appointed no less
than 1 month (instead of 2 months as required
under Rule 3A.43(2)) prior to the submission (or re-
filing, as the case may be), which is in line with the
modification of the timing requirement on
appointment of sponsors for SPAC listing
applications under Rule 18B.78.

This means that in the transaction described
above, the listing application for the New Listing of
the SPAC must be submitted no less than 1 month
after the date of the formal appointment of the sole
sponsor-overall coordinator or (where more than 1
sponsor-overall coordinator is appointed) the last
sponsor-overall coordinator.

(Added in May 2022)

22/04/2022
(04/08/2022)

3A.35, 3A.36
and 3A.43

N/A

077-
2022

9B.

Could the New Code Provisions-related
Rule Amendments be interpreted as
meaning that it would be sufficient to
identify and appoint a sponsor-overall
coordinator no less than 2 months
before the submission (or re-filing, as the
case may be) of a listing application for
the purpose of Rule 3A.43(2), whereas

No, this interpretation is inconsistent with the New
Code Provisions-related Rule Amendments. Rule
3A.43(2) requires a sponsor-overall coordinator
and the affiliated sponsor (either the same firm or
its group company) to be appointed as such at the
same time and no less than 2 months before the
submission (or re-filing) of the listing application.
Under Rule 3A.35, the aforementioned
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the fee arrangement of the sponsor- | appointment shall be made under a written
overall coordinator required to be | engagement agreement, which must at least
included in the engagement agreement | specify, among others, the fee arrangements of
under Rules 3A.35 and 3A.36 could be | that sponsor-overall coordinator as required under
determined and agreed between the | Rule 3A.36(2).
sponsor-overall coordinator and the new
applicant after the appointment but no | (Added in August 2022)
later than 2 weeks after the submission
(or re-filing) of the listing application?
22/04/2022 3A.43 N/A 077- aC. Is the requirement under Rule 3A.43 | Yes, in the scenario described, the requirement
(04/08/2022) 2022 considered to have been satisfied if the | under Rule 3A.43 will be regarded as satisfied.
overall coordinator engagement letter of
the sponsor-overall coordinators are | (Added in August 2022)
signed jointly, whilst each sponsor-
overall coordinator enters into separate
fee letters with the new applicant at the
same time as the execution of the joint
engagement letter due to
confidentiality?
22/04/2022 3A.33, 3A.34, | 6A.40, 077- 9D. Is the written engagement agreement of | The written engagement agreement should only be
(04/08/2022) | 3A.35, 3A.36, | 6A.41, 2022 a syndicate CMI (including a sponsor- | submitted when requested by the Exchange.
3A.43 6A.42, overall coordinator or any other overall
6A.43 coordinator) required to be submitted to | Where the written engagement agreement
the Exchange? (including any supplemental engagement

agreement) of a syndicate CMI is submitted to the
Exchange voluntarily, it is at the discretion of the
Exchange or the SFC whether to review it or
express any comment on its compliance with the
Rules or the Code of Conduct, and where no
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comment on the written engagement agreement is
raised, this should not be taken as an indication
that the Exchange or the SFC has reviewed the
agreement and has no comments on its
compliance with the Rules or the Code of Conduct,
and should not prevent the Exchange or the SFC
from raising comments or enquiries on the
agreement(s) afterwards.

(Added in August 2022)

22/04/2022
(04/08/2022)

3A.34, 3A.36

6A.41,
6A.43

077-
2022

10.

How should the fixed fees payable to a
capital market intermediary be
presented in the written engagement in
relation to its appointment by the issuer?

The written engagement must at least specify the
fixed fees payable to the relevant capital market
intermediary a s a per cixed deg e
percentaged ) otétal fees @cluding both fixed
fees and discretionary fees) to be paid to all
syndicate CMIs ( Total Feeso {Notes 1, 2 and 3).
This will enable each syndicate CMI to know its
fixed fee entitlement relative to the Total Fees,
which is expected to enable syndicate CMIs to
focus their efforts and devote their resources to
providing advice to the issuer, conducting
bookbuilding and placing activities in compliance
with the New Code Provisions, as the case may
be, and, in turn, enhance the transparency and
credibility of the price discovery and allocation
process. Alternatively, it is also acceptable for the
written engagement to contain  sufficient
information for the fixed fee percentage to be
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calculated. For example, if the written
engagement contains the fixed fee payable to the
relevant capital market intermediary and the Total
Fees, then the fixed fee percentage does not need
to be specifically calculated in the written
engagement.

As specified in Appendix D to the Conclusions
Paper, fAbefore the issu
fees to be paid to any syndicate CMI, the issuer
would need to decide (i) its total fees; and (ii) the
fee split rati oo. Il n o
how much fixed fee each syndicate CMI is entitled
to and determine the fixed fee percentage of each
syndicate CMI to be specified in its written
engagement, the issuer must have decided, at the
time of engagement of the first syndicate CMI, the
Total Fees, the total fixed fees payable to all
syndicate CMIs and the total discretionary fees (if
any) that may be paid to syndicate CMIs (e.g.
each as a percentage of the gross proceeds to be
raised in the offering). The issuer is expected to
maintain proper documentation of the calculation
of the fixed fee percentage required to be
specified under Rules 3A.34 and 3A.36 (GEM
Rules 6A.41 and 6A.43).

For the sole purpose of classifying a fee payable
to a capital market intermediary (including an
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overall coordinator) as
engagement letter under Rules 3A.34 and 3A.36

(GEM Rules 6A.41 and 6A.43), the general

principle is as follows:

1 Assessment is made with respect to each
capital market intermediary that is engaged
pursuant to the engagement agreement.
Therefore, the engagement agreement should
enable the capital market intermediary to
ascertain the minimum amount of fees payable
to it which is not subject to the discretion of the
issuer (other than because of changes in the
of fer price orfixedeeddl

1 For a fee to be regarded as "fixed fee" for
Rules 3A.34 and 3A.36 (GEM Rules 6A.41
and 6A.43), both the fee entitlement and the
identity of the payee CMI (including an overall
coordinator) must be indicated in its written
engagement.

1 "Discretionary fee" is any fee other than a fixed
fee.

It should be noted that the interpretation of a fee
as Afixedo or Adi scr et
Rules 3A.34 and 3A.36 (GEM Rules 6A.41 and
6A.43) might not necessarily be the same as the
legal nature of the fee from the perspective of the
issuer, e.g. under contract law. For example, if an
engagement agreement specifies a contracted
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obligation to pay a fee of 3% of the gross
proceeds from the offering to all overall
coordinators where the actual allocation to each
overall coordinator is to be determined at an
i ssuer 66s di scr etfikedfieed ff
the perspective of each overall coordinator for
Rules 3A.34 and 3A.36 (GEM Rules 6A.41 and
6A.43) (Note 4), but the total amount of such fees
payable to all overall coordinators remains the

i ssuer6s contractual ob
on such fee in the listing document should reflect
this nature.

In addition to providing information on the fixed
fee percentage of a CMI in accordance with the
principle described in the first paragraph of this
response, the written agreement of the CMI may
set out additional formulations of the fixed fee
payable to it depending on the commercial
negotiation and preferences of the parties
involved. For example, in addition to providing
information on the fixed fee percentage in its
mandate, a CMI may agree with the issuer to also
specify its fixed fee as an absolute cash amount,
or as a percentage of the gross proceeds to be
raised in the offering of equity securities or
interests.
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Where the fixed fee entitlement expressed in an
engagement may be increased subject to the
discretion of the issuer (other than due to changes
in the overall offer size or offer price), the
discretionary portion of the fees will be regarded
as a discretionary fee for the purpose of the Rules.
This is further elaborated in FAQ No. 10A of FAQ
No. 077-2022 below.

Notes:

1. fi Ttoa | feeso referred

3A.36 (GEM Rules 6A.41 and 6A.43) are
commonly referred to
and include both fixed and discretionary
fees for providing one or more of the
following services to the new applicant:
underwriting the offer, providing advice,
marketing, bookbuilding, making pricing and
allocation recommendations and placing the
equity securities or interests with the
investors. For the avoidance of doubt, this
shall comprise all fixed and discretionary
fees to be paid in connection with all
activities falling within the scope of the New
Code Provisions.

2. If the issuer has determined at the time of
the engagement of the first syndicate CMI
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3. Where, for example, (i) it is specified in a

4, For the avoidance of doubt, where it is

that no discretionary fees will be paid to any
of i ts syndicate CMI
percentage to be specified in its written
engagement shall be calculated and
presented on such basis (i.e. the Total Fees,
being the denominator in the formula for
calculating the CMIO
will not include any discretionary fees),
provided that such basis and any relevant
assumptions for the calculation are clearly
set out in the CMI®&s

CMI 6s written engage€
fixed fee and the total discretionary fee
payable to all syndicate CMIs are 3% and
1% of the gross proceeds to be raised in the
offering, respectively and (ii) it is agreed that
the CMI shall be entitled to 50% of the total
fixed fee payable to all syndicate CMils, it
may be speci fied i n
engagement for the purpose of Rule 3A.34/
3A.36 (GEM Rule 6A.41/ 6A.43) that its
fixed fee percentage is 37.5% of the Total
Fees assuming that the discretionary fee is
paid in full.

specified in an over
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engagement that a fixed percentage of the
Total Fees must be paid by the issuer to the
overall coordinators as incentive fee, but the
precise allocation of such fee to each overall
coordinator is at the sole discretion of the
issuer to be exercised at a later stage, such
fee would be regarded for the purpose of
Rules 3A.34 and 3A.36 (GEM Rules 6A.41
and 6A.43) as a discretionary fee.
See also FAQ Nos. 10A to 10F of FAQ No. 077-
2022 below.
(Updated in August 2022)
22/04/2022 3A.33, 3A.34, | 6A.40, 077- 10A. (a) With regard to the fixed fee required | () () fAno | ess than [ x]
(04/08/2022) | 3A.35, 3A.36, | 6A.41, 2022 to be specified in the written Fees: If this expression is adopted,
3A.37, 3A.43 | 6A.42, engagement of a CMI (including an the fixed fee of the CMI would be
6A.43, overall coordinator) under Rule regarded as [x]% at the time of its
6A.44 BAH?(;) (GCI:E“I>I/:)RL:)Ie ??A-Itl(?g\ ggzz"’)‘ engagement, whereas any fees
syndicate r Ru :
(éEM Rule 6A.43(2)) (for an overall above [x]% would be rega_rded for the
. ! purpose of the Rules as discretionary
coo_rdlnator), would |t_ be acceptabl_e fees
for it to be expressed in the form of (i) '
fino | ess thanodo o . .
percentage of the Total Fees; or (i) a (i) Ano more than [x]

percentage range of the Total Fees
(e.g. between [x]% and [y]% of the
Total Fees)?

Fees: If this expression is adopted,
there is no certainty as to the
minimum amount of fee that the CMI

may get after rendering the specified

68

%0

%0



Release
Date (Last
Update Date)

Main Board
Rules

GEM
Rules

Series
No.

FAQ
No.

Query

Response

(b) Would the answer in (a) be different

with regard to any discretionary fee
specified in the written engagement
agreement of a syndicate CMI or an
overall coordinator?

(iif)

services and all that fee s
accordingly, for the purpose of the
Rules, discretionary. This does not
meet the requirements of Rule
3A.34(2)) 3A.36(2) (GEM Rule
6A.43(2)/ 6A.41(2)).

a percentage range of the Total
Fees: If this expression is adopted,
the minimum fee prescribed by the
range would be regarded for the
purpose of the Rules as the fixed fees
of the CMI, while any additional fees
within the range would be regarded
as its discretionary fees for the
purpose of the Rules.

Where the fee arrangement is
expressed in the form of a tiered
commission structure where a higher
commission rate will apply when the
deal is priced higher, the minimum
fee prescribed by the tiered
commission structure would be
regarded for the purpose of the Rules
as the fixed fees of the CMI, whereas
any fees above that minimum fee
would be regarded as its
discretionary fees for the purpose of
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the Rules. Such fee arrangement
should be clearly disclosed in the IPO
listing document.

The industry is further reminded that, under
paragraph 21.4.2(b)(i) of the Code of
Conduct, overall coordinators are required to
inform the issuer on market practices for the
fee split ratio, which is stated to be around
75% fixed and 2 5 %5:25%
r a t)iinahé Conclusions Paper, and issuers
should assess whether they should deviate
significantly from the 75:25 ratio. The ratio of
fixed and discretionary fees to be paid to all
syndicate members is also required to be (a)
disclosed in the Application Proof submitted
for vetting purposes in accordance with
paragraph 3B of Appendix 1A/1E to the Rules
(paragraph 3B of Appendix 1A to the GEM
Rules), where the relevant fees have already
been determined (see Note 8 to HKEX-GL56-
13) (see also FAQ No. 11A of FAQ No. 077-
2022); and (b) notified to the Exchange four
clear business days prior to the date of the
expected Listing Committee hearing in
accordance with Rule 9.11(23a)(d) (see also
FAQ No. 10G of FAQ No. 077-2022).
Regulators may make enquiries where the
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ratio submitted significantly deviates from the
75:25 ratio.

() The New Code Provisions-related Rule
Amendments do not prevent the discretionary
fee entitlement of a CMI from being presented
in its written engagement in any of the forms
referred to in sub-paragraphs (a)(i), (ii) and (iii)
of this FAQ above.

However, it should be noted that the time
schedule for payment of the fee to a capital
market intermediary, which is required to be
specified in its written engagement under Rule
3A.34(3) (GEM Rule 6A.41(3)) (for a syndicate
CMI) or Rule 3A.36(3) (GEM Rule 6A.43(3))
(for an overall coordinator), is required to cover
fixed fees and any discretionary fees. This
means that if the new applicant has decided at
the time of the engagement of the relevant
capital market intermediary that a
discretionary fee may be paid to that capital
market intermediary, its written engagement is
required to specify the timing of payment of
such discretionary fee.

(Added in August 2022)

22/04/2022
(04/08/2022)

3A.36

6A.43

077-
2022

10B.

A new applicant intends to appoint an
overall coordinator before filing its listing

() | f it is specified i
written engagement that it is entitled to a
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application, and to appoint further
syndicate CMis closer to the date of the
hearing of its listing application. It is
therefore specified in the initial written
engagement of the overall coordinator
that the overall coordinator is entitled to
a fixed fee of 60% of the Total Fees, so
that the new applicant could allocate the
remaining 40% of the Total Fees to the
remaining syndicate CMIs to be
appointed at a later stage.

0] If fewer syndicate CMis are
eventually appointed than initially
budgeted, could additional fixed
fees be subsequently allocated
to the overall coordinator?

(i) Could the engagement letter of
the overall coordinator include a
re-allocation mechanism that
would allow its fixed fee
entittement to be subsequently
reduced if more syndicate CMIs
than initially budgeted are
eventually appointed?

(ii)

fixed fee of 60% of the Total Fees, this
would be in compliance with the relevant
Rule requirements. If the remaining 40% of
the Total Fees is further allocated to the
overall coordinator in future at the discretion
of the issuer, such fee would be regarded as
its discretionary fee for the purpose of the
Rules.

No, the engagement letter of the overall
coordinator shall not include a re-allocation
mechanism that would result in an
unquantified subsequent reduction of its
fixed fee entitlement in the event that more
syndicate CMIls than initially budgeted are
appointed at a later stage, as the fee
percentage of the overall coordinator and
the extent of the subsequent reduction are
unclear at the time of its engagement, and
there is no certainty as to the minimum
amount of fixed fees that the overall
coordinator may get after rendering the
specified services.

As the deadline for appointing overall coordinators
is earlier than that for appointing other syndicate

CMI s:0nfGCCMIsO ) , i n

l i ght

out in (i) and (ii) above, issuers are reminded to
make their best estimate as to the number of non-
OC CMis to be appointed when they communicate
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to an overall coordinator at the time of entering into
its engagement letter how much of the Total Fees
will be awarded to it as its fixed fee.
(Added in August 2022)
22/04/2022 3A.34, 3A.36, | 6A.41, 077- 10C. Is it permissible under the New Code | Where any change proposed to the original fee
(04/08/2022) | 9.11(234) 6A.43, 2022 Provisions-related Rule Amendments | structure may potentially result in the contravention
(Note 2), 12.23AA for the fixed fees specified in the written | of the Listing Rules / the Code of Conduct,
9.11A, (Note 2), engagement of a CMI (including an | regulators shall be consulted as early as possible
paragraph 3B | 12.26AA, overall coordinator) to be subsequently | and before the changes are made.
of Part A of paragraph amended, for example by way of a _ . _
Appendix 1 3B of Part A supplemental _agreement? Are these Wherg ther_e is any_materlal change to previously
i . changes required to be notified to the | submitted information on fee arrangements of
paragraph 3B | of Appendix Exchange? syndicate CMls (including overall coordinators),
of PartEof |1 including the following, the Exchange should also
Appendix 1 be notified and be provided with the updated

information and the reasons for such change as
soon as practicable under Rule 9.11A (GEM Rule
12.26AA):

1 the aggregate of the fees and the ratio of fixed
and discretionary fees paid or payable to all
syndicate members required to be included in
the Application Proof submitted for vetting
purposes under paragraph 3B of Appendix
1A/1IE to the Rules (paragraph 3B of
Appendix 1A to the GEM Rules), in cases
where the relevant fees have already been
determined (see Note 8 to HKEX-GL56-13).
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See also FAQ No. 11A of FAQ No. 077-2022;
and

T information including, among others, the
allocation of the fixed portion of the fees paid
by the issuer to each overall coordinator and
the ratio of fixed and discretionary fees to be
paid to all syndicate CMIs required to be
submitted by no later than four clear business
days prior to the Listing Committee hearing
under Rule 9.11(23a) (GEM Rule 12.23AA).
See also FAQ No. 10G of FAQ No. 077-2022.

In addition, regulators may request supporting
documents at any time during the listing
application process in order to assess whether the
fee arrangement of any syndicate CMI or any
change to the terms of its engagement complies
with the applicable Rule / Code of Conduct
requirements.

Where the regulators become aware that a
material change has been made to the fee
arrangement, the regulators will assess such
change on a case-by-case basis having regard to
the scale of, and the reasons for, the change.
Depending on the circumstances of the case, the
regulators might make enquiries to assess
whether the original incentive arrangements for
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the CMis involved have been fundamentally
changed (e.g. the fixed fee entitlement to some
existing overall coordinators is reduced
significantly to the effect that a significant
percentage of the fee pool is now allocated to a
few CMIs appointed at a very late stage) and
hence whether such change should be treated as
constituting a new engagement. Examples of
situations where subsequent material
adjustments to fees may be regarded as
justifiable include (a) resignation of an overall
coordinator which necessitates a re-allocation of
fees and (b) a significant reduction in offer size,
which results in a commercial negotiation of
revised fee arrangements.

Overall coordinators should document in writing
the reasons for any changes to the fee
arrangements in their internal records.

(Added in August 2022)

22/04/2022
(04/08/2022)

3A.33,
3A.34, 3A.35,
3A.36, 3A.37,
3A.43

6A.40,
6A.41,
6A.42,
6A.43,
6A.44

077-
2022

10D.

Where there is a material change to the
terms of the engagement of an overall
coordinator, will the date of the change
be regarded as the date of its
appointment for the purpose of Rules
3A.35 and 3A.37 (GEM Rules 6A.42 and
6A.44) (for an overall coordinator (other
than a sponsor-overall coordinator in a
Main Board transaction)), or Rule

If the material change is treated as a new
engagement, the date on which such material
change is made will be regarded as the date of
appointment of the overall coordinator for the
purpose of Rules 3A.35 and 3A.37 (GEM Rules
6A.42 and 6A.44) (for an overall coordinator
(other than a sponsor-overall coordinator in a
Main Board transaction)), or Rule 3A.43(2) (for a
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3A.43(2) (for a  sponsor-overall
coordinator in a Main Board
transaction)?

sponsor-overall coordinator in a Main Board
transaction). This is subject to (i) the terms of the
new engagement complying with the relevant
Rules, and (ii) FAQ No. 10F of FAQ No. 077-2022.

If the material change results in, among other
things, the requirements under Rule 3A.37
/3A.43 (GEM Rule 6A.44) not being complied
with, the new applicant may be required to delay
its listing timetable until the relevant
requirements have been re-complied with.

As set out in FAQ No. 10C of FAQ No. 077-2022
above, where the regulators become aware that
a material change has been made to the fee
arrangement of an overall coordinator, they
might make enquiries to assess, among others,
whether the material change should be treated
as constituting a new engagement.

(Added in August 2022)

22/04/2022
(04/08/2022)

3A.43, 3A.36

N/A

077-
2022

10E.

(a) Where a new applicant engages
more than one sponsor-overall
coordinator  through a joint
engagement agrFes
Written Agreemento ) w i
specifying a joint fee arrangement

(including the aggregate fixed fee to

(a) No. Under Rule 3A.36(2), the fixed fee to be
paid to each overall coordinator as a
percentage of the Total Fees should be
specified in the joint engagement agreement.
See also FAQ Nos. 10 and 10A of FAQ No.
077-2022 above.
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be paid to all the appointed joint | (b) Subject to FAQ No. 10F of FAQ No. 077-2022,
sponsor-overall coordinators but the 2-month period required under Rule
without specifying the fee split 3A.43(2) shall commence on the date when the
between or among them) in the joint sponsor-overall coordinator is appointed in
engagement agreement would be strict compliance with the Rules. In the
sufficient to satisfy the scenario described, the date of the latest
requirements under Rule 3A.36(2)? supplemental engagement agreement will be
regarded as the date of appointment of the joint
(b) If the answer to (a) is no, and the sponsor-overall coordinators.
same parties enter into a
supplemental engagement | (Added in August 2022)
agreement to clarify the fee split
among such joint sponsor-overall
coordinators, whether the
Exchange will regard the date of the
First Written Agreement as the date
of appointment of the joint sponsor-
overall coordinators for the purpose
of calculating the 2-month period
required under Rule 3A.43(2)?
22/04/2022 3A.33, 3A.34, | 6A.40, 077- 10F. Could a syndicate CMI (or overall | If the fixed fee entitlement of a syndicate CMI
(04/08/2022) | 3A.35, 6A.41, 2022 coordinator) whose fixed fee | (including an overall coordinator) was not
3A.36, 3A.37, | 6A.42, entittement was not presented in | presented as an acceptable fixed fee formulation
3A.43 6A.43, compliance with Rule 3A.34/ 3A.36 | in accordance with the responses to FAQ Nos. 10
6A.44 (GEM Rule 6A.41/ 6A.43) (see FAQ | or 10A of FAQ No. 077-2022 above, the CMI will

Nos. 10 and 10A of FAQ No. 077-2022
above for details) enter into a
supplemental engagement agreement

not be considered as having been appointed in
compliance with the Rules.
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with the new applicant to re-comply
with the relevant Rule requirements?

In that case, would the date of
engagement of the relevant syndicate
CMI (or overall coordinator) be taken
as the date of the initial engagement
agreement or that of the supplemental
engagement agreement for the
purpose of determining compliance
with the relevant timing requirement
under the Rules (e.g. the 2-week
deadline under Rule 3A.37 (GEM Rule
6A.44) for overall coordinators (other
than sponsor-overall coordinators) or
the 2-month deadline under Rule
3A.43 (for sponsor-overall
coordinators))?

The new applicant shall enter into a supplemental
engagement with the CMI to comply with Rule
3A.34/ 3A.36 (GEM Rule 6A.41/ 6A.43). The
appointment of the CMI for the purpose of the
Rules will only be regarded as having
commenced on the date when the CMI is
appointed in strict compliance with the Rules, i.e.
the date of the supplemental engagement. For
example, where the CMI in the scenario
described is a sponsor-overall coordinator, the 2-
month period required under Rule 3A.43(2) shall
only be regarded as having commenced on the
date of the supplemental engagement.

If the initial written engagement was entered into
on or before 4 August 2022 and the supplemental
engagement was entered into within 1 month
from 4 August 2022, the Exchange would accept
the date of the initial written engagement as the
date of engagement of the relevant CMI for the
purpose of the Rules. However, if the initial
written engagement was entered into after 4
August 2022 and/or the supplemental
engagement was entered into more than 1 month
after 4 August 2022, the date of the supplemental
engagement agreement will be taken as the date
of engagement of the relevant CMI for the
purpose of the Rules.
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Please refer to FAQ No. 21 of FAQ No. 077-2022
where a new applicant intends to make use of the
transitional arrangement.
(Added in August 2022)
22/04/2022 9.11(23a) 12.23AA 077- 10G. How should the information required to | Rule 9.11(23a)(b) (GEM Rule 12.23AA(b))
(04/08/2022) 2022 be submitted to the Exchange under

Rule 9.11(23a)(b), (c) and (d) (GEM
Rule 12.23AA(b), (c) and (d)) be
presented?

Rule 9.11(23a)(b) (GEM Rule 12.23AA(b))
requiring a c ofnedieestobdpaid
by the issuer to each overall coordinator6 d o e
prescribe the form in which the fixed fee
information should be presented. The Exchange
would expect this to include (i) the fees to which
each overall coordinator is entitled as a percentage
of the Total Fees (Note 1) and (ii) the fixed fees as
a percentage of the offer size for all overall
coordinators (which is consistent with the
presentation of the Total Fees as a percentage of
the gross proceeds to be raised from the New
Listing in respect of both the public subscription
and the placing tranches as required under Rule
9.11(23a)(c) (GEM Rule 12.23AA(c))).

Rule 9.11(23a)(c) (GEM Rule 12.23AA(c))

Rule 9.11(23a)(c) (GEM Rule 12.23AA(c)) requires
the Total Fees (as a percentage of the gross
proceeds to be raised from the New Listing) in
respect of both the public subscription and the
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placing tranches to be paid to all syndicate CMls.
The Exchange would expect this to include both (a)
the percentage calculated on the basis that the
over-allotment option (if any) is not exercised; and
(b) the percentage calculated on the basis that the
over-allotment option (if any) is exercised in full
(Note 1).

Rule 9.11(23a)(d) (GEM Rule 12.23AA(d))

Rule 9.11(23a)(d) (GEM Rule 12.23AA(d))
requires the ratio of fixed and discretionary fees to
be paid to all syndicate CMls for both the public
subscription and the placing tranches (in
percentage terms). The Exchange would expect
this to include:

(@) the total fixed fees (as a percentage (Note
2) of the Total Fees) paid or to be paid to all
syndicate CMIs for both the public
subscription and the placing tranches
(Notes 1 and 3); and

(b)  the total discretionary fees (as a percentage
(Note 2) of the Total Fees) paid or to be paid
to all syndicate CMIs for both the public
subscription and the placing tranches
(Notes 1 and 4).

Notes:
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1. If any information required to be submitted
under Rule 9.11(23a) (GEM Rule 12.23AA) is
calculated and/or presented on the basis that
the discretionary fees (if any) will be fully paid,
such basis should be clearly stated in the
submission.

2. Both (a) the percentage calculated on the basis
that the over-allotment option (if any) is not
exercised; and (b) the percentage calculated
on the basis that the over-allotment option (if
any) is exercised in full shall be submitted.

3. The fixed fee percentages shall be expressed
in compliance with FAQ Nos. 10 and 10A of
FAQ No. 077-2022 above.

4. For the avoidance of doubt, the payment of
discretionary fees (if any) to any syndicate
member is at the absolute discretion of the
issuer and therefore it would be acceptable for
the discretionary fee percentages to be subject
tolanguage such as "up
particular percentage.

(Added in August 2022)

22/04/2022
(04/08/2022)

3A.34,
paragraph
10A of Form

6A.41,
paragraph
10A of

077-
2022

12.

Under the New Code Provisions-
related New Code Provisions-related
Rule Amendments, what information

The issuer shall provide the following in relation
to fee arrangements to the capital market
intermediaries:
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Fin Form E in in relation to fee arrangements does
Appendix 5 Appendix 5 an issuer need to provide to capital (i) atthe time of engagement of a capital

market intermediaries involved in the
Rel evant Activitie
proposed placing?

(ii)

market intermediary by the issuer, the issuer
must specify, among others, the following in
the capital marketint er medi ar yods
engagement agreement:

(@) the fee arrangement (including the
capital mar ket int
percentage); and

(b) the time schedule for payment of the
fees (Note 1) to the capital market
intermediary; and

before commencement of dealings in the
equity securities or interests to be placed in
the transaction, the issuer must determine
and communicate in writing to the syndicate
CMI the allocation of discretionary fee, that
is, the absolute amount to be paid (Note 2),
and the time schedule for the payment (Note
2) of the total fees payable, to the syndicate
CMIL.

Notes:

1. This includes fixed and (if any)
discretionary fees.

2. See Notes 1 and 2 to FAQ No. 11 of FAQ

No. 077-2022.
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(Updated in August 2022)
22/04/2022 N/A 077- In the event that a Main Board new |In general, sponsors are reminded of their
(04/08/2022) 2022 applicant has already appointed a | responsibilities to advise their issuer clients on

sponsor for its proposed New Listing
(that involves a placing) before the
Effective Date, is it required to
terminate  the existing sponsor
engagement and re-appoint the
relevant intermediary as a sponsor and
an overall coordinator (or re-appoint
the relevant intermediary as a sponsor
and appoint an intermediary within its

group of C O g @pnN

companyo ) as an over
at the same time for the purpose of
complying with the requirement on
sponsor-overall coordinators under
Rule 3A.43(2) if the new applicant (A)
re-files its listing application on or after
the Effective Date after the previous
listing application lapses, or (B) files its
listing application for the first time on or
after the Effective Date?

compliance with the rules and regulations that are
expected to apply to the relevant listing
applications at the relevant times.

(A) Re-filings of listing applications of Main
Board new applicants submitted before
t he Effect i weeistibgaistng (
Applicationso)
As set out in the Al
New Code Provisions-related Rule
Amendments on bookbuilding and placing
activities in  equity capital market
transactions and sponsor coupling to
compl ement t he SFCA{
Conduct provisions; and (ii) housekeeping
Rul e amendment s o p
Exchange on 22 April 2022 and FAQ No.
20 of FAQ No. 077-2022, the New Code
Provisions-related Rule Amendments will
not apply to Pre-existing Listing
Applications.

This means that Main Board new
applicants are not required to appoint an
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overall coordinator or a sponsor-overall
coordinator or comply with Rule 3A.43(2)
in respect of such Pre-existing Listing
Applications. In the event that the Pre-
existing Listing Application lapses and is
re-filed (Note 1) on or after the Effective
Date, provided that:

(i) the existing independent sponsor
has been appointed as such before
the Effective Date and at least 2
months before the submission of the
re-filing, and the notification of the
sponsor engagement has been
submitted to the Exchange in
accordance with Rule 3A.02A(1) and
in any event before the Effective
Date (Notes 2 and 4);

(i)  the independent sponsor referred to
in condition (i) above or its group
company has also been appointed
as an overall coordinator for the
purpose of Rule 3A.43 before the
Effective Date and at least 2 months
before the submission of the re-filing
(Notes 3 and 5);
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(B)

(i) the engagements of such sponsor
and overall coordinator remain valid
and effective as at the time of the re-
filing; and

(iv) the re-filing is submitted within 3
months from the lapse of the last
listing application,

we would accept the overall coordinator
referred to in condition (ii) above as having
been duly appointed as a sponsor-overall
coordinator for the purpose of Rule 3A.43
even though its appointment as an overall
coordinator was not made at the same
time as it or its group company was
appointed as a sponsaor.

Certain listing applications submitted
by Main Board new applicants for the
first time on or after the Effective Date
and their subsequent re-filings

In the event that a Main Board new listing
application is submitted for the first time on
or after the Effective Date, the New Code
Provisions-related Rule Amendments
shall apply. This means that, amongst
other things, the Main Board new applicant
whose listing is expected to involve a
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placing should appoint at least one
sponsor-overall coordinator in accordance
with the New Code Provisions and the
Rule Amendments.

However, we acknowledge that where a
sponsor mandate has been entered into
before the publication of the New Code
Provisions-related Rule Amendments (i.e.
22 Apr i PubBcatbreDated i b u
listing application is only ready for
submission on or after the Effective Date,
the new applicant might not be able to
strictly comply with the requirement to
appoint the sponsor and the overall
coordinator at the same time for the
purpose of complying with the requirement
on sponsor-overall coordinators under
Rule 3A.43(2) when it submits the listing
application for the first time on or after the
Effective Date.

The purpose of the New Code Provisions-
related Rule Amendments is not to require
such new applicant to terminate the
existing sponsor engagement and re-
appoint the relevant intermediary as a
sponsor and an overall coordinator (or re-
appoint the relevant intermediary as a
sponsor and appoint its group company as
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an overall coordinator) in connection with
such application and subsequent re-
filings, provided that:

(i) the new applicant has already
appointed an independent sponsor
before the Publication Date, and the
notification of the sponsor
engagement has been submitted to
the Exchange in accordance with
Rule  3A.02A(1) before the
Publication Date (Note 4);

(i)  the independent sponsor referred to
in condition (i) above or its group
company has also been appointed
as an overall coordinator (Note 3) for
the purpose of Rule 3A.43 before the
Effective Date and at least 2 months
before the submission of the initial
application or re-filing (where
applicable) (Note 5);

(i) the engagements of such sponsor
and overall coordinator remain valid
and effective as at the time of the
submission of the initial application
or re-filing (where applicable); and
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(iv) where applicable, the re-filing is
submitted within 3 months from the
lapse of the last listing application.

Provided that the four conditions described
above in Part (B) are met, we would accept
the overall coordinator referred to in
condition (ii) above as having been duly
appointed as a sponsor-overall
coordinator for the purpose of Rule 3A.43.

Under the circumstances where the conditions
described above in Part (A) or (B) (as the case
may be) are met, no application is required to be
submitted by a new applicant or its sponsor for
the Exchangebs consent
transitional arrangement). However, where a new
applicant intends to make use of the transitional
arrangement in Part (A) or (B) above (as the case
may be), the sponsor of the new applicant shall
notify the Exchange in writing of the appointment
of the overall coordinator under condition (ii) in
Part (A) or (B) as soon as practicable after such
appointment is made.

If the fee arrangement in the initial written
engagement for the appointment of the overall
coordinator under condition (ii) above was not
presented in compliance with the Rules (as
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detailed in FAQ Nos. 10 and 10A of FAQ No. 077-
2022) and a supplemental engagement is
entered into pursuant to FAQ No. 10F of FAQ No.
077-2022, the sponsor of the new applicant shall
notify the Exchange in writing that such
supplemental engagement has been entered
into, the dates of the initial engagement and the
supplemental engagement and the changes
made pursuant to the supplemental engagement.
For the avoidance of doubt, if the Exchange had
already been notified of the initial engagement,
the sponsor of the new applicant would be
required to notify the Exchange where a
supplemental engagement has been entered into
pursuant to FAQ No. 10F of FAQ No. 077-2022,
even if the new applicant may eventually be
unable to make wuse of the transitional
arrangement.

The above notification(s) shall be made in writing
by email to the relevant vetting team (where the
listing application has already been filed) or to
ipoteamadmin@hkex.com.hk (where the initial
listing application has yet to be filed).

Notes:
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This applies to subsequent re-filings as well
provided that the conditions set out in Part
(A) above are met.

For the avoidance of doubt, if the notification
of the initial sponsor engagement of the
existing  independent  sponsor  had
previously been submitted to the Exchange
in accordance with Rule 3A.02A(1), such
notification will not need to be re-submitted
to the Exchange for the purpose of fulfilling
condition (i) of Part (A) above.

For the avoidance of doubt, in respect of a
sponsor-overall coordinator other than that
referred to in condition (ii) in Parts (A) and
(B) above (e.g. if the engagement of the
sponsor-overall coordinator referred to in
condition (ii) above ceases and another
intermediary or intermediaries is/are
engaged as a replacement sponsor-overall
coordinator), a Main Board new applicant
shall comply fully with, inter alia, Rule 3A.43,
including the requirement under Rule
3A43(2) to make sure that the
appointments of the sponsor and the overall
coordinator in respect of such sponsor-
overall coordinator are made at the same

time.
I'n |ine wi t h Rul e 18
mont hso in condition

above shall be modified to 1 month in the
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case of a placing involving bookbuilding
activities (as defined under the Code of
Conduct) in connection with the New Listing
of a SPAC.

5. References to A2 mon
Parts (A) and (B) above shall be modified to
1 month in the case of a placing involving
bookbuilding activities (as defined under the
Code of Conduct) in connection with the
New Listing of a SPAC. See also FAQ No.
9A of FAQ No. 077-2022.

Considering the new obligations and additional
responsibilities under the New Code Provisions-
related Rule Amendments, Main Board new
applicants are reminded to take into account the
conditions set out above if they wish to rely on the
transitional arrangements to avoid any
unintended delay in their listing timetables and be
mindful of, among others, (a) the timing for
negotiating and entering into a new/additional
engagement with their existing independent
sponsor (or its group company) and/or overall
coordinator; (b) the preparation required in
advance for a re-filing to be submitted within 3
months from the lapse of the last listing
application; and (c) any contingencies which may
result in a re-filing on or after the Effective Date
(e.g. delay of the listing date to after the Effective
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Date and lapse of the listing application shortly
before it).
We have set out some illustrative examples
highlighting the key dates in respect of the
transitional arrangements in the Appendix.
(Last updated in August 2022)
22/04/2022 3A.43, 3A.36 | N/A 077- 24. Where a new applicant who had |As st at ed i @Gonsulthtien PEderCamd
(04/08/2022) 2022 submitted a listing application before the | Conclusions Paper, t he maj or ai-i
Effective Date (i.e. a Pre-existing Listihng [c oup |l i ng o proposal was

Application not subject to the New Code
Provisions-related Rule Amendments)
has entered into an overall coordinator
engagement agreement with the
existing sponsor (or its group company)
before the Effective Date to ensure that
it could make use of the transitional
arrangement in Part (A) of FAQ No. 21
of FAQ No. 077-2022 in case the listing
application needs to be re-filed on or
after the Effective Date, would it be
acceptable to specify in the overall
coordinator engagement letter that the
provisions relating to the existing
sponsor 0s (or i ts
appointment as a sponsor-overall
coordinator and other terms required
under Rule 3 A. 3®C Appointment
Provisionso ) would not

others, (i) at least one sponsor would be free of
potential incentives to compromise its due
diligence in order to secure an overall coordinator
role; and (ii) at least one sponsor-overall
coordinator would have obtained a good
understanding of the new applicant through its due
diligence work and be in a good position to give
comprehensive advice to the new applicant
throughout the transaction.

In the scenario described, this is acceptable as
there appears to be no uncertainty over the
existing sponsor 0s (orn
appointment as a sponsor-overall coordinator and
the terms of its sponsor-overall coordinator
engagement for the purpose of the re-filing on or
after the Effective Date, given that (i) the existing
sponsor (or its group company) is appointed before
the Effective Date as a sponsor-overall coordinator
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takes place before the lapse of the Pre- | for the potential re-filing on or after the Effective
existing Listing Application? Date; (ii) the OC Appointment Provisions required
under Rule 3A.36 have been determined and set
out in the overall coordinator engagement letter
before the Effective Date; and (iii) the OC
Appointment Provisions would apply once the Pre-
existing Listing Application lapses (where listing
does not take place).
(Added in August 2022)
22/04/2022 3A.46 6A.48 077- 14. Under the New Code Provisions- | (i) In the case of a placing in connection with a
2022 related Rule Amendments, a new New Listing, the Listing Rules prohibit

applicant and its directors shall provide
each syndicate member with a list of
the directors and existing shareholders
of the new applicant, their respective
close associates and any person who
is engaged by or will act as a nominee
for any of the foregoing persons to
subscribe for, or purchase shares in
connection with  a New Listing
( Restricted Investorso ) .

() Does this requirement apply to
new applicants with a primary
listing on an overseas exchange
given they may have a large
shareholder base and the
compilation of the list of

Restricted Investors from subscribing for the
equity securities or interests of a new
applicant unless with consent from the
Exchange. The provision of the required
information set out in Rule 3A.46 (GEM Rule
6A.48) is to assist the syndicate members to
identify such Restricted Investors.

A new applicant seeking a secondary listing
or a dual primary listing with an offering on
the Exchange has the same obligation under
Rule 3A.46 (GEM Rule 6A.48) to assist their
syndicate members to meet their general
obligation to take all reasonable steps to
identify Restricted Investors.

Under the current practice, given there may
be material changes in the Restricted
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(ii)

Restricted Investors may be
cumbersome?

Does the requirement apply to a
placing of shares by a listed
issuer that falls under Rules
3A.32(1)(a)(ii) or 3A.32(1)(b)
(GEM Rule 6A.39(1)(a)(ii)) or
6A.39(1)(b))?

Investors during the listing process of a new
applicant seeking a secondary listing or a
dual primary listing on the Exchange, it may
appl vy for t he Exchan
paragraphs 5(1) and (2) of Appendix 6 to the
Listing Rules (GEM Rule 10.12(1A)(a) and
(b)) and a waiver of Rule 10.04 (GEM Rule
13.02(1)) in order to allow certain existing
shareholders of the new applicant to
subscribe for equity securities or interests in
its IPO.

Guidance Letter HKEX-GL85-16 provides
that the Exchange will consider giving the
above consent and granting the above
wai ver t o a new a
shareholders or their close associates to
participate in an IPO if any actual or
perceived preferential treatment arising from
their ability to influence the listing applicant
during the allocation process can be
addressed (for example, where all the
conditions set out in paragraph 4.20 of the
above guidance letter are fulfilled, the
Exchange may consider that the actual or
perceived preferential treatment given to the
relevant existing shareholders or their close
associates by virtue of their relationship with
the new applicant can be addressed and will
ordinarily give its consent for allocation of
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(ii)

securities to such shareholders or their close
associates).

No, this requirement only applies to a placing
in connection with a New Listing.

However, listed issuers are reminded to
comply with the requirement of the Listing
Rules in connection with the placing of (a)
equity securities or interests of a class new
to listing or of a class already listed under a
general or specific mandate or (b) listed
equity securities or interests (if it is
accompanied by a top-up subscription) to
any Afconnect ed per s
Chapter 14A of the Listing Rules. For
example, a listed issuer may provide
information to assist the syndicate members
to identify t he I i s
persons.

06/09/2019
(January
2022)

4.03, 19.20,
19C.16

7.02,24.13

N/A

059-
2019

As from 1 O c tEffdrteve
Dated the amendments to the Financial
Reporting Council Ordinance (Cap. 588)
( FRCOO0 }ook effect and the Financial
Reporting RRG )rbecanhe
Hong Kongds indepe
listed entity auditors.

After the Effective Date, all audit firms
intending to carry out a PIE Engagement

(i)

In relation to equity issuers and applicants, the
audit engagements falling within the PIE
Engagements are summarized below:

Preparati on ofls it a PIE
accountant s ® 1 Engagement?

Annual financial statements | &
Listing document a
Very substantial acquisition | &
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are subject to a system of registration Reverse takeover 3
(for Hong Kong audit firms) and ) ,
recognition (for non-Hong Kong audit Major transaction *
firms) as PIE Auditors. Very substantial disposal x

e . Ext t ti

Any non-Hong Kong audit firm is xareme ransaC|o.n -
required to be recognized by the FRC De-SPAC transaction X

before the audit f
(i.e. accept an appointment to carry out)
any PIE Engagement; and (ii) carry out
any PIE Engagement for an overseas
entity. Under the FRCO, the Exchange
needs to issue a Statement of No
Object$SNwa) (Before
considers an application of the overseas
audit firm to be recognized as a
Recognized PIE Auditor. The overseas
audit firm must not accept an
appointment for carrying out any PIE
Engagement for an overseas entity
unless the application for recognition
has been granted.

(i) Which types of engagements fall
within the PIE Engagements?

(i) On the appointment of a non-Hong
Kong audit firm for the PIE
Engagement, who should submit
the formal application to the FRC?

(ii)

For those engagements not falling within the
Pl E Engagement s, sSuc
reports included in major transaction and very
substantial disposal circulars, the Listing
Rules continue to apply after the Effective
Date. Therefore, it is at t h e Exch
discretion to accept an overseas audit firm as
the reporting accountant under the Listing
Rules and recognition with the FRC is not
required.

The FRC considers the recognition
application of a non-Hong Kong audit firm on
a case-by-case basis. Therefore, the
application should be submitted by the
overseas entity. Please see the table below:

Location of o .
audit firm Application should be submitted by
Overseas Overseas entity,
e together with a SNO issued by the
audit firm
Exchange
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Not applicable.
Endorsed
Mainland
audit firm

(Endorsed Mainland audit firms are
recognized as a PIE Auditors
without a recognition application
being made to the FRC.)

Notes:

1.

A public interest entity (PIE) is either (a) a
listed corporation whose listed securities
comprise at least shares or stocks; or (b) a
listed collective investment scheme.
Therefore, an entity with only listed debts
without listed shares or stocks is not a PIE.

For further details on the recognition of
overseas audit firms, please refer to the
FRC6s website

06/09/2019
(January
2022)

4.03, 19.20,
19C.16

7.02,24.13

N/A

060-
2019

The overseas equity issuer or applicant
must seek a SNO from the Exchange to
engage an overseas audit firm to
undertake its PIE Engagements. After
the SNO is obtained, that issuer or
applicant can submit the recognition
application to FRC.

What are the assessment criteria to be
considered by the Exchange for the
issue of a SNO?

SNO is granted on by a case-by-case basis.

As set out in note 2 to Main Board Rule 4.03(1)
(note 2 to GEM Rule 7.02(1)), we will issue a SNO
if the overseas audit firm:

(@)
(b)

(c)

has an international name and reputation;

is a member of a recognized body of
accountants; and

is subject to independent oversight by a
regulatory body of a jurisdiction that is a full
signatory to the IOSCO MMOU. It would be
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acceptable if the relevant audit oversight body
is not a signatory to the IOSCO MMOU but the
securities regulator in the same jurisdiction is
a full signatory to the IOSCO MMOU.
In this regard, the overseas equity issuers and
applicants are reminded that they should plan their
application ahead and allow sufficient time for them
to seek the SNO and obtaint h e F RC 0 sfors
recognition of a Recognized PIE Auditor.
06/09/2019 4.03, 19.20, 7.02,24.13 | N/A 061- What information should be submitted to | The SNO application must be made in writing.
(January 19C.16 2019 the Exchange when making an | Based on all relevant facts and circumstances, the
2022) application for a SNO? overseas equity issuer or applicant should provide

an explanation, that supports the SNO application,
and all other relevant information that it reasonably
believes shoul d be brought t
attention, including but not limited to:

(1) Details of the PIE Engagement (see FAQ No.
059-2019) and role of the overseas audit firm
acting as:

a. auditors; and/or
b. reporting accountants.

(2) Information of the issuer or the applicant or the

business, company or companies being
acquired (collectivel
acquisition), including its name, address,

place of incorporation and nature of the
business of the group/target.
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(3) Information of the overseas audit firm,
including:

a.

having an international name and
reputation;

being a member of, or registered with, an
accountancy body (please specify the
name of accountancy body in the home
country) that is a member of the
International Federation of Accountants
(IFAC) (see note 1 below); and

being subject to independent oversight by
a regulatory body of a jurisdiction (please
specify the name of regulatory body in the
home country) that is a signatory to the
I0OSCO MMOU (see note 2 below).

(4) Auditing and financial reporting standards
adopted in relation to the PIE Engagement.

(5)

Reasons of why an overseas audit firm is
needed to undertake the PIE Engagement
(see note 3 below), such as:

a.

the overseas audit firm has a geographical
proximity —and familiarity with  the
businesses of that overseas applicant or
issuer or the target; and/or

that overseas applicant or issuer or the
target is listed on a Recognised Stock

99




Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)

Exchange (as defined in Rule 1.01), and
the overseas audit firm is the auditor of that
overseas applicant or issuer or the target;
and/or

c. the overseas audit firm is the statutory
auditor of that overseas applicant or issuer
or the target.

Note 1. A SNO issued by the Exchange is one of
the eligibility criteria to be a Recognized PIE
Auditor. There is no indication that the overseas
audit firm mentioned in the SNO will be approved
by the FRC, as the FRC has the following
additional criteria:

(@) the overseas audit firm is subject to the
regulation of an overseas regulatory
organization recognized by the FRC; and

(b) the overseas audit firm has adequate
resources and possesses the capability to
carry out a PIE Engagement for the overseas
entity.

Generally, an overseas regulatory organization is
recognized by the FRC, if it is a member of the
International Forum of Independent Audit
Regulators (IFIAR); or from a jurisdiction which has
attained equivalence status granted by the
European Commission under Article 46 of the
Statutory Audit Directive 2006/43/EC. For details,
pl ease refer to the FRQC

100



Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)
Note 2: It would be acceptable if the relevant audit
oversight body is not a signatory to the 10SCO
MMOU but the securities regulator in the same
jurisdiction is a full signatory to the IOSCO MMOU.
Note 3: The Exchange will consider exercising its
discretion not to issue a SNO if the overseas issuer
or applicant fails to satisfy the Exchange of its
reasons for its engagement of an overseas audit
firm to undertake the PIE Engagement.
06/09/2019 4.03 7.02 N/A 063- Main Board Rule 4.03 (GEM Rule 7.02) | Yes. After the Effective Date, the overseas equity
(January 2019 requires the reporting accountants to be | issuer or applicant is still required to apply for this
2022) normally qualified under the | waiver to the Exchange together with its SNO
Professional Accountants Ordinance | application.
(Cap. 50).
We will grant this waiver subject to the overseas
After the amendments to the FRCO | audit firm to be recognized by the FRC. The issuer
became effective, is the overseas equity | or applicant should also disclose this waiver
issuer or applicant still required to apply | (including details and reasons) in its circular or
the waiver of Main Board Rule 4.03 | listing document.
(GEM Rule 7.02), in addition to seeking
the SNO, when it proposes to appoint an
overseas audit firm to act as a reporting
accountant for its PIE Engagement?
06/09/2019 19.20, 24.13 N/A 064- Before the amendments to the FRCO | No. After the Effective Date, the overseas equity
(January 19C.16 2019 became effective, the overseas equity | issuer only needs to submit the SNO application to
2022) issuer needs to make an enquiry | the Exchange. We will arrange to issue a SNO if

regarding its proposed appointment of
an overseas audit firm as its auditor.

the overseas audit firm can satisfy the assessment
criteria as set out in FAQ No. 060-2019.
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After the Effective Date, does the | Note: For overseas audit firms who have already
overseas equity issuer, for PIE been recognized by the FRC as Recognized PIE
Engagements1 still need to make the AUditorS, although the SNO is not I‘equil‘eg (See the
enquiry, in addition to seeking the SNO, | €xample set out in FAQ No. 065-2019 (i) below),
when it proposes to appoint an overseas Elhg és(sé’gﬁ geler%qgg)ed ;9 Zl?%hr/ ;\22"? oB?rfgnEgln?[
P ; ; : ule 7.02) waiv: u
audit firm to act as its auditor? under Main Board Rules 19.20(2) and 19C.16(2)
(GEM Rule 24.13(2)) for the new engagement as
required under the Listing Rules.
06/09/2019 4.03, 19.20, 7.02,24.13 | N/A 065- Is an overseas equity issuer required to | In the circumstances described:
(January 19C.16 2019 apply a Ainewo SNO
2022) circumstances: () No. The SNO is not required when applying

() Annual renewal of the recognition
(i.e. isamed ove
the FRC?

(i) To appoint an overseas audit firm
(who is the auditors of the issuer) as
its reporting accountants for a
transaction circular, which falls
within the PIE Engagements?

(i) To appoint fAanotk
firm as its auditors or reporting
accountants for a transaction
circular (which falls within the PIE
Engagements)?

for renewal of the recognition to the FRC.

(i) No. The SNO is not required. In addition, the
issuer does not have to re-apply for
recognition to the FRC when the recognition of
that audit firm remains valid.

(i) Yes. The issuer should make a fresh
recognition application, together with the SNO,
to the FRC.
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06/09/2019 4.03, 19.20, 7.02,24.13 | N/A 066- Does an overseas equity issuer or | Yes. It should disclose that fact.
(January 19C.16 2019 applicant need to disclose the fact that
2022) its auditors or reporting accountants for
a PIE Engagement are the Registered or
Recognized PIE Auditors in the annual
report, circular or listing document?
06/09/2019 4.03, 19.20, 7.02,24.13 | N/A 067- Does an overseas equity applicant need | Yes. For clarity, the overseas applicant should
(January 19C.16 2019 to disclose the name of the auditors after | disclose the name of its auditors after listing at the
2022) listing in the listing document? time of the publication of the listing document.
In case where an overseas applicant engaged a
Hong Kong audit firm to act as its reporting
accountant f or preparing th
its listing document, but it intends to appoint an
overseas audit firm as its auditors after listing, it
should seek a SNO from the Exchange and submit
a recognition application to the FRC. At the time
of the publication of the listing document, if its
application is wunder tH
fact should be disclosed.
01/01/2022 4.03, 19A.08 | 7.02 N/A 076- Is an equity issuer incorporated in the | Yes. The PRC issuer is permitted to appoint an
2022 PRC PRGI issuero ) p e r mi| overseas audit firm to carry out an engagement in

appoint an overseas audit firm as its
reporting accountant for the preparation
of the accountants
transaction circular relating to the
acquisition of an overseas company
(regardless of whether it constitutes a
PIE Engagement)?

relation to the acquisition of an overseas company,
provided that the PRC issuer seeks a waiver from
strict compliance with Main Board Rule 4.03 (GEM
Rule 7.02), and obtains a SNO (in the case of PIE
Engagements) from the Exchange.
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06/02/2015 Rules Rules 31 7. The relevant Rules requires, among | These issuers should present the ageing analysis
(February 4.05(2)(a) 7.04(2)(a) other things, the ageing analysis be | based onthe payment schedule set out in the sales
2020) and (b), Note | and (b), presented on the basis of the date of the | and purchase contracts.
2 to Rule|Note 2 to relevant invoice or demand note.
4.05(2), Rule [Updated in February 2020]
paragraph 7.04(2), For issuers in industries that do not issue
4(2)(a) and | Rules invoices to their customers, but have
(b) of | 18.50B(2)(a sales and purchase contracts with its
Appendix 16, |) and (b), customers which set out the agreed
Note 4.2 of | Note to Rule payment schedule, how should they
Appendix 16 | 18.50B(2) present their ageing analysis of
accounts receivable and accounts
payable?
24/08/2018 4.10, 7.12, 7.14, | N/A 034- Whether the Exchange will allow an | Rule 4.11 requires an account ant s®o
(01/01/2022) | 4.11, 24.18A 2018 applicant, including a biotech company, | listing document be prepared in Hong Kong
19.13, to adopt generally accepted accounting | Financial Reporting Standards or International
19.14, principles in the United States (US | Financial Reporting Standards (IFRS) for non-PRC
19.25A, GAAP) in the preparation of | companies.
19C.10D accountants .6 repor U_S GAAP is a}cceptable for an overseas issuer
19C.23 ’ financial reports after listing? with, or seeking, a dual primary or secondary
' listing in the U.S. and on the Exchange

(paragraph29 of Guidance Letter HKEX-GL111-
22).

An applicant already listed in U.S. may apply for a
waiver from Rule 4.11 and note 2.1 to paragraph 2
of the Appendix 16 to use US GAAP in the
preparation o f an accountim st
prospectus and the financial statements issued
after listing.
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In considering whether to grant the waiver, the
Exchange will take into account the following:

) the applicantdos ©pl ac
U.S., and whether it has been adopting US
GAAP;

(i) whether the adoption of US GAAP enables its
investors to make a more meaningful
comparison of its performance with its peers;

(i) the comparability between US GAAP and
IFRS; and

(iv) whether there is any material difference
between the financial statements prepared
using US GAAP and IFRS.

Please refer to Guidance Letter HKEX-GL102-19
for the details of the conditions, at a minimum,
required by the Exchange on granting such waiver.

Secondary listed issuers that are listed in the US
and new secondary listing applications from US-
listed applicants should refer to Guidance Letter
HKEX-GL111-22 for the transitional arrangements
on the use of US GAAP for secondary listing.

(Updated in January 2022)
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18/06/2021 4.14, 7.18, N/A 075- Where and for how long should | Issuers should publish documents on display on
(01/01/2022) | 5.01B(1)(b), 8.01B(1)(b), 2021 documents on display be published | both the HKEX website (through EPS under the

5.02B(2)(b), | 8.02B(2)(b), online? new headline category
14.66(10), 19.66(11), and t he i ssuerds websiteg
14.67A(2)(b)( | 19.67A(2), How will these documents be removed

viii), 20.68(13), from the relevant websites after the | For documents that are published to meet
14A.70(13), 23.02(2), expiry of the prescribed display period? | transaction disclosure obligations only, issuers are
15A.21(4), 24.09(2), required to publish them for time period prescribed
17.02(2), 3), by the Listing Rules (which is the same as what the
19.10(5)(e) (5)(@).(e) Listing Rules originally require for physical display
and (6), and (6), of such documents).

19A.27(4), 25.20(4),

19A.50, 25.37, For documents that are published to meet ongoing
19C.108B, 32.05(3), disclosure  obligations (e.g.  constitutional
29.09, 29.10, | 35.10, documents, audited financial information and
36.08(3), 35.11, previous transaction circulars), these should be
Appendix 1A | Appendix published on a continuous basis. There is no time
paragraph 1A limit on the length of time listing documents should
53, Appendix | paragraph remain online. (Note: These documents are
1B paragraph | 52, already published online on a continuous basis.
43, Appendix Issuers will not have to publish them again to meet
Appendix 1C | 1B any transaction disclosure obligations as such
paragraph paragraph obligations will be removed with the changes to the
54, Appendix | 42, Listing Rules.)

1D Appendix

paragraph 1C After the expiry of any relevant display period
27, Appendix | paragraph prescribed by the Listing Rules, issuers should
1E paragraph | 53, remove the documents on display manually from
76, Appendix | Appendix 4 the EPS themselves and can also remove them
1F paragraph | paragraph from their own website. They should not do so
66, Appendix | 9, and before the expiry of the relevant display period.
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4 paragraph | Appendix
9(b), 17 The Exchange will not automatically remove
Appendix 7H | (Updated documents of display from EPS after a relevant
paragraphs 5 | in January display period has expired.
and 15 2022)
andAppendix
24
(Updated in
January
2022)
28/11/2008 4.29 7.31 7 68. A listed issuer proposes to place new | Main Board Rule 4.29 / GEM Rule 7.31 sets out the

shares to independent third parties for
cash consideration, details of which will
be disclosed by way of an
announcement as required under Main
Board Rule 13.28 / GEM Rule 17.30.

Where the listed issuer provides
information about the impact of the
proposed placing on its financial
position, is it required to comply with
Main Board Rule 4.29 / GEM Rule 7.31
if the announcement contains the
following information?

(@) The adjusted net asset value of the
listed issuer group calculated based
on the net proceeds from the
proposed placing and its latest

standards of preparation and assurance
associated with any disclosure of pro forma
financial information (whether mandatory or
voluntary) in any documents issued by the listed
issuer under the Listing Rules. This requirement
would therefore apply to announcements of the
listed issuer.

I n the present case, t h
described in scenario (a) is regarded as pro forma
financial information subject to Main Board Rule
4.29 /| GEM Rule 7.31.

In scenario (b), while a qualitative explanation of
the effect of the proposed placing on the listed
issuer financial position is not subject to Main
Board Rule 4.29 / GEM Rule 7.31, the listed issuer
must ensure that information contained in the
announcement is accurate and complete in all
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published consolidated net asset
value.

(b) A qualitative explanation of the
effect of the proposed placing on its
financial position (for example, the
proposed placing would increase
the net asset value of the listed
issuer group).

material respects and not misleading or deceptive
under Main Board Rule 2.13 / GEM Rule 17.56.

20/10/2011
(01/04/2015)

Chapter 5

Chapter 8

15

Is an applicant/issuer only required to
disclose valuation information relating to
its property interests under Chapter 5 of
the Main Board Rules/Chapter 8 of the
GEM Rules in the listing
document/circular?

No. Under the general disclosure obligation in the
Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap 32) and the Listing
Rules (for applicant, see Main Board Rule
11.07/GEM Rule 14.08(7); for issuer, see Main
Board Rule 14.63(2)(a)/GEM Rule 19.63(2)(a)), a
listing document/circular must contain sufficient
particulars and information necessary for an
investor to make an informed decision.

20/10/2011

5.01(1)

8.01(1)

15

How is the acquisition cost determined if
an acquisition is made after the latest
consolidated audited accounts?

The acquisition cost should be determined based
on the appropriate accounting treatment used by
the acquirer in preparing the financial statements.

20/10/2011

5.01(1)

8.01(1)

15

How should an applicant ascertain the
carrying amount of a property interest?

The carrying amount of a property interest must be
ascertainable from the books and records of the
applicant and consolidated into its balance sheet.
Disclosure of a breakdown of property interests in
the listing document is not required.

108




Release
Date (Last
Update Date)

Main Board
Rules

GEM
Rules

Series
No.

FAQ
No.

Query

Response

The carrying amount of a property interest used to
calculate the percentages under which a property
valuation is not required should be the amount
reported in the consolidated balance sheet of the
applicant. It should not be the effective value based
on t he applicant 6s pe
subsidiary (or the entity that is consolidated into the
balance sheet). For example, an 80% owned
subsidiary of an applicant holds a property interest
with a carrying amount of $200 million. The
carrying amount of $200 million should be used
instead of $160 million.

20/10/2011

5.01(2)

8.01(2)

15

Can an applicant engage in both
property activities and non-property
activities?

An applicant can engage in both property activities
and non-property activities. An applicant should
consider each property
letting or sale, then it would be categorised into
property activity. So even where
core business is not property development or
investment, its property interest may still be
categorised into property activity.

20/10/2011

5.01(2)

8.01(2)

15

Does Ahol di ng (din
means holding by the applicant or its
subsidiaries, or does it also include
holding by entities that the applicant has
no control of, such as associated
companies or jointly controlled entities?

AHol ding (directly or
interests that are recognised in the consolidated
balance sheet of the applicant. Whether a property
interest held by a jointly controlled entity is
recognised in the consolidated balance sheet of
the applicant depends on the accounting treatment
adopted by the applicant.
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20/10/2011 5.01(2) 8.01(2) 15 6. Should retail outlets occupied by an | Retail outlets occupied by an applicant for its
applicant for its operations be | operations should be categorised into non-
categorised into a property activity or a | property activity.
non-property activity?

20/10/2011 5.01A(a) 8.01A(a) 15 7. How should an applicant identify | Generally, an applicant should identify the carrying

properties up to the 10% limit in Main
Board Rule 5.01A(a))GEM Rule
8.01A(a)? If there are two properties with
similar carrying amounts crossing the
10% limit at the same time, which
property should be valued?

amount of each property interest and add up from
the lowest values until the 10% limit is reached.
Property valuations will not be required for property
interests comprising the lowest 10%. Property
valuations will be required for the remaining
property interests. Full text of valuation reports will
be required to be disclosed in the listing document
except where summary disclosure is allowed (see
Main Board Rule 5.01B/ GEM Rule 8.01B).

Where two properties have similar carrying
amounts that would cross the 10% limit, we would
leave it to the applicant and its advisers to
determine taking into account the general
disclosure obligation. For example, an applicant
may have 15 properties representing 10.12% of its
total assets. The largest and second largest of
these 15 properties are a property in Mongolia
representing 0.97% of its total assets and a Hong
Kong property representing 0.85% of its total
assets. The total amount of non-valued properties
would be less than the 10% limit if either one of
these two properties (each with an amount below
1% threshold) is valued.
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An applicant may value the 0.85% Hong Kong
property instead of the 0.97% Mongolian property
on the basis that it would be unduly burdensome.

20/10/2011

5.01B(b)(ii)

8.01B(b)(ii)

15

What is the timing reference point for the
stat ement ifexcept

interests in the valuations reports, no
single property interest that forms part of
its non-property activities has a carrying
amount of 15% or m

The timing reference point for the statement is the
listing document date.

20/10/2011

5.02

8.02

15

Please clarify whether an issuer must
comply with Main Board Rule
5.02AlI/GEM Rule 8.02AI and Main
Board Rule 5.02B(ii))GEM Rule 8.02B(ii)
as well as the current Rule that requires
a valuation for an acquisition or disposal
of a company whose assets consist
solely or mainly of property and where
any of the percentage ratios of the
transaction is or is above 25%.

The property valuation requirement is triggered
when an issuer acquires or disposes of a company
whose assets consist solely or mainly of property
and where any of the percentage ratios of the
transaction is or is above 25% under Main Board
Rule 5.02/GEM Rule 8.02.

An issuer should then identify each property
interest in the company being acquired or disposed
of and consider whether the carrying amount is
bel ow 1% of the issuer
not required if a property interest is below 1% of
the issuerdés total asse
of property interests not valued must not exceed
10% of the issuerodés tot

20/10/2011

5.10

8.36

15

10.

Please clarify how to determine when
information under Main Board Rule
5.10/GEM Rule 8.36 should be
disclosed.

An applicant must disclose information on its
material property interests. The information must
be meaningful for investors to make an informed
decision regarding the company. We expect
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applicants and sponsors to consider materiality
taking into account all the relevant facts and
circumstances and disclose property valuations
and/or relevant information for material property
interests.

There is no definition of materiality in the Listing
Rules. In considering whether a property interest is
material or not, applicants and sponsors may
consider:

(&) whether the property interest (individually or in
aggregate) is used for a reportable segment of
the applicant. If so, whether it contributes a
significant portion of revenue to the applicant;

(b) whether there are any encumbrances on the
property or use of the property that may, at any
time, directly or indirectly impact the
operations of t he &
segment;

(c) whether there are any defects relating to the
property or its operations that may have major
i mpact on t he appl i
operations, for example, breach of
environmental regulations or title defects; and

(d) whether there is re-development potential for
the property that ma \
financial position.
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These factors are only for guidance and are not an
exhaustive list. Applicants and sponsors should
carefully consider how the information could
influence i nvestorso
judgement can only be properly made taking in
account all the facts and circumstances of the
applicant.

14/11/2014 Chapter 6 N/A 29 5. What is the trading suspension | There will be no change in the general policy for

(13/07/2018) arrangement for issuers with A shares | trading suspension of A+H issuers as a result of

and H shares listed on SSE/ SZSE and
SEHK?

the implementation of Shanghai and Shenzhen
Connect:

(a) Suspension arrangement

(i) Suspension pending release of inside or
material information or clarification to address
false market concern

Where an A+H issuer has any inside
information® or material information? or where
there is concern about the possible
development of a false market?, the issuer's A
and H shares will be suspended in both markets
to prevent potential or actual market disorder.

Note
1. See SEHK Listing Rule 13.09
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2. See SSE listing rules 2.3 and 2.10/ SZSE listing
rule 2.7
3: See SEHK Listing Rule 13.10

(i) Suspension due to other reasons (i.e. other
than those mentioned in (i) above)

In other specific circumstances where trading
suspension is required in one market, and not
the other, under the respective home market
rules, the current practice will continue to apply.
They include: (See Attachment 1)

(b) Communications with exchanges

A+H issuers are reminded that they must notify
both SEHK and SSE/ SZSE as soon as possible
after they become aware of any matter that may
require a trading suspension of their shares on
SEHK and/or SSE/ SZSE. The issuers should, to
the extent practicable, make early contact with
SEHK and SSE/ SZSE to allow sufficient time for
each exchange to deal with the matter before the
markets open.

(c) Disclosure in announcements

Where trading is to be suspended in one market
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only (see paragraph (a)(i) above), timely
disclosure of the suspension details (including the
time of suspension and the reason for the
suspension) in the other market is necessary to
ensure that shares in the other market can
continue to be traded in an orderly manner.

14/11/2014 Chapter 6 N/A 29 6. Once suspended, will trading | (a) Resumption arrangement

(04/11/2016) resumption of an issuer's A and H

shares take place at the same time?

(i)

(ii)

Normally, if an issuer's A and H shares are
suspended due to inside or material
information or false market concern, trading
in the shares will resume in both markets at
the same time after the issuer has published
an appropriate announcement through
SEHK and SSE/ SZSE.

Nevertheless, as mentioned in paragraph
(a)(ii) under question 5, there may be specific
circumstances where trading suspension is
required in one market, and not the other,
under the respective home market rules. In
those circumstances, trading in the issuer's
shares may resume in one market when it
has satisfied the requirements of that market,
but remain suspended in the other market
under its rules.
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(b) Communication with exchanges
The suspended issuer should keep both SEHK
and SSE/ SZSE informed of its developments and
should allow sufficient time for the exchanges to
decide whether and when trading can be resumed.
(c) Disclosure in announcements
Where trading is to be resumed in one market only
(see paragraph (a)(ii) above), the issuer should
publish an announcement setting out the reasons
for the continued suspension of its shares in the
other market.

20/10/2017

6.01

9.01

N/A

005-
2017

The Fi
Ordinance
the three sectoral
(being the Monetar
or the I nsurance A
of powers to enabl ¢
a noinabl e, system
financi al institut
ma ntaining financ
seeking to protect

nanci al Il nst
iF C BOV. 662t8

In particular, Part 9 of the FIRO
empowers a resolution authority to
temporarily defer

disclosure obligations under section

There is no automatic suspension of dealings in
securities of such issuer, but the FIRO provides
that the resolution authority may direct the
Exchange to suspend, or not to suspend, dealings
in securities of an issuer despite its disclosure
obligations have been deferred under the FIRO.

The resolution authority must consult the SFC (if
the SFC is not the resolution authority) before its
exercise of any powers to defer disclosure
obligations or suspend, or not suspend, dealings to
enabl e t he SFCo6s Vi ew,
(including e.g. on the effects of deferral,
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307B of the SFO in certain
circumstances (including that the
disclosure would cause or contribute to
the non-viability of the entity or its group
company or impede the ability of the
resolution authority to achieve orderly
resolution), and in that
disclosure obligations under the Rules
will also be deferred automatically.

Where an i ssuer6s
are deferred under the FIRO, will
dealings in securities of such issuer be
suspended?

(

suspension or non-suspension on the market, and
financial stability).

Any decision to exercise such powers would not be
taken lightly by a resolution authority given their
potential risks and ramifications for the stability and
effective functioning of the financial system.
Ultimately, the extent to which the resolution
authority would use any of these powers on failure
of an institution would depend upon its assessment
of the risks posed to the orderly resolution, its
balancing of the resolution objectives in the context
of securing its financial stability objectives as set
out in the FIRO and the operational mechanics (to
be developed by the resolution authorities) for the
implementation of the FIRO stabilization options.

20/10/2017

6.01

N/A

N/A

007-
2017

Part 9 of the FIRO, as currently drafted,
does not cover suspension of dealings in
structured products listed under Chapter
15A of the Main Board Listing Rules that
are cash settled only.

What will happen to dealings in the cash-
settled structured products of an issuer
that is subject to Part 9 of the FIRO in
the three scenarios below?

(a) Prior to the application of a
stabilization option under the FIRO,
where the relevant issuer also has

(a) Where the relevant resolution authority has
served a direction under the FIRO on the
Exchange to suspend, or not to suspend, the
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(b)

(€)

securities as defined under the FIRO
(e.g. shares) listed on the Exchange;

Prior to the application of a
stabilization option under the FIRO,
where the relevant issuer does not
have any securities as defined under
the FIRO (e.g. shares) listed on the
Exchange (i.e. the issuer issues
cash-settled structured products
only); or

Wh e n and
FIRO is in effect.

fifnoa undt

i ssuerbés securities a
(e.g. shares), the Exchange shall exercise its
power under Main Board Rule 6.01 to suspend
dealings, or refrain from directing a suspension
of deal ings, i n -dettled
structured products in the same way.

(b) The relevant resolution authority shall inform the
Exchange when t he i
obligations have been deferred under the FIRO,
and request the Exchange to suspend, or not to
suspend, deal i ngs -dettied
structured products.

The Exchange shall exercise its power under
Main Board Rule 6.01 to suspend dealings, or
refrain from directing a suspension of dealings,
upon receiopt of t he
request.

(c) The relevant resolution authority shall inform the
Exchange wheniaaduntiea
i S i n effect and t h
obligations are suspended by force of law
pursuant to section 153 of the FIRO.

The Exchange shall exercise its power under
Main Board Rule 6.01 to suspend dealings upon
receipt of the notice.
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14/11/2014 Chapter 7, | N/A 29 2. Are there new PRC requirements for | (a) Rights issues and open offers
(13/07/2018) | 13.36(2)(a) Eligible SEHK Issuers and Other
Note 1 Connect Issuers to offer or distribute | Yes. The China Securies and Regulatory
securities to Southbound Shareholders | commission  (CSRC) has  issued the

in the above corporate actions?

Announcement [2016] No. 21 "Filing Requirements
for Hong Kong Listed Issuers Making Rights Issues
to Mainland Shareholders through Mainland-Hong
Kong Stock Connect". The document sets out the
requirements for Eligible SEHK Issuers and Other
Connect Issuers offering securities to their
Southbound Shareholders in rights issues / open
offers (see also question 3  below).

Issuers should also note that under Shanghai and
Shenzhen Connect, China Securities Depository
and Clearing Corporation Limited (ChinaClear) will
provide nominee services for Southbound
Shareholders to (i) sell their nil-paid rights on
SEHK; and/or (ii) subscribe for their entitlement
securities under the rights issues / open offers in
accordance with relevant laws and regulations.
However, it will not support excess applications by
Southbound Shareholders through Shanghai and
Shenzhen Connect?.

Note

1: See Article 23 of ChinaClear's Implementing Rules
for Registration, Depository and Clearing Services
under Mainland-Hong Kong Stock Connect
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(ChinaClear Stock Connect Implementing Rules)
(b) Bonus issues, scrip dividend schemes and
distributions in specie
No rules or guidance has been published by the
CSRC.
28/02/2013 7.19A(1) 10.29 20 27. Six months ago, Listco conducted a | Yes. This is because the proposed rights issue
(03/07/2018) rights issue of one rights share forevery f[woul d i ncr ease Liesdpitalohy
existing share ( t | more than 50% when aggregated with the Previous
|l ssueod) . It now p|Rightslissue.
issue of one rights share for every two | Note: Rule references updated in July 2018
existing shares.
Listco had obtained independent
sharehold er s6 approval
Rights Issue according to Rules
7.19A(1) and 7.27A. Does it need to
seek independent
approval for the proposed rights issue?
04/05/2018 7.27B 10.44A N/A 024- Company A has 100 shares in issue, | (a) Please see Attachment 2.
(03/07/2018) 2018 trading at HK$1.0 for the past five

trading days. It proposes to issue 50 new
shares at HK$0.75 through a rights

(b) Where the offer price is at a premium over the
market price, the theoretical dilution effect as
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issue (i.e. a 1-for-2 rights issue issued at computed under Rule 7.27B would produce a
a 25% discount to market price). positive figure, i.e. there is no value dilution to
non-participating shareholders.
(@) What is the theoretical dilution
effect of this rights issue?
(b) If Company A decides to issue
the offer shares at a premium
over the market price, what is the
theoretical dilution effect of this
rights issue?
04/05/2018 7.27B 10.44A N/A 025- Company B proposes a placing of | The theoretical dilution effect of the placing of
2018 convertible bonds (or warrants) under | convertible bonds (or warrants) should be
specific mandate. computed on an as-converted basis, i.e. applying
the initial conversion price (or the sum of the initial
How should Company B compute the | placing price and the exercise price) and the
theoretical dilution effect of the proposed | corresponding number of conversion shares (or
placing? subscription shares) for the computation.
04/05/2018 7.27B 10.44A N/A 026- Company C conducted an open offer | (a) Yes. All open offers are subject to the
(03/07/2018) 2018 under the authority of an existing | aggregation requirements under Rule 7.27B. This

general mandate 6 months ago. It
further proposes to conduct a specific
mandate placing with theoretical dilution
effect of 24%.

(a) Is Company C required to
aggregate the previous open
offer and the proposed specific
mandate placing?

is notwithstanding the authority upon which the
offer shares are issued.

(b) Please see Attachment 2.

The cumulative value dilution can be calculated by
the following formula:
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o F L F I ~E Fu 4
(b) ?:%v should Company ' C _” I F F E R
pute the cumulative
theoretical dilution effect? Sh = Number of issued shares immediately before the
1st offer or placing
C1 = Number of shares to be issued in the 1st offer or
placing
C2 = Number of shares to be issued in the 2nd offer or
placing
Cn = Number of shares to be issued in the nth offer or
placing
Y1 = Price discount of the 1st offer or placing
Y2 = Price discount of the 2nd offer or placing
Yn = Price discount of the nth offer or placing
04/05/2018 7.27B 10.44A N/A 027- Company D conducted a rights issue | Company D should use the actual number of
2018 that is not underwritten and the rights | shares issued under the previous rights issue for
issue was undersubscribed. the purpose of computing cumulative dilution
effect.
For the purpose of computing
cumulative dilution effect for the next
capital raising by Company D, should it
use the maximum number of shares
issuable or the actual number of shares
issued under the previous rights issue?
21/02/2014 7.28, 8.11, | 10.45, 26 7. Will there be any change in whatis |[Yes. When the New CO bgq
(01/01/2022) | 8.13, 10.06 | 11.25, meant in the Rulesby af ul Iy pgpai do wi ||l mean that t
(D @)(); 11.27, Aipartly pai do s h & r| shares are issued has paid the full consideration
App 1A | 13.07(1); incorporated issuers after the New CO | which was agreed to be paid for those shares, i.e.,
(paras App 1A becomes effective? the issue price (and not that the shareholder has
15(2)(d), (paras paid the full nominal value of those shares, as is
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23(1) and | 23(1) and the case under the existing Companies
26); App 1B | 26); App Ordinance) . AnPartly pa
(paras 22(1) | 1B (paras issue price has not been paid.
and 24); App | 22(1) and
1C(para34); | 24); App
App 1E | 1C (para
(paras 23(1), | 34); App
26 2A  (para
and49(2)(d)) | 4(3)); App
i App 1F | 5 Forms
(paras 18(1)
and 20); App | (Updated
2A (para | in
4(3)); App 5 | January
Forms 2022)
(Updatad in
January
2022)
09/05/2008 8.01, N/A 6 B2. What are the listing requirements for | The listing requirements for HDR issuers are
19B.01 HDR issuers? How do they compare | essentially the same as for issuers of shares, ie

with the requirements for issuers of
ordinary shares?

Chapter 8 of the Listing Rules applies to issuers of
HDRs as well as to issuers of shares.

HDR issuers have to comply with certain additional
requirements set out in the new Chapter 19B of the
Listing Rules. These additional requirements
concern the contents of the deposit agreement and
other DR-specific matters.
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30/09/2019 8.08, 13.32 11.23(7) N/A 068- In the case of an H-share issuer whose | No. In this case, only listed H-shares held by
2019 domestic shares are quoted on NEEQ, | members of the public are counted towards the
will the Exchange count any domestic |[i ssuer 0s public float u
shares held by public shareholders as
part of t he i s s u e Forthe avoidance of doubt, when calculating the
Rules 8.08 and 13.327 percentage of public float, the total number of
issued shares of the issuer (i.e. denominator)
refers to all classes of shares in issue including H
shares and domestic shares.
30/03/2004 8.08(1)(b) 11.23(7) 1 20. Pl ease clari fy wh gltrefersto all classes of shares in issue including
(30/09/2009) issued share capital refers to for the | shares listed on the Exchange and other regulated
purpose of calculating public float under | exchanges and other unlisted shares.regulated
Rule 8.08(1)(b)? exchanges and other unlisted shares.
[Updated in February 2020]
28/11/2008 8.08(2), 11.23(3)(b)( | 8 15 If a listed issuer has high shareholding | A listed issuer is considered to have high
(February 8.08(3) ii), concentration, its bonus issue of a new | shareholding concentration if it has published
2020) 11.23(8) class of securities involving options, | relevant announcements pursuant to Main Board

warrants or similar rights to subscribe or
purchase shares will be subject to the
minimum spread of securities holders
requirement.. How does the Exchange
determine whether the issuer has a high
shareholding concentration for this
purpose?

Rule 13.34(a) (GEM Rule 17.36) or SFC has
published relevant press releases on the issuer,
during the five year period immediately preceding
the date of t he i ssuer
proposed bonus issue.

[Updated in February 2020]
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24/08/2018 8A.04 N/A N/A 030- What information is required for an | To est abl i sh whether ai
(01/01/2022) 2018 applicant to demonstrate it is innovative | for the purpose of Chapter 8A, the Exchange will

under Guidance Letter HKEX-GL93-18!
( A GEL1983¢or as the case may be,
Guidance Letter HKEX-GL94-18 2
( @L94-180 )and suitable to list with a
WVR structure? (Updated in January
2022)

take into consideration the characteristics set out
in paragraph 4.2 of GL93-18 (or as the case may
be, paragraph 3.2 of GL94-18). An innovative
company would normally be expected to possess
more than one of the characteristics set out in
paragraph 4.2 of GL93-18 (or as the case may be,
paragraph 3.2 of GL94-18).

In relation to the characteristic in paragraph 4.2(a)
of GL93-18 (or as the case may be, paragraph
3.2(a) of GL94-18), an applicant should elaborate
on how its operations differ from conventional
methods of operating a business in its industry
which sets it apart from peers. Ifthe app | i ¢
peers are employing similar technology/business
model, the Exchange will take into account
whet her the applicant
industry by reference to the timeline of the
implementation of its technology, innovation and/or
business model compared to its closest peers.

Vi

GL93-18 provides guidance to an applicant on some of the factors that the Exchange will take into account when considering whether an applicant is suitable for
listing with a WVR structure that is required to comply with the safeguards of Chapter 8A. For the avoidance of doubt, GL93-18 applies to Non-Grandfathered
Greater China Issuers with a WVR structure applying for a secondary listing under Chapter 19C (or a dual primary listing under Chapter 19) because they are

required to comply with the WVR safeguards of Chapter 8A.

For Grandfathered Greater China Issuers or Non-Greater China Issuers with a WVR structure applying for a dual primary listing under Chapter 19 or a secondary
listing under Chapter 19C, they shall refer to GL94-18 for guidance on some the factors that the Exchange will take into account when considering whether it is

suitable for listing.
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In relation to the characteristic in paragraph 4.2(b)
of GL93-18 (or as the case may be, paragraph
3.2(b) of GL94-18), the applicant should, in
addition to providing the amount of its research and
development (R&D) expenses during the track
record period (both as a figure and as a percentage
of revenue/total expenses), also explain how the
R&D contributes value to the applicant. In this
connection, the Exchange will examine whether
the R&D expenses are capitalised as intangible
assets in the accounts of the applicant as an
indicator of the value generated through the R&D
activities. Where a significant portion of the R&D
expenses are not capitalised, the applicant should
provide the reasons for this.

In relation to the characteristic in paragraph 4.2(c)
of GL93-18 (or as the case may be, paragraph
3.2(c) of GL94-18), providing a list of patents and
trademarks alone is not sufficient to demonstrate
this characteristic. The applicant should provide
detailed explanation on how its intellectual
properties enabled it to achieve business success.
In providing this information, the applicant should
avoid jargons, use plain language and provide
graphical illustrations  where  this  aids
understanding.

Where appropriate, the relevant details and
explanations should be included in the prospectus.

(Updated in January 2022)
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24/08/2018

8A.11

N/A

N/A

031-
2018

What information is required for a WVR
beneficiary demonstrate that they have
been materially responsible for the
growthofan applicant 6s

Paragraph 4.4 of GL93-18 requires the applicant to
demonstrate that each WVR beneficiary has been
materially responsible for the growth of the
business. It is therefore not sufficient for the
applicant to simply state the identity of the
proposed WVR beneficiary and that the WVR
beneficiaries would be directors of the applicant.
The applicant should clearly disclose the role of
each proposed WVR beneficiary in the applicant
and how the knowledge and skills of each
proposed WVR beneficiary contributed to the
business growth of the applicant.

24/08/2018
(01/01/2022)

8A.11,
8A.17,
8A.18,
8A.19

N/A

N/A

032-
2018

Whether the Exchange will accept a
corporate WVR holder?

Following a public consultation on Corporate WVR
Beneficiaries, the Exchange concluded that it
would treat Greater China Issuers that were (a)
controlled by corporate WVR beneficiaries (as at
30 October 2020) and (b) primary listed on a
Qualifying Exchange (on or before 30 October
2020) in the same manner as Grandfathered
Greater China Issuers. Grandfathered Greater
China Issuers applying for a dual primary listing
under Chapter 19 or a secondary listing under
Chapter 19C may retain their existing corporate
WVR structure by virtue of the special concession.
For details, please refer to HKEX-GL94-18.

Save for the above, the Exchange will not accept
other applicants with a corporate WVR structure.

(Updated in January 2022)
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24/08/2018

8.08(1),
8.24,
18A.07

N/A

N/A

040-
2018

How is the market capitalization of
shares held in the hands of the public
ascertained for a biotech company?

A biotech company listing under Chapter 18A must
meet both Rule 8.08(1) and 18A.07. For the
purpose of Rule 18A.07, the applicant must ensure
that it has at least HK$375 million of public float at
the time of listing, which must exclude
subscriptions by existing shareholders at IPO and
subscriptions through cornerstone investments.

26/07/2013

Chapter 9

Chapter 12

24

Wh a't i s the Exchan

IPO enquires?

The Exchange will only consider pre-IPO enquires
which are novel and specific.

Sponsors cannot shift their responsibility to ensure
that an Application Proof is substantially complete
to the Exchange or the Commission by abusing the
pre-IPO enquiry process. The pre-IPO enquiry
process should not be taken as a means to get a
listing document vetted before an application is
submitted.

Any such enquiries will not be considered.
Sponsors and advisors are advised to follow the
guidance in the relevant Listing Decisions and
Guidance Letters issued by the Exchange from
time to time. Pre-IPO enquires on a no-name basis
will also not be considered.

26/07/2013

Chapter 9

Chapter 12

24

How long does it take for a listing
application to be presented to the Listing
Committee/ GEM Listing Approval
Group for consideration?

The timeframe may vary depending on, among
other things, the quality of the Application Proof
and the time required for the sponsor to respond to
the regulatorsd comment
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The quality of the spo
number of application being processed by the
regulators at the relevant time.

In the case of an applicant which is a mineral
company under Chapter 18 of the Listing Rules/
Chapter 18A of the GEM Listing Rules, in addition
to the factors stated above, the timeframe will also
depend on the quality of the Compe t e n't P
Report. The independent consultants on the panel
to assist the Exchange in the review of the
Competent Personods Rep
endeavour to meet the timeline set forth by the
Exchange. But there may be cases where some
delay may occur (e.g. due to the quality of the
Competent Personds Repo

03/09/2013

Chapter 9,
Guidance
Letter HKEX-
GL56-13

Chapter 12,

Guidance
Letter
HKEX-
GL56-13

24

15

Whet her the amount
required to be disclosed in a listing
document?

The total amount of sponsor fees paid and payable
should be disclosed in the listing document
according t o t he Comn
Conclusions on the regulation of IPO sponsors.
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09/05/2008 9.03 N/A 6 B7. How long would it take to effect a HDR | The procedures for applications for listing are set
(03/09/2013) listing in Hong Kong? out in Chapter 9 of the Listing Rules. The Listing
Rules apply as much to HDR issuers as they do to
issuers of shares. Consequently, the time taken to
effect a listing of HDRs should be similar to that
taken to effect a listing of shares.
Any specific questions such as those concerning
t he i ssuer 6s pl ace of
waivers may be dealt with by way of a preliminary
hearing prior to filing of a Form Al.
06/06/2006 9.03(1)(b), 12.14(4), 2 4, A new applicant intends to effect| (i) The new applicant may refer to the relevant
(04/08/2022) | Appendix 5 | Appendix 5 electronic transfe information set out in Guidance Letter
(Form Al and | (Paragraph designated bank account for payment of HKEX-GL55-13 (under item 5 of Attachment
Form A2) 19 of Form the initial listing fee. 1) or Guidance Letter HKEX-GL79-14 (under
A, item 5 of Attachment 1) (as the case may
Earag]jcra't:ph (i) Where can it obtain information be) for effecting electronic transfer to the
85 0 2:1'3 for effecting such electronic Exchang e Q_ s _d esignat €
paragraph transfer? payment of the initial listing fee. (Updated
12 of Form ) in August 2022)
C) (i) In the event that the Exchange

returns the listing application
before it issues its first comment
letter to the sponsor, does the
new applicant need to
separately apply for a refund of
the amount electronically
transferred?

(i)  No, in the situation described, the new
applicant needs not separately apply for a
refund of the initial listing fee. In its letter to
the sponsor setting out its decision to return
the listing application, the Exchange will
notify the sponsor that the initial listing fee
previously transferred to its designated bank
account will be refunded and, where
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applicable, require the sponsor to provide
the information required for effecting the
refund.
26/07/2013 9.03(3) 12.09(3) 24 13 For Returned Applications, when will the | The eight weeks moratorium starts from the date of
eight weeks moratorium start? the return letter.
26/07/2013 9.03(3), 12.09(1), 24 2 Wh a't ar e otherh erelevarit | They are documents referred in items 3 to 7 of
(13/07/2018) | 9.11(1), 12.22(1), documentso / Aot her doc (Attachment and items 3 to 14 of Attachment Il in
Guidance Guidance to in the Listing Rules that should be | Guidance Letter HKEX-GL55-13, where
Letter HKEX- | Letter submitted and included in the CD 7 | applicable.
GL55-13 HKEX- ROMs at the same time of filing a listing
GL55-13 application?
22/04/2022 9.11(238.), 12.23AA, 077- 11. Under the New Code Provisions- Total discretionary fees to Syndicate CMils:
(04/08/2022) | 9.11(37), 12.26(7), | 2022 related Rule Amendments, the fixed | At the time of engagement of the first syndicate
paragraph paragraph fees payable to syndicate CMIs shall | cmI, an issuer should consider the total amount
10A of Form | 10Aof - be determined at the time of their | of discretionary fees that it might, at its discretion,
g in Appendix ,ii))i)rgnlfjiIQS respective appointments by the issuer. | pay to syndicate CMIs, for the purpose of arriving

What is the position on discretionary
fees payable to syndicate CMIs? When
is the latest time by which the total
discretionary fees which may be paid to

at the Total Fees to be paid to syndicate CMIs in
the determination of the fixed fee percentage of
each syndicate CMI to be specified in its written
engagement. See also FAQ No. 10 of FAQ No.
077-2022.
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syndicate CMIs and the allocation of
discretionary fees to each syndicate
CMI (including an overall coordinator),
if any, must be determined by the
issuer?

Allocation of discretionary fees to each
syndicate CMI:

A new applicant is required to have determined
the allocation of discretionary fees to each
syndicate CMI__ (including each overall
coordinator) by t he ti me it
Declaration (Form F in Appendix 5 (Form E in
Appendix 5 to GEM Rules)), that is after the issue
of the listing document but in any event before the
grant of the final listing approval. Specifically, the
| ssuer 6s Decl aration i
among other things, the following has been
determined and communicated in writing to each
syndicate CMI at the time of the declaration:

0] the allocation of discretionary fees, that is,
the absolute amount to be paid, to each
syndicate CMI (Note 1); and

(ii) the time schedule for the payment (Note 1)
of the Total Fees (see Note 1 to FAQ No.
10 of FAQ No. 077-2022) payable to each
syndicate CMI has been determined (Note
2).

For the avoidance of doubt, information on the
discretionary fee which may be payable to each
overall coordinator / other syndicate CMI is not
required to be submitted at least 4 clear business
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days before the expected hearing date under Rule
9.11(23a) (GEM Rule 12.23AA). See also FAQ
10G of FAQ No. 077-2022.

Notes:

1. The issuer may not make payment of any
portion of the Total Fees subject to a
condition to be satisfied following listing. The
exception to this is fees in relation to the New
Listing of a SPAC if, in accordance with a
common market practice, the syndicate
members are to be paid a portion of their fees
at the time of the New Listing of the SPAC,
and the remaining portion is to be paid on a
deferred basis only following successful de-
SPAC. For the avoidance of doubt, the New
Code Provisions-related Rule Amendments
are not applicable to the fees that are payable
to a SPAC promoter for its services in relation
to the New Listing of the SPAC or the de-
SPAC transaction provided that the services
do not fall within the scope of activities
described in paragraph 21.1.1 of the New
Code Provisions.

2. For the avoidance of doubt, if the new
applicant has decided at the time of the
engagement of a capital market intermediary
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that its fee arrangement should include a
discretionary fee, the capital market
intermediaryos writte
to specify the timing of payment of such
discretionary fee wunder Rule 3A.34(3)/
3A.36(3) (GEM Rule 6A.41(3)/ 6A.43(3)).
(Updated in August 2022)
22/04/2022 Paragraph 3B | Paragraph 077- 11A. Is the Application Proof submitted at the As the Application Proof submitted for vetting
(04/08/2022) | of Part A of | 3B of Part A | 2022 time of the filing of the listing application | purposes should be substantially complete
Appendix 1, | of Appendix required to fulfill the disclosure | (except for offer-related information and
paragraph 3B | 1 requirements under paragraph 3B of | information that by its nature can only be finalised
of Part E of Appendix 1A/1E to the Rules (paragraph | and incorporated at a later date under Rule
Appendix 1 3B of Appendix 1A to the GEM Rules) | 9.03(3) (GEM Rule 12.09(1)) (see Note 8 to

(i.e. (1) the aggregate of the fees paid or
payable to all syndicate members (as a
percentage of the gross amount of funds
proposed to be raised) and (2) the ratio
of fixed and discretionary fees paid or
payable to all syndicate members)?

HKEX-GL56-13), it shall include information
required to be disclosed under paragraph 3B of
Appendix 1A/1E to the Rules (paragraph 3B of
Appendix 1A to the GEM Rules) in cases where
the relevant fees have already been
determined. However, such information must be
redacted from the publication version of the
Application Proof given the fees are expressed as
a percentage of the gross offer proceeds.

If any information required to be disclosed in the
prospectus under paragraph 3B of Appendix 1A/1E
to the Rules (paragraph 3B of Appendix 1A to the
GEM Rules) is calculated and/or presented on the
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basis that the discretionary fees (if any) will be fully
paid, such basis should also be clearly disclosed.
(Added in August 2022)
22/04/2022 9.11(23a) 12.23AA 077- 23. In the event that a Pre-existing Listing | In the scenario described, the required information
(04/08/2022) 2022 Application which has passed the | should be submitted when the listing application is
hearing is refiled after the Effective Date | re-filed.
and assuming that a new hearing is not
required, at what point in time should the | However, if such information had been submitted
information  required under Rule | in the previous application and there is no material
9.11(23a) (GEM Rule 12.23AA) be | change to the information previously submitted, it
submitted to the Exchange? would not be required to be re-submitted during the
re-filing of the listing application.
(Added in August 2022)
18/06/2021 9.11(33)(b) 12.25(2) N/A 075- Is there any change to the requirement | Issuers are required to submit two printed copies
2021 that issuers must submit printed copies | of a prospectus, duly signed by every director or
of prospectuses to the Exchange? proposed director of the issuer (or by his agent), to
the Exchange on the intended date of authorisation
of the prospectus in accordance with the
Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Cap. 32) ( G{WUMP)O0.)
We currently do not propose any change to this
requirement as it is for prospectus registration
purpose under C(WUMP)O.
08/05/2015 9.11(38), 12.26(9), 1 20A A director of a listing applicant is subject | The director and the sponsor should assess
(February Appendix to an investigation, hearing, proceeding | whether the relevant investigation, hearing,
2020) 1A proceeding or judicial proceeding relates to the
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Appendix 1A | Paragraph or judicial proceeding inrespectofwhich |di r ect or 6s competence 0
Paragraph 41(1), disclosure is prohibited by law. consent from the relevant regulator or authority to
41(2), Appendix 6 disclose relevant details of the investigation,
Appendix 5| Form A/ B/C How does the director ensure that the | hearing, proceeding or judicial proceeding to the
Form  B/H/I | Paragraph 2 listing document complies with the | Exchange for assessment of his suitability under
Paragraph 2 requirement in Appendix 1A Paragraph | the Listing Rules.
41(1) regarding di
information which shareholders should
be aware pertaining to the competence | If the director is unable to obtain the relevant
or integrity of su/{consent orthe Exchange determines (following
confidential disclosure by the director) that the
investigation, hearing, proceeding or judicial
proceeding gives rise to material concerns
regarding his competence or integrity, the listing
document will not be able to comply with Appendix
1A Paragraph 41(1).
Applicants may submit pre-IPO enquiries to the
Exchange to seek informal and confidential
guidance on such issues.
[Updated in February 2020]
02/05/2008 Chapter 9A | 9.24 5 14. Does the new streamlined transfer | Although the de-listing/re-listing regime will not be
general process replace the previous de- | formally abolished, the Exchange will encourage
listing/re-listing regime? issuers to use the new streamlined regime. As
there will be substantial savings in time and cost,
instances of using the previous mode of transfer
are expected to be rare.
02/05/2008 Chapter 9A | N/A 5 15. Can a GEM transfer applicant choose/ | Yes, all GEM transfer applicants must change its
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general buy its new Main Board stock code? stock code when it transfers to the Main Board, and
they can choose/ buy their preferred stock code
under the process same as that applicable to new
Main Board IPO applicants. [Updated in February
2020]
02/05/2008 9A.02 9.24 5 16. I s sharehol der s6 a No.However, it may be required under the transfer
transfer of listing under the Listing|lappl i cant 6s constituti
Rules? applicable company law in the jurisdiction of
incorporation of the transfer applicant.
[Updated in February 2020]
02/05/2008 9A.02(1), 9.24 5 21. How should a transfer applicant | Market capitalisation should be calculated using
(February 8.09(2), demonstrate compliance with the | the share price on the date of listing on the Main
2020) paragraph minimum market capitalisation | Board.In practice, the Exchange will assess
7(1)(a) of requirement under Rule 8.09(2) or | whether the applicant will be able to meet the MB
Appendix 28 paragraph 7(1)(a) of Appendix 28 to | Mkt Cap Requirement based on the closing share

Mai n Boar d MBR MKt eGap
Requirementd ) ?

price on the trading day immediately before the first
day of the proposed transfer (i.e. Main Board
listing). The Exchange will also examine the
applicant 6s share
trading record period, and if the applicant had not
been able to meet the MB Mkt Cap Requirement
for a prolonged period of time, the Exchange will
closely monitor t he

movement and critically examine any unusual
increase, especially when close to the day of
transfer. The Exchange may not approve the
transfer application until the applicant and its
sponsor provide reasonable and satisfactory
explanation on the unusual share price movement.

pric

d
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Further, i f t he applic
trading volume had been volatile, the Exchange
will require the applicant to make relevant
prominent disclosure in the transfer
announcement/ listing document.

[Updated in February 2020]

02/05/2008

9A.02(2)

N/A

17.

Can a GEM issuer submit a transfer
application before it publishes the
annual report of the first full financial
year which commenced after the date of
its GEM listing, if such annual report will
be published before its intended date of
listing on the Main Board? Please
provide an example to illustrate when a
GEM issuer can submit its transfer
application.

No. A GEM issuer applying for transfer must have
published such annual report when it submits its
transfer application. For example, if a GEM issuer
has a December financial year end and is listed on
GEM in 2008, under Rule 9A.02(2), it could submit
a transfer application after the annual report for the
financial year 2009 has been published and
distributed to its shareholders, which is required to
be within the first three months of 2010 under GEM
Rule 18.03.

[Updated in February 2020]

02/05/2008
(  February
2020)

9A.02(3)

N/A

20.

What factors would the Exchange take
into consideration in assessing whether
a breach by a GEM transfer applicant is
serious?

The Exchange will normally have regard to the
following factors:

1 the nature and extent of the breach (for
example, whether it involves any prejudice or
risk of prejudice to investors such as failure to
obtain prior shareholder approval for
connected transactions, or failure to make
disclosure under Rule 13.09, and the duration
and frequency of the breach); and
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i whether there are evidences that the breach
involves fraud, deceit or dishonesty, is
deliberate or due to recklessness, or reveals
material or systemic weaknesses in the listed
companyo6s internal <co

1. Amendment made in light of the Rule changes
consequenti al on the st
continuing obligation to disclose inside information,
which became effective on 1 January 2013
[Updated in February 2020]
02/05/2008 9A.02(3) N/A 5 22. How can a GEM issuer ascertain it fulfills | The GEM issuer may request for a written
(February the requirement under Rule 9A.02(3) | confirmation from the Listing Department on
2020) before it submits a transfer application? | whether it can fulfil the requirement under Rule

9A.02(3).

The Listing Department will confirm whether the
GEM issuer has been the subject of any
disciplinary investigation by the Exchange in
relation to a serious breach or potential serious
breach of any GEM Listing Rules or Exchange
Listing Rules in the past 12 months from the date
of the confirmation letter. If additional information
that alters such confirmation comes to light within
two months of the letter, the Exchange will notify
the GEM issuer in writing.

[Updated in February 2020]
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02/05/2008 Paragraph 11 | 9.26 5 26. Will the Listing Department pre-vet the | The Listing Department will not pre-vet the

(February to  Appendix announcements as required by (i) GEM | announcement required under GEM Rule 9.26.

2020) 28 of MB Rule 9.26 and (ii) paragraph 11 to | announcement under paragraph 11 to Appendix 28

Rule Appendix 28 of Main Board Rules? of Main Board Rules must be submitted to the

Exchange together with the transfer application
and will be vetted and approved by the Exchange
before it can be published.
[Updated in February 2020]

02/05/2008 Paragraph 11 | 9.26 5 27. Will trading halt or suspension be | GEM transfer applicants are required to observe

(February to Appendix required pending the announcement/ | the trading halt or suspension policy and the

2020) 28 and 11.04 listing document or at any time during | general disclosure obligations under the GEM

the transfer process? Rules as long as they are still listed on the GEM.

A GEM transfer applicant must assess whether the
information relating to the transfer process would
require disclosure under GEM Rule 17.10, having
considered its particular circumstances. A trading
halt or suspension would be necessary in any of
the circumstances described in GEM Rules
17.11A(1) to (3) where an announcement cannot
be made.
[Updated in February 2020]

02/05/2008 9A.10-11 N/A 5 28. If a GEM issuer transfers the listing of its | Yes, any related GEM-listed warrants, options or

(February equity securities to the Main Board, | convertible instruments are expected to transfer to

2020) would the related GEM-listed warrants, | the Main Board simultaneously with the equity

options or convertible instruments be
transferred to Main Board?

securities, which is in line with the spirit of Main
Board Listing Rules 15.05 and 16.02.
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[Updated in February 2020]
02/05/2008 9A.11 N/A 5 29. If there is an issue of new shares at the | No. Parallel trading of securities of the same
(February time of or shortly before the transfer of | issuer on both boards is not allowed. There should
2020) listing, will there be any parallel trading | be a clear-cut date for cessation of trading on GEM
arrangements (i.e. with existing shares | and commencement of trading on the Main Board.
traded on GEM and newly issued shares | [Updated in February 2020]
traded on the Main Board)?
02/05/2008 9A.12(2) N/A 5 30. I f a GEM issuer o Db]|No, ifthere has not been any change of facts or
(February approvals for continuing connected |[ci rcumst ances since t h
2020) transactions which will take place within | approval was granted, a GEM issuer does not
a certain period, and transfers its listing |/ need t o refresh the sha
from GEM to Main Board during that | because of its transfer to the Main Board. The
period, would it be necessary for the |[ef f ect of the sharehol d
GEM i ssuer t o o b t| until its original expiry date. [Updated in February
approval again after the transfer to the | 2020]
Main Board?
28/11/2008 10.06(2)(b) 13.08 Note | 8 17. A listed issuer will send an Explanatory | Main Board Rules 10.05 and 10.06 (GEM Rules
2 Statement to its shareholders for | 13.03 to 13.14) set out the restrictions and

seeking their approval of a general
mandate for share repurchases at the
forthcoming annual general meeting.

Main Board Rule 10.06(1)(b) (Note 2 to
GEM Rule 13.08) requires the listed
issuer to confirm, among other things,
that neither the Explanatory Statement
issued under the Rule or the proposed
share repurchase

notification requirements on share repurchases by
listed issuers, including the specific disclosure
requirements for an Explanatory Statement. The
|l i sted issuero6s directo
the Explanatory Statement or the proposed share
repurchase has unusual features having regard to
the specific requirements under the Rules, the
|l i sted issuerds own cifr
share repurchase proposals which by virtue of their
very frequent occurrence can be regarded as
common or usual features of such proposals. The
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featur eso. Whatunugal | listed issuer should consult the Exchange in
featureso mean? advance if it is in any doubt as to whether or not
any matters are unusual.
02/05/2008 10.07, N/A 5 31. Will there be restrictions on disposal/ | No, unless such activities would lead to market
(February 10.08 issuance of shares or fund-raising | disruption or unfairness.
2020) activities for a GEM issuer during its
transfer application process? Issuers should note that the requirements under
Main Board Rules 10.07(1) and 10.08 are not
applicable to GEM transfer as provided under Rule
10.07(4) and 10.08(5).
[Updated in February 2020]
28/02/2013 10.07(2), 13.16A 20 28. If the controlling shareholder of a newly | Yes. Under Note 3 to Rule 10.07, the controlling
(15/02/2018) | Notes 2 and 3 | 13.18, listed issuer pledges his shares in the | shareholder must undertake to the issuer and the
to 10.07 13.19 issuer as security for a bank loan in the | Exchange that he would notify the issuer

manner described in Note 2 to the Rule,
can the bank dispose of the pledged
shares during the first 6 (GEM: 12)
months after listing of the issuer?

immediately upon receipt of any indications from
the bank about disposal of the pledged
shares. The issuer must publish an
announcement to disclose the matter as soon as
possible after it has been notified by the controlling
shareholder.
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26/11/2010 11.13 14.24 GL81- | 23. Is it necessary to revise the printed | If there is a change to the prospectus warranting

15 application forms for shares/ | the issue of an addendum or replacing e-
debentures/authorised CISs upon issue | prospectus, it is a question of law whether the
of an addendum or replacement e- | original printed application forms for the relevant
prospectus? securities accompanying the original prospectus
would continue to be valid.

In this connection, Offerors are advised to seek to

professional advice as to:

(@) the need to revise the original application
forms and/or;

(b) how to deal with completed application forms
submitted to the Offerors under the terms of
the prospectus. This may include
considerations of extending the offer period
and/or granting a right of withdraw to
applicants who have submitted in
applications based on the information in the
original prospectus; and

(c) the need for putting in place appropriate
arrangements to ensure that the issue and
marketing of securities is conducted in a fair
and orderly manner.

24/08/2018 12.01A N/A N/A 042- When can an applicant, including a | Please refer to Paragraph 18 of Practice Note 22
(01/01/2022) 2018 biotech company, be permitted to | and paragraph 10 of guidance letter HKEX-GL57-

confidentially file its application proof?

13 for conditions when a confidential filing may be
considered.
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Where the Exchange grants a waiver of Rule

12.01A, the applicant should note the following:

() where the listing application and related
documents (including the application proof)
submitted are not considered substantially
complete under Rule 9.03(3), it will be returned
and subject to the review procedures and
ultimate consequence of listing application
being delayed for not less than eight weeks;

(i) a draft application proof in Chinese is not
required to be publ i g
website; and

(iii) compliance with the requirement for the
issuance of post hearing information pack does
not change.

26/07/2013
13/07/2018

12.01A
12.01B

and

16.01A and
16.01B

24

The Application Proof is usually revised
several times during the vetting process.
is an applicant required to publish all
proofs of the listing document on the
Exchangeb6s website

No. An applicant is only required to publish three
versions of the listing document: (i) its Application
Proof, which is the draft listing document submitted
with a listing application form; (i) its PHIP; and (iii)
t he final listing d o csy
website.

[Updated in February 2020]

18/6/2021

12.11,
20.19A
25.19A

and

16.04C and
29.21A

N/A

075-
2021

Under the Paperless Listing and
Subscription Regime, what types of
listing documents should be published
solely in an electronic format?

Listing documents in respect of the following
should be published solely in an electronic format
under the Paperless Listing and Subscription
Regime:

- initial public offerings of equities, stapled
securities, depositary  receipts and
collective investment schemes;

- public offerings of debt securities;

- listings by introduction; and
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- transfers of listing from GEM to the Main
Board.

18/6/2021

12.11 and
20.19A

16.04C

N/A

075-
2021

Under the Paperless Listing and
Subscription Regime, what types of
subscriptions should be made through
electronic channels and what types of
subscriptions should continue to be
made in paper form?

Subscriptions in respect of the following should be
made through electronic channels under the
Paperless Listing and Subscription Regime:

- initial public offerings of equities, stapled
securities,  depositary  receipts and
collective investment schemes; and

- any other transactions which involve such
public offerings (e.g transfers of listing from
GEM to the Main Board)

The Listing Rule changes will not affect the existing
subscription channels for the following items, and
(where appropriate) paper application forms can
continue to be used:-

- Mixed Media Offers;

- preferential offerings (such as employee
offerings and assured entitlement offerings
to qualified shareholders);

- public offerings of debt securities; and

- investments in structured products listed
under Chapter 15A of the Main Board
Rules.

18/6/2021

12.11 and
20.19A

16.04C

N/A

075-
2021

In respect of public offerings of equity
and collective investment schemes, how
may investors subscribe for new
securities  electronically under the

For public offerings of equity and collective
investment schemes, investors may subscribe for
new securities through the following electronic
subscription channels:
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Paperless Listing and Subscripton|{ (i) el PO online platfor

Regime? registrar; or
(i) the EIPO service offered by the Central
Clearing and Settlement System (CCASS): either
by instructing brokers or custodians to give
electronic application instructions on their behalf or
by giving electronic application instructions to
Hong Kong Securities Clearing Company Limited
through CCASS.

18/6/2021 12.11, 16.04C and | N/A 075- What is the effective date of the Listing | The changes in the Listing Rules on the Paperless
20.19A and | 29.21A 2021 Rule changes on the Paperless Listing | Listing and Subscription Regime will take effect on
25.19A and Subscription Regime? Do the |5 July 2021. The changes apply to listing

changes only apply to |listing | documents published on or after 5 July 2021,

applications submitted on or after the | regardless of the date of submission of the relevant

effective date of 5 July 20217 listing applications. Accordingly, listing
applications with listing documents expected to be
published on or after that date will be affected and
their listing documents should be made available
solely in electronic format.

18/6/2021 12.11, 16.04C and | N/A 075- Is there any transitional period for the | There is no transitional period for the relevant
20.19A and | 29.21A 2021 Listing Rule changes on the Paperless | changes of the Listing Rules. However, those
25.19A Listing and Subscription Regime? changes do not apply to Mixed Media Offers.

18/6/2021 12.11, 16.04C and | N/A 075- Where and for how long should | Issuers should publish electronic listing documents
20.19A and | 29.21A 2021 electronic  listing documents  be | on both the HKEX website (through EPS) and the
25.19A published? i S s uen Websitoamd on a continuous basis.

There is no time limit on the length of time listing
documents should remain online.
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26/11/2010
(08/07/2015)

12.11A

16.04D

GL81-
15

What is a Mixed Media Offer or MMO?

Mixed Media Offer or MMO is an offer process
where an issuer or a collective investment scheme
(CIS) issuer distributes paper application forms for
public offers of certain securities* so long as the
prospectus is available on the HKEX website or the
i ssuer/ ClI'S issuerodos web

The Class Exemption Notice sets out the
conditions an offeror must comply with in a Mixed
Media Offer. The SFC will impose similar
conditions on CIS issuers who intend to conduct a
Mixed Media Offer with regards to interests in SFC-
authorised CISs that are / or will be listed on the
Exchange.

*ASecuritieso refer to
company and SFC-authorised CISs.

Noted: Updated in July 2015

26/11/2010

12.11A

16.04D

GL81-
15

Who may conduct an MMO?

Any offeror intending to conduct a public offer of:

(a) shares of a company (including an investment
company under Chapter 21 of the Main
Board Rules) listed or to be listed on the
Exchange;

(b) debentures of a company listed or to be listed
on the Exchange; and
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(c) interests in CISs listed or to be listed on the
Exchange and authorised by the SFC under
section 104 of the Securities and Futures
Ordinance (SFO).

26/11/2010

12.11A

16.04D

HKEX-
GL81-
15

What existing practice does the MMO
aim to change?

The market has developed a practice of printing
large quantities of printed prospectuses copies for
distribution at points where printed application
forms are distributed, even though e-prospectuses
are available online. Many of these copies are not
taken up and end up as trash.

Under an MMO option, an offeror who complies
with the conditions of the Class Exemption Notice
(see section B of HKEX-GL81-15 Appendix 5),
or obtains a waiver from the SFC, may distribute
printed application forms even though each
application form is not accompanied by a printed
prospectus.

26/11/2010
(08/07/2015)

12.11A

16.04D

HKEX-
GL81-
15

How to ensure investors who have no
access to the internet can access the
prospectus before they apply for
subscription under an MMO?

FAQ No. 7 under HKEX-GL81-15 sets out where
investors can get a copy of the printed prospectus.

Investors will continue to obtain a free copy of the
printed prospectus from specified locations (e.g. at
designated branches of receiving banks or the
principal place of business of the sponsors) upon
request. Also, at least three copies of the printed
prospectus will be available for inspection at every
location where the paper application forms are
distributed.
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Noted: Updated in July 2015
26/11/2010 12.11A 16.04D HKEX- | 5. What is the difference between MMO | Both the MMO and ePO Guidelines aim to facilitate
GL81- and ePO? wider use and acceptance of electronic listing
15 documents. The MMO proposal aims to facilitate

distribution of electronic listing documents whilst
applications continue to be accepted in paper form.
The ePO Guidelines published by the SFC in April
2003 aim to facilitate electronic submission of
applications during a public offer but do not deal
with whether the prospectus is otherwise required
to be distributed in printed or electronic form.

Under the ePO Guidelines, the internet (or other
electronic means) is used to display or provide
access to prospectuses, application forms and/or
to collect applications or application instructions
from the public (applicants) during an initial public
offering or a follow-on public offering.

The MMO involves allowing a printed application
form for the relevant securities to be issued without
being accompanied by printed prospectus if certain
conditions are met.

MMO and ePO complement each other and are not
mutually exclusive.
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26/11/2010 12.11A 16.04D HKEX- | 6. (@) How and when an investor may | (a) Any member of the public may, during the offer
(08/07/2015) GL81- request a printed prospectus? period during normal business hours, obtain a
15 printed prospectus, free of charge, at any
(b) How quickly will a printed location specified in the announcements
prospectus be made available to an notifying the public of the adoption of an MMO.
investor upon request?
(b) A printed prospectus must be made available
(c) What is the quality of such printed to a member of the public upon request within
prospectus? four business hours.
(c) The printed prospectus that is provided may be
a stapled copy from a photocopy machine
which is in black and white, grey-scale or
colour. Where it is a black and white or grey-
scale prospectus, the sponsor must be
satisfied that it provides equivalent information
to investors as a colour prospectus.
Note: Updated in July 2015
26/11/2010 12.11A 16.04D HKEX- | 7. Can investors still get a copy of paper | Yes, investors can get a copy of printed prospectus
(08/07/2015) GL81- prospectus? free of charge upon request. Copies will be
15 available at:

(a) the depository counter of Hong Kong
Securities Clearing Company Limited:;

(b)) the offices of the co
registrar, sponsor or co-ordinator offices; and
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(c) certain designated branches of the receiving
or placing banks. Further, at least three
printed prospectuses
i nspectiono at every
application forms are available.

These locations will be stated in the prospectus
and announcements to inform the market of the
proposed Mixed Media Offer as well as application
forms.

We expect issuers and their sponsors/listing
agents to assess the possible demand for printed
prospectuses, including locations at which they are
most frequently and likely to be collected.
Companies should put in place appropriate
procedures to enable them to gauge demand, for
instance, a pre-order or booking system where
investors can register their request for a copy of the
printed prospectus.

Consistent with existing practice, it is the
responsi bility of t he c
comply with the Exchange Listing Rules and the
CFA Code of Conduct by ensuring that there are
sufficient copies of prospectuses available to the
public to satisfy public demand.

Note: Updated in July 2015
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26/11/2010 12.11A 16.04D HKEX- | 8. Where can the investors find out about | T h e application form
(08/07/2015) GL81- the website addresses where they can | announcement (made during the five-business day
15 get access to a copy of electronic | period before the start of the offer period) will set
prospectus? out details of where investors can access the
electronic prospectus on the HKEX website and
another website (usually its own website).
Noted: Updated in July 2015
26/11/2010 12.11A 16.04D HKEX- | 9. Can investors rely on information on the | No, investors should ensure they only rely on
GL81- companyads (i s s uer ¢information contained in the prospectus.
15 deciding whether to invest in the
companyods shares? The i ssuer 6s congaib dnfotmation I
outside prospectus. However, we would expect
companies to clearly delineate between
prospectus information and non-prospectus
information. Web pages containing the electronic
prospectus must not contain any promotional
information about the issuer and the offer.
26/11/2010 12.11A 16.04D HKEX- | 10. Is the printed prospectus identical to the | Yes, the electronic prospectus must be identical to
(08/07/2015) GL81- electronic prospectus? the printed prospectus other than colour (see FAQ
15 No. 6(c) under HKEX-GL81-15 on production on

black and white, grey-scale or colour copies). It
should not be password protected and should be
reasonably tamper-resistant.

Note: Updated in July 2015
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26/11/2010 12.11A 16.04D HKEX- | 11. Why does the MMO not provide for a | | t i s t he of feror ds f
GL81- mechanism by which a request for | appropriate advice from its sponsor/listing agent)
15 obtaining printed prospectuses should | to assess the possible demand for printed

be made?

prospectuses, including locations at which they are
most frequently and likely to be collected.

It is up to the offerors and their sponsors how or
what procedures/mechanism they wish to
implement to best determine the likely demand for
their printed prospectuses.

Please see responses to FAQ No. 7 under HKEX-
GL81-15.

We do not consider it appropriate for the regulators
to impose any requirements on how an investor
must make a request for a printed prospectus, say
by setting requirements for the time and mode for
making such request, will only increase the barrier
for obtaining a printed prospectus. This may not
work to the benefit of prospective investors.

Accordingly, the MMO envisages that an investor
who wishes to get a printed prospectus is only
required to go to the specified locations, e.g.
designated branches of receiving banks, for a
printed prospectus.
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26/11/2010 12.11A 16.04D HKEX- | 13. If the electronic prospectus is not | The offeror need not suspend the Mixed Media

(08/07/2015) GL81- available on t he i]Offerifthe electronic prospectus is only available
15 still avail able onjlon the HKEX website but

the MMO be suspended?

It need only suspend the Mixed Media Offer if the
prospectus is not available on both the HKEX
websiteandt he i ssuer 6s webs
hours or more.

If during the offer period, the electronic prospectus
i s not avail able on the
need not suspend the Mixed Media Offer if,

@) the electronic prospectus is available on
the HKEX website between 6:00 am to
12:00 midnight from Monday to Friday,
except public holidays; and

(b) if the prospectus is also not available on the
HKEX website, the period of the electronic
prospectus being unavailable on both the
websites is less than 4 hours.
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In the event the electronic prospectus is not
available on both the
websites for 4 consecutive hours or more between
the hours of 6 am to 12 midnight Mondays to
Fridays (except public holidays), the offeror can
continue the offer process provided that it can
comply with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap. 32)
(CO) requirement that when an offeror issues a
printed application form, it must issue the
application form with a printed prospectus.

Note: Updated in July 2015

26/11/2010
(08/07/2015

12.11A

16.04D

HKEX-
GL81-
15

14.

How should the offeror deal with the
suspension of Mixed Media Offer during
the offer period?

When an offeror need to suspend a Mixed Media
Offer during the offer period, it must publish a
suspension announcement on the HKEX website
as soon as possible. The offeror is encouraged to
consult the SEHK and/or the SFC as soon as
possible on how best to conduct the remaining
offer process. The offer can only carry on if it can
comply with the CO requirement that when an
offeror issue a printed application form, it must
issue the application form with a printed
prospectus.

Note: Updated in July 2015
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26/11/2010 12.11A 16.04D HKEX- | 15. Where are the conditions set out in the | The class exemption is effected by Section 9A of
(08/07/2015) GL81- Class Exemption Notice? the Companies (Exemption of Companies and
15 Prospectuses from Compliance with Provisions)
Notice (Cap.32L) (Class Exemption Notice)
which came into effect on 1 February 2011. A copy
of the Class Exemption Notice is set out in
Appendix B to the Conclusions Paper.
Note: Updated in July 2015
26/11/2010 12.11A 16.04D HKEX- | 16. Does an offeror need to apply to the SFC | No but a CWUMPO offeror must comply with the
GL81- or the Exchange to conduct an MMO? conditions in the Class Exemption Notice.
15
A CIS offeror may inform the SFC of its intent to
conduct an MMO and conduct the MMO by
complying with similar conditions imposed by the
SFC in its letter of authorisation.
26/11/2010 12.11A 16.04D HKEX- | 17. Can t he i ssuerds |[An issuerb6s website may,
GL81- information other than prospectus | than prospectus information, including promotional
15 information? information about the issuer or the public offer. The

i ssuer o6s website shoul
website what information on its website is
contained in the prospectus and what is not.

Please refer to the responses to FAQ No. 9 under
HKEX-GL81-15.
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26/11/2010 12.11A 16.04D HKEX- | 18. How is the notice requirement satisfied | The notice should be given just before access to
GL81- when the e-prospectus is accessed from | the prospectus is granted. For instance, a plain
15 the company ebsit¢?i ss|{cl ear fApop upod notice o
i ssuerb6s website statin
are offered solely on the information in the e-
prospectus accessible by a click on the webpage
satisfies this requirement.
There are other ways to display the notice. In case
of doubt, early consultation with the SFC or the
Exchange is recommended.
26/11/2010 12.11A 16.04D HKEX- | 19. How many printed prospectus copies | The SFC and the Exchange do not set any the
(08/07/2015) GL81- must be made available to the public to | minimum number of copies of printed prospectus
15 satisfy the public demand requirement? | that must be made available to satisfy public

demand.

The CWUMPO and CIS offerors and their
sponsors or listing agent should make a best
estimate of the demand for printed form prospectus
based on the facts and circumstances of the case.

As a best practice recommendation, issuers and
sponsors can consider stating in the notification
announcement (made during the five-business day
period before the start of the offer period) of an
MMO details about how a member of the public
may pre-register with the sponsor to obtain a
printed prospectus during the offer period (e.g. by
way of a hotline service) and where a copy may be
obtained.
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Note: Updated in July 2015
26/11/2010 12.11A(1), 16.04D, HKEX- |21 Must announcements relating to the | No.
25.19B(1) 29.21B GL81- implementation and/or suspension of an
15 MMO be vetted by the Exchange?
30/04/2013 13.09(2), 17.10(2), 22 1 What false markefd ? The term fAfalse market o
13.10, 17.11, there is material misinformation or materially
37.47(b) 30.40(b), incomplete information in the market which is
31.04(2) compromising proper price discovery. This may
Paragraph 3| 31.05 arise, for example, where:

of Practice
Note 11

Paragraph
2(1)(b) of
Appendices
7C, 7D, TE
and 7H

Paragraph 24
of Appendix
7C

Paragraph 26
of Appendix
7H

(@) an issuer has made a false or misleading
announcement;

(b) there is other false or misleading information,
including a false rumour, circulating in the
market;

(c) anissuer has inside information that needs to
be disclosed under the Inside Information
Provisions but it has not announced the
information (e.g. the issuer signed a material
contract during trading hours but has not
announced the information); or

(d) a segment of the market is trading on the
basis of inside information that is not
available to the market as a whole.
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Where a media or analyst report appears to
contain information from a credible source
(whether that information is accurate or not) and:
(@) there is a material change in the market price
or trading volume of
which appears to be referrable to the report
(in the sense that it is not readily explicable
by any other event or circumstance); or
(b) if the market is not trading at the time but the
report is of a character that when the market
starts trading, it is likely to have a material
effect on the market price or trading volume
of the issuerds secur
the issuer must announce information necessary to
avoid a false market in its listed securities.
30/04/2013 13.09(2), 17.10(2), 22 2 Does an i s s uansulton efg No, it can proceed to disclose the information
37.47(b) 30.40(b), Exchange before announcing the | which requires disclosure under these provisions.
31.04(2) information necessary to avoid a false
Paragraph market in its securities? However, it must contact the Exchange as soon as
2(1)(b) of reasonably practicable if it believes that there is
Appendices likely to be a false market in its listed securities
7C, 7D, TE (see the note to these provisions).
and 7H
28/11/2008 13.09(2), 17.10(2), 7 69. Listco Z is a PRC issuer whose H shares | In addition to the disclosure obligation under Main
(02/01/2013) | 13.10B 17.12 are listed on the Main Board. It | Board Rule 13.09(2)(a) / GEM Rule 17.10(2)(a),

proposes to issue new A shares in the

Listco Z should also comply with Main Board Rule
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PRC and apply for a listing on a PRC | 13.10B / GEM Rule 17.12 to release the A-share
stock exchange. prospectus to the market in Hong Kong through the
HKEX website (in t he
Listco Z will issue a prospectus in|{regul atory announcement
connection with the issue of A shares | is released in other market(s).
pursuant to the laws and regulation in
the PRC and the requirements of the
PRC stock exchange. In this regard,
Listco Z will publish an announcement
under the Main Board Rule 13.09(2)(a) /
GEM Rule 17.10(2)(a) to promptly
disclose information which is identified
as inside information during preparation
of the A share prospectus or as a
consequence of other development.
Will Listco Z still need to publish the A-
share prospectus on the HKEX website
for the purposes of the Listing Rules?
30/04/2013 13.10(2) 17.11(2), 22 3 Wh a't i s the meani n|The facts and circumstances giving rise to each
31.05(2) enquiry with respect to the issuer as may | enquiry are different. Therefore, what enquiry is
Paragraph be reasonabl e i n treasonable depends on the circumstances, and
24(2) of What sort of enquiry is an issuer | there are no hard and fast rules. The test is one of
Appendix 7C required to make in response to the | reasonableness.
Exchangebs enquiri
Paragraph To facilitate compliance, it is crucial that an issuer
26(2) of When will an issuer be expected to | implements and maintains adequate and effective
Appendix 7H contact its controlling shareholders | internal control systems and procedures to ensure

when they are not directors or officers of
the issuer?

material information concerning the issuer and its
business would be promptly identified, assessed
and escalated to the Board for consideration and
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action from a Rule compliance perspective. This
would require a timely and structured flow to the
Board of information arising from the development
or occurrence of events and circumstances so that
the Board can decide whether disclosure is
necessary.
30/04/2013 13.10(2) 17.11(2), 22 4 An issuer has inside information which is | Whether an announcement is required to be issued
31.05(2) exempted from disclosure under one or | under these provisions depends on the facts and
Paragraph more of the safe harbours in the Inside | circumstances of the matter. It is only if and when
24(2) of Information Provisions. If there are | requested by the Exchange that an announcement
Appendix 7C market rumours which are unrelated to | needs to be issued.
this information, but have resulted in
Paragraph unusual trading movements, does the | Information that is exempted from disclosure under
26(2) of issuer need to publish a standard | the Inside Information Provisions does not fall
Appendix 7H announcement? within the term fAany irn

If the standard announcement states
that there is no inside information that
needs to be disclosed under the Inside
Information Provisions, but the issuer
subsequently discloses the information,
say a month later, will this result in
market uncertainty?

to be disclosed under Part XIVA of the Securities
and Futures Ordinancebo
announcement. Therefore, a  standard
announcement issued under those circumstances
will not be inaccurate.

To avoid market uncertainty arising from the
subsequent disclosure of the inside information
previously exempted from disclosure, the issuer
can clarify in the disclosure announcement that the
information was exempted from disclosure when
the standard announcement was issued.
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30/03/2004 13.13, 17.15, 1 22. Clarify what should be included in the | The numerator should be the total advances (not
(February 13.14, 17.16, numerator for the calculation of the asset | the interest earned) plus any monetary advantage
2020) 13.16 17.18 test of the relevant advance? accruing to the entity or affiliated company.
[Updated in February 2020]
30/03/2004 13.14 17.16 1 25. When is the general disclosure | Where there is any further increase in the advance
(February obligation under Main Board Rule 13.14 | previously announced in accordance with Main
2020 (GEM Rule 17.16 ) triggered for | Board Rule 13.13 (GEM Rule 17.15), the issuer
advances to an entity or affiliated | has to make a new announcement under Main
company that have already been | Board Rule 13.14 (GEM Rule 17.16) if:
announced in accordance with Main
Board Rule 13.13 (GEM rule 17.15)? 9 the increased balance has the 8% threshold
the increase since the last announcement was
made exceeds the 3% threshold for the asset
ratio.
[Updated in February 2020]
11/5/2018 13.17 17.19 N/A 029- Company Abs contr ¢Yes. MB Rule 13.17 (GEM Rule 17.19) applies to
2018 deposited the share certificate of his | any arrangement, in any form and however the

shares in Company A to a third party, or
where he uses his interest in Company
AO0s shares, for th
Company Abs per fg
obligation.

Does any of the above scenarios
constitute Apl edgi
Listing Rules warranting an
announcement under MB Rule 13.17

(GEM Rule 17.19)?

arrangement i S named,
controlling shareholder effectively uses all or part
of his interest in Comp
indirectly, s e debts, ertoGacurs
guar ant ees or ot her s U
obligations.
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28/11/2008 13.25A, 17.27A, 8 19 Where can an issuer find the templates | Templates of the various Monthly Returns and
(February 13.25B 17.27B of the various Monthly Returns and Next | Next Day Disclosure Returns in MS Word format
2020) Day Disclosure Returns, and how to | can be downloaded from the ESS website. The
submit them? completed form, in either PDF or MS Word format,
should be submitted via ESS as an attachment.
[Updated in February 2020]
28/11/2008 13.25A, 17.27A, 8 20 Are listed issuers required to submit both | Yes.
13.25B 17.27B English and Chinese versions of Next
see also: | see  also: Day Disclosure Returns and Monthly
2.07C(4)(b) 16.03 Returns?
28/11/2008 13.25A, 17.27A, 8 21 Can a listed issuer submit its Monthly | No.
13.25B 17.27B Returns or Next Day Disclosure Returns
by means other than ESS, such as
email, fax or mail?
28/11/2008 13.25A(2)(a)( | 17.27A(2)(a | 8 24 The issuer publishes a Next Day | No. On a share repurchase or redemption, the
(12/03/2011) | vii) )(vii) Disclosure Return upon a repurchase or | issuer must submit and publish a Next Day

redemption of shares in January. The
repurchased or redeemed shares are
cancelled in February. Must the issuer
publish a Next Day Disclosure Return
upon cancellation of the shares?

Disclosure Return by i
before the earlier of the commencement of the
morning trading session or any pre-opening
sessionodo (i . e. thé busingss 8ay
after the repurchase or redemption, even if the
shares have not yet been cancelled. It is not
necessary to publish another Next Day Disclosure
Return when the shares are cancelled.

However, the opening balance of the subsequent
Next Day Disclosure Return will be the closing
balance of the last Next Day Disclosure Return or
Monthly Return (whichever is later) and any
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cancellation of shares since then should be
included in the opening balance of the subsequent
Next Day Disclosure Return as separate lines
(together with the date(s) of cancellation). These
cancelled shares should also be taken into account
in arriving at the closing balance of that
subsequent Next Day Disclosure Return.
28/11/2008 13.25B 17.27B 8 26 Is section | of the Monthly Return | No. Section | of the Monthly Return is not
(  February (Movement in Authorised Share Capital) | applicable to PRC issuers which do not have
2020) applicable to PRC issuers which do not | authorised share capital.
have authorised share capital? Arethey | Yes. PRC issuers are required to disclose in
required to disclose movements in | section Il of the Monthly Return the movements in
domestic shares/ A shares in section Il | their H shares as well as any other classes of
of their Monthly Return (Movements in | shares (e.g. domestic shares and A shares).
Issued Share Capital)? [Updated in February 2020]
28/11/2008 13.25B 17.27B 8 27 Will listed issuers still be required to | Yes.
submit the Monthly Returns each month
even if there are no changes of the
reported figures from the previous
month?
28/11/2008 13.28 17.30 7 70. A listed issuer proposes to enter into an | The requirements under Main Board Rule 13.28 /
(02/01/2013) agreement with an independent third | GEM Rule 17.30 only apply to an issue of

party under which the independent third
party will provide advisory services to
the issuer and the consideration will be
satisfied by issuing new shares of the
issuer to the third party. Is such issue
subject to the disclosure requirements
under Main Board Rule 13.28 / GEM
Rule 17.30?

securities for cash.

In the circumstances described, if the proposed
issue of new shares constitutes inside information
which requires disclosure under the Inside
Information Provisions, the listed issuer must also
simultaneously announce the information under
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Main Board Rule 13.09(2)(a) / GEM Rule
17.10(2)(a).

28/11/2008
(  February
2020)

13.28

see also:
13.25A,
13.25B
13.25C

17.30

see also:
17.27A,
17.27B
17.27C

29

A listed issuer proposes a placing of
warrants, which carry rights to subscribe
new shares in the listed issuer, for cash
consideration under a specific mandate.
The listed issuer will issue an
announcement for such proposed
placing pursuant to Main Board Rule
13.28/ GEM Rule 17.30. How should the
listed issuer. Is the listed issuer comply
with the disclosure obligation under
Main Board Rule 13.28 / GEM Rule
17.30?

The disclosure obligation under Main Board Rule
13.28 / GEM Rule 17.30 arises at the time when
the listed issuer agrees to issue securities for cash.
As such, the listed issuer should issue an
announcement as soon as it enters into the
agreement for placing the warrants. The Rule
does not apply upon exercise of the subscription
rights of the warrants by the warrant holders.
However, the listed issuer is reminded of the
disclosure obligations under Main Board Rules
13.25A, 13.25B and 13.25C / GEM Rules 17.27A,
17.27B and 17.27C.

[Updated in February 2020]

28/11/2008
(February
2020)

13.28(12)

17.30(12)

30

A listed issuer proposes a placing of new
shares for cash consideration using its
general mandate.

What fddetails of t
the issuer required to disclose in the
announcement under Main Board Rule
13.28(12) (GEM Rule 17.30(12)?

It should disclose the date of the general meeting
approving the general mandate and information
that demonstrates the general mandate is
sufficient to cover the number of new shares to be
issued under the placing, such as (i) the number of
shares that the listed issuer is authorised to allot or
issue under such general mandate; and (ii) the
unutilised portion of the general mandate
immediately prior to the proposed placing.
[Updated in February 2020]

21/02/2014

13.28(2),
App 16 (para
11(3))

17.30(2),
18.32(3)

26

How should issuers whose shares have
no nominal value comply with the
disclosure requirements for nominal

These issuers should disclose in the relevant
announcements or annual reports that their shares
have no nominal value.
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values under the Rules?

28/11/2008 13.29 17.30A 8 31 If a listed issuer proposes to place new | Yes, or alternatively it may issue a separate
shares under a general mandate at a | announcement to disclose the information required
discount of 20% or more to the | under Main Board Rule 13.28(GEM Rule 17.30). In
benchmarked price, can it satisfy Main | either case, the required information must be
Board Rule 13.29 (GEM Rule 17.30A) by | announced within the timeframe prescribed under
incorporating the information required in | Main Board Rule 13.29(GEM Rule 17.30A).
its announcement published pursuant to
Main Board Rule 13.28(GEM Rule | The listed issuer is reminded that, under Main
17.30)? Board Rule 13.36(5) (GEM Rule 17.42B), it cannot

issue new shares for cash under a general
mandate at a discount of 20% or more to the
benchmarked price set out in Main Board Rule
13.36(5) (GEM Rule 17.42B) unless it can satisfy
the Exchange that it is in a serious financial
position or there are exceptional circumstances. In
the present case, the listed issuer must obtain the
Exchangeods consent bef
proposed placing and publishes the relevant
announcement.

28/11/2008 13.32(2) 11.23(7) 7 71. A listed issuer proposes a rights issue of | It is the responsibility of the listed issuer to ensure

shares which will be fully underwritten by
its controlling shareholder. Based on
the size of the proposed rights issue, it is
possible that if no  qualifying
shareholders take up their entitlement of
rights shares, the controlling
sharehol derds inte
would increase to the extent that the

compliance with its continuing obligations under
the Listing Rules from time to time, particularly
when it proposes any corporate actions.

In the circumstances described, the listed issuer
mu st demonstrate to t hiy¢
that there are adequate arrangements in place to
ensure that the proposed rights issue, if it
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public float of the listed issuer would fall | proceeds, would not result in a breach of the public
below the minimum percentage required | float requirement set out in the Listing Rules. An
under the Listing Rules. example of an acceptable arrangement would be
for a conditional placing agreement to be entered
Will the listed issuer be permitted to | into by the controlling shareholder to place down a
proceed with the rights issue? sufficient amount of its shares in the listed issuer
to independent third parties in order to maintain the
public float at or above the minimum prescribed
percentage set out in the Listing Rules.
14/11/2014 13.36 N/A 29 1. When Eligible SEHK Issuers and Other | Yes.
(13/07/2018) Connect Issuers propose pre-emptive
issues (including rights issues, open
offers, bonus issues and scrip dividend
schemes) or distributions in specie to
shareholders, should they offer or
distribute entitlement securities to
Mainland investors holding t he i s
securities  through  Shanghai and
Shenzhen  Connect  ("Southbound
Shareholders")?
29/7/2022 13.36, 17.39, N/A 088- Is the scheme mandate for grants of new | Yes.
17.03B 23.03B 2022 shares under Main Board Chapter 17
(GEM Chapter 23) a separate mandate
from the general mandate under Main
Board Rule 13.36 (GEM Rule 17.39)?
29/7/2022 13.36, 17.39, N/A 089- Can an issuer grant new shares to a | Yes, for example, if the grantee does not meet the
17.03B 23.03B 2022 person for incentive purposes under a | definition of eligible participant under the Main

general or specific mandate under Main

Board Chapter 17 (GEM Chapter 23).
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Board Rule 13.36 (GEM Rule 17.39) if
the share grants fall outside the scope of
share schemes under Main Board
Chapter 17 (GEM Chapter 23)?

30/03/2004

13.36(2)(a)

17.41(1)

28.

Is an overseas legal opinion is required
in the event that a proposed bonus issue
of issue of warrants will exclude
overseas shareholders?

No. Note 1 to Main Board Rule 13.36(2)(a) (GEM
rule 17.41(1)) only requires the issuer make
enquiry regarding the legal restrictions under the
laws of the relevant jurisdiction. It is up to the issuer
to decide whether or not it should obtain a legal
opinion to support its analysis of the Rules.
[Updated in February 2020]

30/03/2004

13.36(2)(b)

17.41(2)

30.

Is there any limit on the number of
refreshments of the general mandate
during a year? Hg
determined 1 from refreshment of the
general mandate or with reference to
annual general meetings?

No. There is no limit on the number of refreshments
of the general mandate by Main Board and GEM
issuers during a year. However, independent
sharehol dersdé approval
and subsequent refreshments during the year.

The period of fAone year
normally determined with reference to annual
general meetings when a new mandate for the
year is obtained.

28/11/2008
(01/04/2015)

13.36(2)(b)

17.41(2)

61.

A listed issuer proposes a resolution to
seek sharehol derso
issue of shares to its existing
shareholders pursuant to its articles of
association at the forthcoming annual
general meeting.

Can the listed issuer take into account

such bonus issue when determining the

No, because the bonus shares are not yet issued
at the time when the listed issuer seeks
sharehol der so approval

mandate. Pursuant to Main Board Rule
13.36(2)(b)/ GEM Rule 17.41(2), the maximum
number of shares that may be issued under the
gener al ma n d at enumber of isR6dY
shares of the issuer as at the date of the resolution
granting the generalmandateé pl us t he
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maximum number of shares that are
allowed to be issued under a new
general mandate proposed at the same
general meeting?

such securities repurchased by the issuer itself
since the granting of the general mandate (up to a
maximum number equivalent to 10% of the number
of issued shares of the issuer as at the date of the
resolution granting the repurchase mandate) é o .

28/11/2008

13.36(4)(a)

17.42A

32

When a listed issuer refreshes the
General Property Acquisition Mandate
at a general meeting, does the
controlling shareholder have to abstain
from voting as in the case of refreshing
a general mandate under Main Board
Rule 13.36(4)(a) (GEM Rule 17.42A)??

No. Main Board Rule 13.36(4)(a)(GEM Rule
17.42A) is not applicable to the refreshment of the
General Property Acquisition Mandate.

30/03/2004

13.36(4)(e)

17.42A(5)

31.

Please explain the top-up arrangement
under refreshment of general mandate.

An issuer wishing to top-up the unused portion of
their previous general mandate, based on the
enlarged issued share capital, needs only to obtain
sharehol dersd6 approval
number of shares so that, in percentage terms, the
unused part of the general mandate before and
after the pre-emptive issue of securities is the
same.

Example:
Existing issued share capital : 100,000 shares

General mandate before placing: 20,000 shares
(20%)

Placing of shares under the general mandate:
5,000 shares

Issued share capital after placing:
shares

105,000

169




Release Main Board | GEM Series | FAQ Query Response

Date (Last | Rules Rules No. No.

Update Date)

Unused general mandate: 15,000 shares (15%
of 100,000 shares)

New shares issued under a 1 for 2 rights issue:
52,500 shares

Issued share capital after right issue: 157,500
shares

Sharehol dersd appr ova-bp
the general mandate from 15,000 to 23,625 shares
(15% of 157,500 shares). Independent
sharehol dersdé approval
additional mandate for 7,875 shares (i.e. 5% of
157,500 shares).

28/11/2008 13.36(5) 17.42B 7 63. A listed issuer proposes to enter into an | Yes. The proposal is in substance an issue of new
agreement with one of its creditors under | shares for cash consideration. The listed issuer
which the listed issuer agree to issue | must ensure that the issue price of such new
new shares for the repayment of a loan | shares complies with the requirement of Main
due to the creditor. Board Rule 13.36(5)/ GEM Rule 17.42B before it

enters into the agreement.
The listed issuer intends to issue the
new shares under a general mandate. Is
such issue subject to the restriction on
pricing of the new shares to be issued
under general mandate set out Main
Board Rule 13.36(5) / GEM Rule
17.42B7
19/12/2011 Note to Rule | Note to Rule | 17 14. Are there any examples of procedural | Pr ocedur al and admini st
13.39(4) 17.47(4) and administrative matters? example, adjourning a nm

condu
facil

orderly
meeting

(@ ensu
t

re
i f he
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of me mbeagrsdi mgt has
i nadequate); or

() maintain the orderl:i
i f it becomes i mpos

views of the members
threat of disorder f
a di sturbance caused
umnvited public; or

r

(¢ respond to an emerge
serious accident or
cycl one warning sig
meeting,; or

(d announce results at
gener al meeting.

28/11/2008 13.39(6)(a) 17.47(6)(a) |7 42. Should the independent board | The independent board committee should
(01/07/2014) | and (c), and committee established under Main | comprise all independent non-executive directors
14A.41 (c),20.39 Board Rules 13.39(6)(a) and 14A.41/ | of the listed issuer, who have no material interest

GEM Rules 17.47(6)(a) and 20.39 | in the relevant transaction.
comprise all independent non-executive
directors of the listed issuer?
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14/12/2009 13.43 17.48 17 14A. A listed company has published an | Subject to its articles of association, the listed
(28/12/2018) announcement on the board meeting | company does not need to give another 7-day
date to approve its annual results 7 clear | notice. However, it should, as soon as practicable,
business days before the board | announce the postponement of board meeting and
meeting. the revised board meeting date.
If the listed company subsequently | (Previously published in Series No. 9 No. 25)
decides to postpone the board meeting
to a later date, is it required to give
another 7-day notice?
19/12/2011 13.44 17.48A 17 15B. Is it acceptable for an issuer to simply [ Ye s , an i ssuer does n
(01/01/2022) comply with this Rule without amending|const i t uti onal document
its memorandum and articles of | a me n d mEawever, to comply with Main Rule
association (to remove the exception for | 13.44 (GEM Rule 17.48A), the issuer is reminded
a director voting on a resolution in which | that a director might have a material interest in a
the individual has a less than 5% | transaction with a company even if he was
interest) (® until further substantial |i nt er ested in | ess than
changes are required to be made to the | shares or voting rights.
documents?
(Updated on 1 January 2022)
Note: this exception was provided in
paragraph 3 of Note 1 to the old
Appendix 3 (that was in force before 31
December 2021), which was
subsequently repealed on 1 January
2022.
(Updated on 1 January 2022)
19/12/2011 13.44 17.48A 17 15. If a director is a shareholder of the | No . I n cases where a
(01/01/2022) issuer, should the director abstain from | same as all shareholders (e.g. approving dividend
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voting when the board considers | payments), then the director does not need to
dividend payments? abstain from voting.
(Updated on 1 January 2022)
19/12/2011 13.44 17.48A 17 15A. If a director has a material interest in a | Yes. As long as the director has a material interest
(01/01/2022) board resolution approving a transaction | in the transaction, the director should abstain from
concerning another company, but does | voting, even if the director has no beneficial
not have any beneficial interest in the | interest in the shares of the other company.
shares of that company, should the
director abstain from voting on the | (Updated on 1 January 2022)
relevant resolution?
17/4/2020 13.45(1) 17.49(1) NA 071- Should an issuer specify in its | An issuer is required to announce any decision to
2020 announcement relating to dividend | declare, recommend or pay any dividend after
payment whether such dividend is | approval by the board of directors. It would be

ordinary or special in nature? How
should an issuer determine whether the
declaration is ordinary dividend or
special dividend?

desirable for an issuer to specify in the
announcement whether the dividend is intended to
be ordinary or special in nature because:

A the nature of dividend is relevant for
shareholders to understand whether the
dividend is a regular payment in accordance
with the issuerds diyv
recurrent distribution in response to a special
event; and

A classification of dividend as ordinary versus
special will have a direct impact on pricing of
derivative products as the terms of derivative
products would require adjustments where the
dividend is special in nature. A clear message
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on the dividend nature will help avoid market
confusion in the derivative markets where
derivative products (e.g. structured products,
futures and/or options, etc.) are issued with the
i ssuerb6s shares as un

It i s t he i ssuer 0s S0
whether a dividend is ordinary or special in nature,
subject to any provisions, if any, set out in its
memorandum and articles of association or the
laws or regulations of the place in which it is
incorporated. An issuer should also seek its own
legal advice on the matter where appropriate.

In general, special dividend is a non-recurring
distribution of corporate earnings and is often tied
to specific events. In past cases, we note that
some issuers paid special dividends to:

A return surplus cash to shareholders;

A distribute proceeds from disposal of assets or
_divestment of business; or

A reduce capital.

The above list is not exhaustive. An issuer may
decide to declare special dividends based on its
own circumstances.

11/09/2015
(February
2020)

13.48,
13.49(1),
13.49(6),

18.49,
18.53,
18.66,

31

13

What are the disclosure requirements
under Section 436 of the New
Companies Ordinance for a Hong Kong

The Issuer must include a statement indicating that
the statement of comprehensive income for a full
financial year and/or the statement of financial
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14.66 to | 18.78, incorporated issuer in relation to the | position at a financial yearend (t he A St 4
14.69, 11.03 | 18.79, publication of non-statutory accounts in | presented in the account are not statutory financial
& 11.04, | 19.66 to its: statements under the New Companies Ordinance.
11.16 to | 19.69, The issuer must also disclose whether (i) an
11.19, 14.61 | 14.03 & (a) annual/interim results |laudi tords report had b
& 14.62, 14.06, announcement; and auditors gave a qualified or modified audit opinion
4.2510 4.29 14.29 to on the Statements.
14.31, (b) interim report, quarterly results
19.61 & announcement / financial report, | For details, please refer to Accounting Bulletin 6
19.62, circulars or listing documents? AGui dance on the Rendgl6iofr
7.271t07.31 the Hong Kong Compani e
issued by Hong Kong Institute of Certified Public
Accountants at:
https://www.hkicpa.org.hk/-/media/HKICPA-
Website/Members-Handbook/volumell/ab6.pdf
(Updated the hyperlink to Accounting Bulletin 6 in
October 2019)
[Updated in February 2020]

8/11/2019 Rules Rules NA 070- According to the circulars issued by the | Yes. Under Main Board Rule 19A.53 / GEM Rule
13.51(1), 17.50(1), 2019 State Council of the PRC and the China | 25.40 a PRC issuer shall observe and comply with
19A.53, 25.40, Securities Regulatory Commission on | the Company Law, the Regulations and the PRC
Paragraph Paragraph 22 and 25 October 2019, the notice |i ssuer 6s articles of suer
(a) of Section | (a) of period for general meetings of PRC | would be in compliance with the Rules.

1 of Section 1 of issuers (and other related matters) shall
Appendix Appendix be governed by the Company Law of the | The issuer is also reminded that under Main Board
13D 11C PRC, but not the Special Regulations on | Rule 13.51(1) / GEM Rule 17.50(1) it must, at the

the Overseas Offering and Listing of
Shares by Joint Stock Limited
Companies issued by the State Council

same time as it dispatches a circular to
shareholders on the proposed amendments,
submit to the Exchange a confirmation from its
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(the Regulations). This will shorten the
notice period for general meetings from
45 days to 20 days for annual general
meetings and 15 days for special
general meetings. The circular also
advised PRC issuers to amend their
articles of association accordingly.

Under Appendix 13D to the Main Board

Rules / Appendix 11C to the GEM Rules,

a PRC issuerb6s art
must include the Mandatory Provisions

issued by PRC regulatory authorities. A

PRC issuer asks whether its articles of

association, as amended, would

continue to comply with the requirement

of Appendix 13D / Appendix 11C.

legal adviser that the amendments to the articles
of association conform to the Listing Rule
requirements and the PRC laws and regulation.

28/11/2008

13.51(1)

17.50(1)

35

to seek

app
articles  of

A listed issuer proposes
sharehol der s 6
amendments to its
association.

Main Board Rule 13.51(1) (GEM Rule
17.50(1)) requires the listed issuer to
submit a confirmation from its legal
advisers that the proposed amendments
comply with the requirements of the
Exchange Listing Rules and the laws of
the place where it is incorporated or
otherwise established.

With respect to the 1|is
there is nothing unusual about the proposed
amendments to its articles of association, it is up to
the listed issuer to decide whether an enquiry with
its legal advisers needs to be made to assist the
directors to determine whether there is anything
unusual about the proposed amendments to the
articles of assaociation. In assessing the question
of what is unusual, the directors should have
regard to whether the proposed amendments are
customary or a common feature of the articles of
association of companies listed in Hong Kong.
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The Rule also requires the listed issuer
to confirm that there is nothing unusual
about the proposed amendments for a
company listed in Hong Kong. Is the
listed issuer required to obtain a legal
opinion in this regard?

14/12/2009

13.51(1)

17.50(1)

24.

Under Main Board Rule 13.51(1)/ GEM
Rule 17.50(1), an issuer proposing to
amend its articles of association must
submit to the Exchange a letter to the
issuer from its legal advisers confirming
that the proposed amendments comply
with the Listing Rules and the laws of the
place of incorporation of the issuer.

Listco will amend its articles of
association and proposes the following
arrangements:

- Can Listco appoint one legal adviser
to opine on the compliance with
Listing Rules and another legal
adviser to opine on the compliance
with the laws of the place of
incorporation of the issuer?

- Can the confirmation letter be issued
by Listcod s -hduse legal counsel?

Yes. The arrangements are acceptable as long as
Listco considers the persons have the professional
gualifications and experience to provide the
confirmation letter.

19/12/2011

13.51(2)

17.50(2)

17

16.

In the case of the resignation, retirement
or removal of a director, supervisor or

No, it i s not intendode
supervisor or chief exgeg
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chief executive, will an issuer also be|r emoved t hat the annou
required to make the disclosures setout |t h e it ems l i sted unde
in (a) to (x) of Rule 13.51(2))/GEM Rule |13 . 51 (2)/ GEM Rule 17.50
17.50(2)?
28/11/2008 13.51(2), 17.50(2), 8 36 Is a director of a listed issuer required to | No.
(February Form B/H in | Form A/B in sign a new declaration and undertaking
2020) Appendix 5 Appendix 6 form if he is or is proposed to be re- | However, in accordance with Main Board Rule
designated from an executive director to | 13.51(2) (GEM Rule 17.50(2)), an issuer must
a non-executive director, or vice-versa? | inform the Exchange of the re-designation of a
director immediately after such re-designation
takes effect, and the issuer must simultaneously
make arrangements to ensure that an
announcement of the re-designation of the director
is published in accordance with Main Board Rule
2.07C or Chapter 16 of the GEM Rules as soon as
practicable.
[Updated in February 2020]
28/11/2008 13.51(2)(c) 17.50(2)(c) |8 37 Please clarify wh a t fipr olt refers to a qualification in respect of a
(February qgualificationbo u n d| professional discipline, for example law,
2020) 13.51(2)(c)/GEM Rule 17.50(2)(c) | accounting, engineering, architecture, surveying or
refers to. medicine. It also includes any professional title and
membership of a professional body.
[Updated in February 2020]
06/06/2006 13.51(2)(x) 17.50(2)(x) |2 2. If there is no information to be disclosed | Subject to the comment below, compliance with
(22/04/2022) pursuant to the requirements under | the requirements of Main Board Rule

certain paragraphs, say (h) to (w), in

13.51(2)/GEM Rule 17.50(2), could be achieved by
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Main Board Rule 13.51(2)/GEM Rule
17.50(2), is a negative statement
required for each sub-paragraph
including a recital of the language of the
sub-paragraph in full or, alternatively, is
it acceptable for the negative statement
to be made by quoting the rule reference
without a detailed description of each of
the requirements therein?

either approach. The alternative may offer a more
streamlined form of disclosure. Under either
approach separate disclosure should always be
made pursuant to Main Board Rule 13.51(2)(w)
/GEM Rule 17.50(2)(w) to confirm, in the
announcement, whether or not there are any other
matters that need to be brought to the attention of
holders of securities of the listed issuer.

19/12/2011

13.51D

17.50C

17

17.

Can issuers publish on their websites
the procedures for director election in a
single language (i.e. English or Chinese
only)?

No, mu st be

Chi

t hey publ i

nese.

27/03/2013
(28/12/2018)

13.51D

17.50C

17

17A.

If the procedures for shareholders to
propose a person for election as a
director ar e set
constitutional documents (which are
already required to be published on its
website and the EX
does the issuer need to separately
publish these procedures on its
website?

We would expect the issuer to publish the
procedures separately on its website. This is
because the constitutional documents are usually
very lengthy and investors may find it difficult to
locate the procedures (especially if they are
unaware that these procedures are set out in the
constitutional documents. Also, publishing the
procedures on the i ssufe€
oner ous and woul d enh
transparency.

(Previously published in Series No. 21 No. 6)

28/11/2008
(February
2020)

13.52(2)

17.53(2)

38

will the Exchange review
announcements submitted by a listed
issuer before publication that are not
subject to the pre-vetting requirement

No, the Exchange will not pre-vet such
announcement unless in exceptional
circumstances. An issuer is encouraged to consult
the Exchange on any Rule compliance issues in
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under Main Board Rule 13.52(2) (GEM | relation to the announcement and/or the subject
Rule 17.53(2))? matter before it publishes the announcement.
[Updated in February 2020]
28/11/2008 13.52(2) 17.53(2) 8 39 Where a listed issuer publishes an | If the announcement is made in respect of a share
announcement under the Rules that is | / discloseable transaction required under Main
not subject to the pre-vetting | Board Rules 14.34 and 14.35 (GEM Rules 19.34
requirement under Main Board Rule | and 19.35), the listed issuer must complete the
13.52(2) (GEM Rule 17.53(2)), willthe |A Si ze Tests Checklisto
Exchange require the listed issuer to | Division not later than the publication of the
submit any documents (for example | announcement.
Listing Rule compliance checklists) for
the purpose of post-vetting the | The Exchange may require the listed issuer to
announcement? submit information and/or documents in respect of
an announcement published by the issuer to
demonstrate its compliance with the Rules. In such
cases, the Exchange will inform the listed issuer of
the specific information and/or documents
required. A checklist for disclosure requirements
applicable to a particular type of announcement
may need to be submitted by the listed issuer upon
request by the Exchange in individual cases.
28/11/2008 13.52A 17.53A 8 40 Under what circumstances will the | The Exchange will only exercise this power in

Exchange exercise the right under Main
Board Rule 13.52A (GEM Rule 17.53A)
to request review of announcements,
circulars or other documents before their
publication

exceptional circumstances. This is generally the
case where the Exchange has an interest in
reviewing certain disclosure in a listed i s s
announcement, for example the Exchange has
required the listed issuer to make certain specific
disclosure in its announcement and such

180




Release Main Board | GEM Series | FAQ Query Response

Date (Last | Rules Rules No. No.

Update Date)

disclosure is necessary to ensure a fair, orderly
and efficient market. In such cases, the Exchange
will communicate to the listed issuer its direction to
review the announcement prior to publication and
the reasons for its decision.

14/11/2014 13.52B N/A 29 7. When an A+H issuer proposes a | Yes. The issuers should ensure clear
corporate action (e.g. distribution of | communications to all shareholders if they propose
dividends or other entitlements), does it | different timetables (e.g. ex-entitlement date,
need to disclose the timetables for both | record date and payment date) for their
A and H shareholders in the same | distributions to shareholders in the two markets.
announcement?

31/12/2009 13.56 17.60 8 40A. How could an issuer send hard copies of | An issuer can post on its website a notification of

(February Issue 1l |its corporate communications to | the publication of corporate communication

2020) investors whose shares are held in the | together with a request form. A CCASS investor

Central Clearing and Settlement System
(ACCASSO) either d
through a broker o
Investorso) as such
the name of HKSCC Nominees Limited
and the names of CCASS Investors do
not appear on the
members?

who wishes to receive a hard copy of the corporate
communication, would need to complete and
return the request form to the share registrar or
other agent of the issuer . The issuer can then
send the CCASS investor a hard copy.

WIssuers should have in place an arrangement to
track the preference of CCASS Investors to
ensure, on a best efforts basis, that CCASS
Investors who have previously indicated their
preferences to receive hard copies of corporate
communications do not have to complete and
return a request form for every corporate
communication, unless they ceased to be
shareholders of the issuer.
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30/08/2019 Rule 13.66, | 17.78, N/A 058- (a) Practice Note 8 to the Main Board | (a) The emergency share registration
Practice Note | 17.79, 2019 Rules (or GEM Rules 17.79 and arrangements in the event of Extreme
8 17.80 17.80) sets out the emergency Conditions shall be the same as those

(b)

share registration arrangements
during a typhoon or a black
rainstorm warning. What are the
emergency share  registration
arrangements upon the
announcement by the Government

of the Hong Kong Special
Admi ni strative R
conditionso cau

typhoons
(see Note)?

In the case of a rights issue, Main
Board Rule 13.66 (or GEM Rule
17.78) states that if trading on the
Exchange is interrupted due to a
typhoon or a black rainstorm
warning, the book-close date will be
automatically postponed, where
necessary, to provide at least two
trading days (during neither of which
trading is interrupted) for cum-rights
trading during the notice period.
Does this arrangement apply if
trading on the Exchange is

(AEXt T ¢

applicable to Typhoon Warning Signal No. 8 or
above currently set out in the Rules.

(b) Yes. Where the book-close date is postponed
in the circumstances described, the issuer
must publish an announcement on the revised
timetable.
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interrupted due to Extreme

Conditions?

Note: According to
Practice in Times of Typhoons and
Rainstormso [
Department in June 2019, the
Government of the Hong Kong Special
Administrative Region may issue an
announcement on de
in the event of, for example, serious
disruption of public transport services,
extensive flooding, major landslides or
large-scale power outage after super
typhoons. Wh e n
are in force (i.e. the two-hour period after
cancellation of Typhoon Warning Signal
No. 8), the Government will review the
situation and further advise the public by
the end of the two-hour period whether
fextrediet icomso wi l

cancelled.

ssued

fi e

30/03/2004

13.68

17.90

33.

A director has a service contract without
a fixed term which is terminable by either
party by giving notice of 6 months. Is
shareholders approval necessary as the
contract may be for a term that may
exceed 3 years?

The purpose of the rule is to ensure that the issuer
is not unduly burdened by service contracts that
are for an inordinate length or which require heavy
compensation or lengthy notice for early
termination. Such contingent liabilities may be
significant, i n which

must be obtained for these service contracts. In
this case, we consider that there is no significant

q
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commitment on the issuer as there is no specific
term and only six months notice is required.
Therefore, the contract does not need to be
approved by shareholders.

30/03/2004 13.68 17.90 1 34. I' s shareholderso6 a|Yes, sharehol dersoé appr
di r e cseraae @mtract with a fixed | the service contract is of a fixed term of 3 years and
term of 3 years, but requiring a notice of | a notice of 6 months is required for termination
6 months before termination after the | after the fixed term and accordingly, the service
fixed term? The contract does not | contract may endure for more than 3 years.
mention the compensation for early
termination of the fixed term. It | In addition, the service contract will be subject to
expressly states however that, if the [ shar ehol der s o sepip rexpressly
contract is terminated when the|pr ovi des for a scenarid
remaining term is more than 1 year, a | remuneration will be payable in order to terminate
compensation in dollars for the | the contract.
remaining term will be needed. Will this
contract require st

30/03/2004 13.68 17.90 1 35. I s an Aempl oyment |Yes. We would expect a

(February director the same 4§ with adirectorto contain the terms upon which he

2020) contracto? Shoul d |istoprovide his services to issuer, and subject to
notifiable transaction? the same disclosure an

requirements as for service contracts. Di r e c
employment contracts are not subject to the
requirements of notifiable transactions.
[Updated in February 2020]
30/03/2004 13.70 17.46B 1 36. What are the disclosure requirements | The issuer must publish details of the candidate as
(01/01/2022) for the announcement or supplementary | required under Main Board Rule 13.51(2) (GEM

circular an issuer is required to publish
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if, after the despatch of the notice of a | Rule 17.50(2)) in an announcement or
general meeting, it received a | supplementary circular.
sharehol der 0s not i
person for election as a director at the | Further, the The issuer must give shareholders at
general meeting least seven days to consider the relevant
in respect of the nomination? information disclosed in such an announcement or
supplementary circular prior to the date of the
meeting of the election. The issuer must also
assess whether it is necessary to adjourn the
meeting of the election to give shareholders a
longer period of at least 10 business days to
consider the relevant information disclosed in the
announcement or supplementary circular.
[Updated in January 2022]
30/03/2004 13.74 17.46A 1 37. Must an issuer disclose the biographical | No. It is not necessary to send another circular if
(February details of directors to be elected at a | details are included in the annual report provided
2020) general meeting in the notice or another | that

circular, if such information is already
disclosed in the annual report and the
election is to be proposed at an Annual
General Meeting( A AGMo ) ?

the annual report is the accompanying circular, and
the notice has made clear reference to the annual
report such that there is no doubt as to where the
information can be found and to which director
reference is being made.

However, for appointments at times other than at
the AGM, reference to the annual report is not
acceptable. This is because (i) certain
shareholders as at the date when relevant
disclosure is made may not have been so when the
circular or notice of AGM was sent; and (ii) there
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may have been changes in the information
previously published which will need to be
updated.
[Updated in February 2020]
19/12/2011 13.88, 17.100, 17 18. Is anissuer required to seek shareholder [ Shar ehol der approval [
(01/01/2022) | Appendix 3, | Appendix 3, approval for the appointmentof anew|appoi nt ment of an audit
paragraph 17 | paragraph auditor if the existing auditor resigns|dur i ng the year. Howeyv
(Updated on | 17 before the end of their term of office? sharehol der approval fo
1 January | (Updated on the auditar AGIM.t he nex
2022) 1 January
2022) (Updated on 28 December 2018)

21/02/2014 13.90 17.102 26 17. How will Hong Kong-incorporated | For Hong Kong-incorporated issuers, reference to
issuers satisfy the Rules regarding |[Amemor andum and articl €
disclosure of their memorandum and | Rules will be deemed to refer to their articles of
articles of association? association because wunder the New CO,

provisions of the memorandum of association will
be automatically deemed to be regarded as
provisi ons @iricles di associadics.u e

21/02/2014 13.90 17.102 26 18. Will Hong Kong-incorporated issuers | No.
need to amend and reprint their articles
of association in order to incorporate
the contents of their memorandum of
association for the purposes of the
Exchangeod6s discl os

19/12/2011 13.90 17.102 17 19. Can issuers publish their constitutional | N o , t he constitutiona

documents in a single language (i.e.
English or Chinese only)?

published in IKChtimeBregl i
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19/12/2011

13.90

17.102

17

19A.

If we translate our constitutional
document, would both languages be of
equal effect?

For translation of constitutional documents, you
should specify which of the two languages
(Chinese or English) prevail in case of
discrepancies or inconsistencies.

19/12/2011

13.90

17.102

17

19B.

Do issuers have to publish their
constitutional documents by way of an
announcement? Which announcement
headline(s) should they use?

d not need to
s by way of an
h current Ti &1
Document
publ i cat

| ss
doc
s el
Con
doc
we b

S
n

r—bogm

i onal

t
t
ut

ts for

nw cwmocc

r
e
t
i
me
t

® >

19/12/2011

13.90

17.102

17

19C.

If an issuer has amended its
constitutional documents (memorandum
and articles of association, bye-laws or
other equivalent constitutional
document) many times over the years
since its incorporation, is it required to
post to the Exchange website its
documents incorporating all the previous
amendments?

The issuer is required to publish a consolidated
version of the constitutional document which has
incorporated all the changes. This may be a
conformed copy or a consolidated version not
formally adopted by shareholders at a general
meeting. However, if the issuer does so, the front
page of the published constitutional document
should include a statement that it is a conformed
copy or a consolidated version not formally
adopted by shareholders at a general meeting.

19/12/2011
(28/12/2018)

13.90

17.102

17

19D.

An issuer is incorporated in Bermuda
and in order to publish a consolidated
version of the constitutional document,
the issuer needs to obtain shareholder
and court approval and register the
consolidated constitutional document
with the Bermuda Companies Registry,

See response to
above.

FAQ Ser
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is it required to post to the Exchange

website its consolidated constitutional

document with the Bermuda Companies

Registry?
28/12/2018 13.92 17.104 17 19F. Will the Exchange be providing training| Yes, t he Exchange has p
(01/01/2022) on board diversity? on board diversity.

I n March 2017, we | aun

Webcast MPoti ebedf Di rec
and Functions of Boo anr dv
one of the topics isboa
di versity.

I n December 2018, we 0
ETraining webdladME®DRe hei
Corporate OGCuwhiechmanedeeéhe

diversity topic.
I n May 2021, we | aunct
iCreating Val ue wittyhwi

practitioners sharing
i mportance of a diver sé¢
ways for achieving dive

I n December
sets out
including

2021 ,Guwedvédpiu
gui dance on
gender divers

(Updated on 1 January 2022)
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01/01/2022 13.92 17.104 17 19F(1). | Effective from 1 January 2022, the | For an issuer who already has directors of both
Exchange will not consider diversity to | genders on board on or after 1 January 2022, if the
be achieved for a single gender board. | issuer subsequently at any time has failed to meet
What happens if an issuer already has | any of the other requirements in the Rule, it must
directors of both genders on board on or | immediately publish an announcement containing
after 1 January 2022 but subsequently | the relevant details and reasons. The issuer must
fails to meet the requirement set out in | appoint appropriate members to the board to meet
the Rule, e.g. a particular director | the requirement(s) within three months after failing
resigns? to meet such requirement(s). The issuer may

select the current headline category
i Mi s c eds i ®thex b Corporate Governance
Rel at ed Mattero when
announcement for publication on the HKEXnews
website.

(Added on 1 January 2022)
01/01/2022 13.92 and | 17.104 and | 17 19F(2). | Is it a Rule breach for issuers with single | As mentioned in the Consultation Conclusions on
Note to 13.92 | Note to gender board on 1 January 2022? Review of Corporate Governance Code & Related
17.104 Listing Rules, and Housekeeping Rule

A me n d mgeissuers with single gender board on
1 January 2022 will have a 3-year transitional
period (as provided under the note to the Rule) to
appoint at least a director of a different gender,
while those who have made a commitment in the
listing document with objectives set for
implementing gender diversity should appoint at
least a director of a different gender in accordance
with such commitment.

After these issuers appointed a director of a
different gender on or after 1 January 2022, and if
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Update Date)
they subsequently fail to meet the Rule
requirement (e.g. a particular director resigns),
they should follow the arrangement set out in FAQ
No. 19F(1) above.
(Added on 1 January 2022)
31/8/2012 13.91/ 17.103/ 18 2. Can an issuer adopt other guidelines | The Guide sets out minimum parameters for
(28/2/2020) Appendix 27 | Appendix instead of the ESG Reporting Guide | reporting wi t h a Vi ew to f
20 (OESG Gui de o Where dn( disclosure and communication with investors and
issuer adopts alternative reporting| ot her stakehol der s. TH
guidance or international standards with | consider adopting international standards or
comparable provisions to the Guide, isit|gui del i nes t hat i's rel e

required to give any
explanation/reconciliation in relation to
the Guide?

or sector, such as the

Sustainability ReportingSt andar ds, C
Change Questionnaire and Water Security
Questionnaire, Recommendations of the Financial
Stability Boar dds Traaed
Financial Disclosures, the Sustainability
Accounting Standards B
Map®, the International Organization for
Standardi zationods Gui
Responsibility, the International Organization for
Standardi zati onods Gui
Responsibility, and the Corporate Sustainability
Assessment for inclusion in the Dow Jones
Sustainability Indices.

To avoid duplication, adopting international
reporting standards or guidelines that contain
comparable provisions to t h BSG Guide should
be sufficient compliance with the Guide without the

190



Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)
need for further explanation. However, issuers that
report on international standards or guidelines
shoul d ma k e cl ear whi ¢
provisions and recommended disclosures of the
Guide they are reporting on.
28/02/2020 13.91, 17.103, 18 22. Whilst paragraph 5 of the Guide states | Under the Listing Rules, the Exchange requires
Appendix 27 | Appendix that the Guide is organised into two | issuers to disclose environmental and social
20 ESG subject areas: Environmental and | matters in ESG reports in accordance with the
Social, and corporate governance is | Guide, and to disclose matters in relation to
addressed separately in the Corporate | corporate governance in corporate governance
Governance Code, t| reports in accordance with the Corporate
defined in Main Board Rule 13.91(1) | Governance Code.
(GEM Rule 17.103(2)) as
ffenvironmental, Issuers may however publish a combined
governanceo. P11 e g corporate governance and ESG report if
Main Board Rule 13.91(1) (GEM Rule | appropriate.
17.103(1)) and the Guide cover
corporate governance.
21/02/2014 Chapters 14 | Chapters 26 13. Do the provisions on financial | No. The provisions on financial assistance in the
and 14A 19 and 20 assistance in the New CO affect the | New CO relate to the provision of financial

Rules relating to financial assistance for
issuers incorporated in Hong Kong?

assistance by a company or its subsidiaries for the
acquisition of its own shares only. The Rules
govern the provision of financial assistance by
issuers (whether for the acquisition of their own
shares or otherwise) and, as such, issuers
incorporated in Hong Kong must comply with any
applicable financial assistance provisions under
both the New CO and the Rules.
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28/11/2008

14.04,
14.29

19.04,
19.29

41.
Issue
10

If a listed subsidiary issues new shares
by way of a general mandate to acquire
assets, what are the notifiable
transaction implications for the listed
parent?

An allotment of shares by the listed subsidiary
would be a deemed disposal for the listed parent
and the transaction, depending on the size tests as
defined in Main Board Rule 14.04(9) / GEM Rule
19.04(9), may fall to be treated as a very
substantial disposal, major transaction or
discloseable transaction of the listed parent and be
subject to the relevant notifiable transaction
requirements under Main Board Chapter 14 / GEM
Chapter 19.

Furthermore, the acquisition of assets by the listed
subsidiary would constitute an acquisition of assets
by the listed parent (or its subsidiary). The
transaction, depending on the size tests defined in
Main Board Rule 14.04(9) / GEM Rule 19.04(9),
may fall to be treated as a very substantial
acquisition, major transaction or discloseable
transaction of the listed parent and be subject to
the relevant notifiable transaction requirements
under Main Board Chapter 14/ GEM Chapter 19.

14/12/2009

14.04(1)

19.04(1)

An issuer
subsidiary.

proposes to liquidate a

Is the proposed voluntary liquidation of
the subsidiary subject to the notifiable
transaction requirements?

The process of voluntary liquidation does not
constitute a Atransact.i
process may involve certain transactions that are
subject to notifiable transaction Rules, for example,
disposaloft he s ubadsatsi ar y ds

14/12/2009

14.04(1)

19.04(1)

Listco proposes to form a joint venture
with an independent third party.

In this case, the right of first refusal gives Listco or
the joint venture partner (as the case may be) the
right to acquire the

0
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According to the joint venture
agreement, the transfer of interest in the
joint venture by Listco or the joint
venture partner to any third parties is
subject to a right of first refusal of the
other shareholder. Is the grant of the
right of first refusal by/to Listco a
transaction under the notifiable
transaction rules?

venture before the other can dispose of it to any
third party. Granting the right of first refusal by/to
Listco is not a notifiable transaction given that (i)
no consideration is payable for the right and (ii)
Listco will still have the discretion on whether to
acquire or dispose of (as the case may be) the
interest in the joint venture when the right is
exercised. If Listco or the joint venture partner
exercises the right of first refusal, the disposal or
acquisition by Listco would be a transaction.

14/12/2009
(02/01/2013)

14.04(1)(a)

19.04(1)(a)

The court has ordered Listco to sell its
property to settle an outstanding loan.

Is the forced sale of the property by court
order subject to the notifiable transaction
requirements?

Since Listco is bound to follow the court order and
has no discretion to act in an opposite manner, the
sale of the property by the court order is not
regarded as a Atransa
notifiable transaction requirements are not
applicable in this situation. Nevertheless, if the
information is inside information which requires
disclosure under the Inside Information Provisions,
Listco must also simultaneously announce the
information under Main Board Rule 13.09(2)(a)/
GEM Rule 17.10(2)(a).

14/12/2009

14.04(1)(a)

19.04(1)(a)

Do the notifiable transaction rules apply
to share repurchases by an issuer?

Repurchases by an issuer of its own shares are
normally not subject to the notifiable transaction
rules.

28/02/2013
(01/07/2014)

14.04(1)(a),
14A.25

19.04(1)(a),
20.23

20

Company A is an associated company of
Listco. Company A proposes to issue
new shares to Mr. X (the Proposed
Issue).

The Proposed Issue is not a transaction for Listco
under both Chapters 14 and 14A as Company A is
not a subsidiary of Listco.
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The Proposed Issue would dilute
Listcob6s interest
transaction for Listco under Chapter 14?
Is it a connected transaction for Listco
under Chapter 14A if Mr. X is a
connected person of Listco?

28/09/2018 14.04(1)(a), 19.04(1)(a), | N/A 045- An issuer will enter into a lease | (a) Theissuer will recognise an asset representing
14.04(1)(c), 19.04(1)(c), 2018 transaction as a lessee and recognise its right to use the leased asset. This will be
14.04(2)(d), 19.04(2)(d), the right-of-use asset according to regarded as an acquisition of asset under the
14.04(2)(g), 19.04(2)(9), HKFRS/IFRS 16. definition of transaction set out in Main Board
14.07, 19.07, Rule 14.04(1)(a).

14.22, 19.22, (a) How should the issuer classify the

14.23, 19.23, lease under the definition of The classification of transaction into a finance
14A.24(1), 20.22(1), Atransactiono? lease or operating lease under Main Board
14A.24(3), 20.22(3), Rule 14.04(1)(c) or 14.04(1)(d) will not apply
14A.31 20.29 (b) Does the revenue exemption under where the issuer acts as lessee.

Main Board Rule 14.04(1)(g) apply
to the lease?
(c) How should it calculate the
percentage ratios for the lease?

(d) If the lease is entered into by the
issuer with a connected person, will
it be treated as a one-off connected
transaction or continuing connected
transaction?

(b)
(€)

(d)

No. The transaction is of a capital nature.

Listed issuers are required to compute the
assets and consideration ratios. The numerator
will be the value of the right-of-use asset
recognised by the issuer (which includes the
present value of lease payments) according to
HKFRS/IFRS 16.

Where the lease is subject to an agreement
with fixed terms, it is treated as a one-off
connected transaction (i.e. an acquisition of

194




Release Main Board | GEM Series | FAQ Query Response

Date (Last | Rules Rules No. No.

Update Date)

capital assets).

28/09/2018 14.04(1)(a), 19.04(1)(a), | N/A 048- HKFRS/IFRS 16 will become effective |Listed issuers are not required to re-comply with
14.04(1)(c), 19.04(1)(c), 2018 for annual accounting periods beginning |the notifiable or connected transaction Rules for
14.04(2)(d), 19.04(2)(d), on or after 1 January 2019. leases under fixed terms or framework agreements
14A.24(1), 20.22(1), entered into by the issuers before the adoption of
14A.24(3), 20.22(3), When listed issuers apply HKFRS/IFRS | HKFRS/IFRS 16. Where existing leases have
14A.31 20.29 16 retrospectively to recognise the right- [been  classified as continuing connected

of-use assets arising from existing | transactions under Chapter 14A of the Main Board
leases, are they required to re-comply | Rules, the issuers should continue to comply with
with the notifiable or connected |the relevant Rule requirements.

transaction Rules for these leases?

28/09/2018 14.04(1)(a), 19.04(1)(a), | N/A 052- Under a proposed transaction, | The transfer of the legal ownership of the asset
14.04(1)(e) 19.04(1)(e) 2018 Company A will transfer the legal | constitutes a disposal of asset by Company A and

ownership of an asset to Company B
and lease the asset back from Company
B. Company A has an option to buy back
the asset at the end of the lease period.

According to HKFRS/IFRS 16, the
proposed transaction will be accounted
for as a financing arrangement by each
of Company A and Company B (and not
a sale and leaseback transaction).

an acquisition of asset by Company B under Main
Board Rule 14.04(1)(a).

For Company B, the proposed transaction also
involves provision of financial assistance under
Main Board Rule 14.04(1)(e).
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How should Company A and Company
B classify the proposed transaction
under Chapter 14?

07/12/2018 14.04(1)(a), 19.04(1)(a), | N/A 046A - | An issuer will enter into a lease | (a) The recognition of a right-of-use asset in
14.07, 19.07, 2018 transaction as a lessee (e.g. lease of relation to the fixed lease payments will be
14A.24(1), 20.22(1) retail outlets for operating its retail regarded as an acquisition of asset under the
14A.31 20.29 business). definition of transaction set out in Main Board

Under the agreement, the annual lease
payment will include: i) a fixed dollar
amount (fixed lease payments); and ii)
a variable amount determined as a
percentage of the
generated from the leased properties
(variable lease payments).

According to HKFRS/IFRS 16, the
issuer will recognize a right-of-use asset
taking into account the fixed lease
payments. The actual variable lease
payments linked to sales will be
recognized as expe
profit or loss accounts in the periods in
which they are incurred.

(@) How should the issuer calculate the
percentage ratios for the lease
under Chapter 14 of the Main
Board Rules?

(b)

Rule 14.04(1)(a). The issuer is required to
compute the assets and consideration ratios
by using the value of the right-of-use asset as
the numerator. (see FAQ045-2018(a) and (c))

The variable lease payments linked to sales
will be expenses incurred by the issuer in its
ordinary and usual course of business. They
are revenue in nature and are not subject to
Chapter 14.

Where the lessor is a connected person:

(i) The recognition of a right-of-use asset
will constitute a one-off connected
acquisition. The issuer is required to
compute the assets and consideration
ratios by using the value of the right-of-
use asset as the numerator (see
FAQO045-2018(d))
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(b) If the lessor is a connected person,
how should the issuer classify the
lease under Chapter 14A of the
Main Board Rules?

(i) The variable lease payments linked to
sales will be recorded as expenses by
the issuer over the term of the lease.
They will be treated as a continuing
connected transaction under Main Board
Rule 14A.31.

The issuer is required to set annual caps
on the variable lease payments to be
made each year under the agreement,
and calculate the revenue, assets and
consideration ratios.

The lease will be classified under Chapter
14A by reference to the largest percentage
ratio.

(Note: There are other types of variable lease
payments (e.g. variable lease payments
depending on an index or rate) that are included in
the initial measurement of right-of-use asset under
HKFRS/IFRS 16. The treatment would be the
same as fixed lease payments for the purpose of
Chapters 14 and 14A))

17/04/2020

14.04(1)(a),
14.07

19.04(1)(a),
19.07

N/A

045A-
2018

An issuer (as a lessee) has entered into
a 5-year contract to lease a warehouse
from a third party and recognized the
right-of-use  asset according to
HKFRS/IFRS16.

(a) The proposed termination of lease will result in
a decrease in the amount of right-of-use asset
recognised by the issuer. This will be regarded
as a disposal of asset under the definition of
transaction set out in Main Board Rule
14.04(1)(a).
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If the issuer subsequently proposes to
early terminate the lease by the end of
the third year,

(a) how should the issuer classify the
termination of the lease under the
definition of ntr

(b) how should it calculate the
percentage ratios for the termination
of lease?

(b) The issuer should compute (i) the assets ratio
based on the value of the remaining right-of-
use asset; and (ii) the consideration ratio based
on the penalty or fee, if any, payable by the
issuer for terminating the lease.

28/09/2018

14.04(1)(c),
14.07

19.04(1)(c),
19.07

N/A

051-
2018

Under Main Board Rule 14.04(1)(c), the
definition of transaction includes
entering into or terminating finance
leases.

Does this Rule apply to a finance lease
where the issuer acts as a lessor? If yes,
how should the issuer calculate the
percentage ratios?

Main Board Rule 14.04(1)(c) applies. Under
HKFRS/IFRS 16, lessors will continue to classify
leases into operating leases or finance leases and
account for the two types of leases differently.

The issuer should calculate the percentage ratios
for (i) the disposal of the underlying asset and (ii)
the provision of financial assistance, and classify
the finance lease based on the highest percentage
ratio.

28/09/2018

14.04(1)(d),
14.07

19.04(1)(d),
19.07

N/A

049-
2018

Under Main Board Rule 14.04(1)(d), the
definition of transaction includes
entering into or terminating operating
leases which have a significant impact
on the operations of the listed issuer
concerned.

Yes. Under HKFRS/IFRS 16, lessors will continue
to classify leases into operating leases or finance
leases and account for the two types of leases
differently.
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Does this Rule apply to an operating
lease entered into by an issuer acting as
lessor?

28/02/2013
(01/07/2014)

14.04(1)(e),
14A.24(4)

19.04(1)(e),
20.22(4)

20

Listco is a property developer and from
time to time maintains term deposits and
balances with various banks. It now
proposes to place cash deposits with
Company A on normal commercial
terms.

Company A is a finance company
approved by regulatory authorities in the
Mainland. It only provides financial
services to its group companies
including Listco.

As Company A is a connected person,
the proposed placing of cash deposits
would be a connected transaction for
Listco under Chapter 14A. Would it also
constitute a transaction under Chapter
147

Yes. The proposed placing of cash deposits would
be regarded as Listco providing financial
assistance to Company A which falls within the
definition of Atransad
14.04(1)(e) and 14A.24(4).

28/02/2013
(01/07/2014)

14.04(1)(e),
14A.24(4)

19.04(1)(e),
20.22(4)

20

Mr . X is Listcobs
has been providing financial assistance
to support Listcob

Yes. Listco is liable for settling any payment made
through the corporate credit card. Allowing Mr. X
to use the card for payment of his personal
expenses is a means to provide financial
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Listco proposes to provide Mr. X with a | assistance to Mr. X. It falls within the definition of
corporate credit card for paymentofhis |Ait r ansacti ond wunder bo
travelling expense|l4A.24(4).
business. If he also uses the corporate
credit card for payment of his personal
purchases, Listco would set off the
payment against the amount due from
Listco to Mr. X.
Would the use of the corporate credit
card for payment q
expenses constitute a transaction for
Listco under Chapters 14 and 14A?
28/11/2008 14.04(2)(f) 19.040)( |7 4, Does the term Aj oi nt ven No. The term fjoint vV
under Main Board Rule 14.04(1)(f) /| Board Rule 14.04(1)(f) / GEM Rule 19.04(1)(f) may
GEM Rule 19.04(1)(f) only refer to an | refer to any entity in any form which is to be jointly
entity which will be accounted for as a | established by a listed issuer and any other party /
jointly controlled entity in the accounts of | parties, but is not limited to an entity which will be
the listed issuer concerned? accounted for as a jointly controlled entity in the
|l i sted i ssuerdés account
28/11/2008 14.04(2)(D), 19.04(0)(), |7 5. Main Board Rule 14.15(2) / GEM Rule | For the purpose of classifying a transaction
14.07 19.07 19.15(2) sets out the requirements for | involving formation of a joint venture entity, the

calculating the consideration ratio for a
transaction involving establishment of a
joint venture entity. Are the assets ratio,
profits ratio and the revenue ratio
applicable to a transaction involving
formation of a joint venture entity?

listed issuer is normally required to compute the
assets ratio and the consideration ratio, and the
consideration determined with reference to Main
Board Rule 14.15(2) / GEM Rule 19.15(2) would
form the numerator for each of these ratios. As to
the profits and revenue ratios, they would normally
be inapplicable as the joint venture entity would be

200



Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)
If the joint venture partner proposes to | newly set up and its profits and revenue figures
inject its assets (other than cash) as | would not be available.
capital contribution for setting up the
joint venture entity, is it necessary to | Nevertheless, where the formation of joint venture
calculate the percentage ratios for the | entity involves injection of assets (other than cash)
asset injection? by the listed issuer and/or any joint venture partner
into the joint venture entity, the listed issuer should
consider whether the transaction would result in an
acquisition and/or disposal of assets by the listed
issuer. In the circumstances described, if the joint
venture entity is to be accounted for as a subsidiary
of the listed issuer, the injection of assets by the
joint venture partner into the joint venture entity
would in effect result in an acquisition of such
assets by the listed issuer. The listed issuer should
compute the percentage ratios of such acquisition
for classifying the transaction.
30/09/2019 14.04(1)(9),1 | 19.04(1)(g), | N/A 057- (a) Does the revenue exemption under | (a) No. The revenue exemption applies to
4.22,14.23 19.22, 2019 Main Board Rule 14.04(1)(g) apply securities transactions only if they are carried
19.23 to the acquisitions and disposals of out by any member of

(b)

securities that are carried out by a
listed issuer for treasury
management purposes?

Is a listed issuer required to
aggregate  all its  securities
transactions within a 12 month
period for the purpose of the
notifiable transaction Rules?

is (i) a banking company; (ii) an insurance
company; or (iii) a securities house that is
mainly engaged in regulated activities under
the Securities and Futures Ordinance.

(b) The securities transactions will be aggregated
in accordance with Rules 14.22 and 14.23.
Normally the issuer is required to aggregate
its securities transactions if they are made
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(c) During the last six months, a listed within a 12 month period and fall under any
issuer acquired 3,000,000 shares in one of the following circumstances:
Company A, which was not a - they involve acquisition or disposal of
discloseable transaction based on securities or an interest in one particular
the size tests calculated on an company or group of companies; or
aggregated basis. The issuer they are entered into by the issuer with the
subsequently sold 1,000,000 shares same party or with parties connected or
in that company to a third party. otherwise associated with one another; or
they together lead to substantial
If the issuer proposes to acquire involvement by the issuer in a business
another 5,000,000 shares in activity which did not previously form part
Company A, how should it aggregate of t he | i sted i ssu
the proposed acquisition with the activities.
earlier transactions?

(c) In the circumstances described, the
transactions were made within a 12-month
period. The issuer should aggregate the
proposed acquisition of 5,000,000 shares in
Company A with its previous acquisitions of
2,000,000 shares. The numerator of the
consideration ratio would be the sum of i) the
consideration for the proposed acquisition of
5,000,000 shares and ii) the consideration for
2,000,000 shares last acquired by the issuer
prior to the current proposed acquisition.

28/11/2008 14.04(2), 19.04(2), 7 6. A listed issuer has published an audited | Under Main Board Rules 14.16 and 14.17 /| GEM
14.17 19.17 interim accounts. Rules 19.16 and 19.17, the profits and revenue

Can the listed issuer refer to profits and
revenue figures shown in such accounts

figures to be used by a listed issuer as the basis of
the profits ratio and revenue ratio must be the
figures shown in its latest published audited
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for computation of the profits ratio and
revenue ratio?

accounts.  This normally refers to the annual
accounts of the listed issuer as the use of the
profits and revenue figures shown in such
accounts would provide a more meaningful
measurement of the relative size of a transaction
to the listed issuer based on the profitability and
level of activity of a full financial year.

14/12/2009

14.07

19.07

How should an issuer compute the
percentage ratios for providing financial
assistance to a third party?

For assets ratio and consideration ratio, the
numerator will be the value of the financial
assistance plus any @Am
Main Board Rule 14.12/ GEM Rule 19.12) accruing
to the borrower.

The revenue ratio and profits ratio are applicable
when there is an identifiable income from providing
the financial assistance (e.g. interest income). The
annual amount will be used as the numerator for
calculating these ratios.

14/12/2009

14.07

19.07

Listco proposes to subscribe for some
convertible bonds issued by Company X
which is an independent third party.
Listco will have the sole discretion on
whether to convert the bonds into
Company X6s new sh
the terms of the bonds.

Is the subscription of the convertible
bonds a transaction for Listco under the
notifiable transaction rules?

Subscription of the convertible bonds is a form of
financial assistance provided by Listco to
Company X. Listco should compute the
percentage ratios for classifying the subscription
under the notifiable transaction rules.

When Listco proposes to exercise any conversion
rights attached to the bonds, it will have to comply
with the applicable notifiable transaction
requirements for the acquisition of an interest in
Company X.
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If Listco exercises the conversion rights | Under the notifiable transaction rules, it is
attached to the bonds, the acquisition of | acceptable for Listco to obtain prior shareholder
Company XO0s i nt er e]|approval for the exercise of the conversion rights
transaction or above. Can Listco seek | at the time of subscription of the convertible bonds
prior shareholder approval for any | provided that it can provide sufficient information to
exercise of the conversion rights when it | its shareholders to assess the transaction.
subscribes for the bonds?
21/05/2021 14.07, 19.07, N/A 073- A listed issuer proposes to grant a | No. The Proposed Loan should be classified on a
14A.87 20.87 2021 RMB20 millionloan( i Pr o p o s e)q standalone basis.
to its substantial shareholder, Mr. X.
Separately, the issuer has borrowed
funds (A1 s suer 6)fronh Ma X,
which remains outstanding at the time of
the Proposed Loan.
Can the issuer off
against the Proposed Loan when
calculating the percentage ratios under
Chapters 14 and 14A?
30/03/2004 14.07(2) 19.07(2) 1 44, Can negative goodwill be excluded | No. Negative goodwill must be included in
(February from total assets in calculating the | accordance with SSAP 30 which states that
2020) asset ratio? negative goodwill should be presented as a

deduction from the assets of the
enterprise, in the same
classification as goodwiill.

reporting
balance sheet

[Updated in February 2020]
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30/03/2004 14.07(2) 19.07(2) 1 45, On the acquisition of an asset, say an | Yes. If the book value of an asset to the vendor is
equity interest, will the total assets test | unknown, the issuer must use the value of assets
be applicable? to be recorded in its books as the numerator of the

total assets test. This would be the consideration
payable, together with liabilities assumed (if any).

14/12/2009 14.07(2) and | 19.07(2) 9 7. Do profits ratio and revenue ratio apply | The revenue and profits ratios are not applicable if

3) and (3) to an acquisition of fixed assets (e.g. | these assets do not have an identifiable income
equipment and machinery) by an issuer | stream.
for its own use in its ordinary and usual
course of business?

30/03/2004 14.07(3) 19.07(3) 1 46. If an issuer disposes of listed | If the target is not consolidated in the accounts of
investment, should it adopt the turnover | the issuer, it should use the dividend income as the
of the listed investment or the dividend | numerator. If the target is consolidated in the books
income from the listed investment as the | of the issuer, it should use the revenue as
numerator of the revenue test? disclosed in the annual report as the numerator.

30/03/2004 14.07(4) 19.07(4) 1 47. How should the market capitalisation be | Normally, in the absence of changes to the number

(February calculated? of shares in issue, market capitalisation will be

2020) calculated using the simple average closing price

for the five business days immediately before the
date of the transaction and the number of shares
in issue at the date of the transaction. Where such
calculation produces anomalous results, for
example, if there have been issues of new
securities during the five business day period
immediately before the transaction, the Exchange
may require issuers to submit alternative
computation that provides the most meaningful
basis of calculation of their market capitalisation.

205




Release Main Board | GEM Series | FAQ Query Response
Date (Last | Rules Rules No. No.
Update Date)

[updated in February 2020]
30/03/2004 14.07(4) 19.07(4) 1 48. Should the total market capitalisation | No. Market capitalisation is based on equity shares
(February include preference shares and warrants | only and should not include preference shares and
2020) when calculating the consideration | warrants.

ratio?

[updated in February 2020]
30/03/2004 14.07(4) 19.07(4) 1 49, How is the market capitalisation | The market capitalisation for the purpose of the
(01/10/2020) | 19A.38A 25.34C calculated if the issuer has unlisted | consideration test is calculated with reference to

shares or shares listed in other markets,
such as H-Share issuers with A and B
Shares?

the total issued share capital of the issuer.

(i) For an H-Share issuer with A and/or B Shares
listed on a PRC stock exchange, the market
value of A and/or B shares is calculated based
on the average closing price of the respective
shares for the five business days preceding the
date of the transaction.

(ii) For an H-issuer which has unlisted shares, the
market value of unlisted shares is calculated by
reference to the average closing price of its H
shares for the five business days preceding the
date of the transaction.

(iif) For an issuer dually listed on the Exchange and
an overseas stock exchange and has one class
of listed shares traded on both exchanges, its
market capitalisation is calculated based on the
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total number of issued shares and the average
closing price of the shares quoted on the
Exchange for the five business days preceding
the date of the transaction.

(Updated in October 2020)

30/09/2019
(01/10/2020)

14.07(4)
19A.38A

19.07(4)
25.34C

N/A

069-
2019

In the case of an H-share issuer whose
domestic shares are quoted on NEEQ,
how should the issuer calculate its
market capitalisation for the purpose of
calculating the consideration ratio of a
notifiable or connected transaction?

The market capitalisation is calculated based on
t he i ssuer 0s tot al nur
including H shares and domestic shares. The
market value of the domestic shares is calculated
by reference to the average closing price of its H
shares for the 5 business days preceding the
transaction.

(Updated in October 2020)

28/11/2008

14.07(5)

19.07(5)

A listed issuer proposes to settle the
consideration payable for an acquisition
by issuance of a convertible note.

Is the listed issuer required to calculate
the equity capital ratio? If yes, what
figure should be used as the numerator
of the equity capital ratio?

Yes. The listed issuer is required to calculate the
equity capital ratio. The numerator should be the
nominal value of the maximum number of shares
that may be issued by the listed issuer assuming
full conversion of the convertible note.

14/12/2009

14.07(5)

19.07(5)

10.

An issuer proposes to enter into an
acquisition. Its subsidiary will issue new
shares to the vendor to satisfy part of the
consideration.

The equity capital ratio is intended to apply to a
transaction involving issue of equity capital of the
listed issuer itself as consideration, including any
securities convertible
capital.
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Is the issuer required to calculate the
equity capital ratio for classifying the
proposed acquisition?

In this case, the equity capital ratio is not applicable
as the proposed acquisition involves issue of the
securities of a subsidiary but not the issuer.

30/03/2004

14.14

19.14

50.

For the purpose of computing the
revenue test of a banking company,
which figure should be used for the
denominator?

Net interest income plus other operating income.
Operating income is as defined in FD-1: Financial
Disclosure by Locally Incorporated Authorized
Institutions in the Supervisory Policy Manual
issued by the HKMA.

28/11/2008

14.15(4)

19.15(4)

A listed issuer proposes to acquire a
target company from a third party
vendor. The consideration for the
acquisition includes (i) a fixed amount of
cash and (ii) a further amount that may
be payable by the listed issuer after
completion of the acquisition upon
occurrence of certain future events.
Such further amount will be determined
based on the valuation of the target
company agreed by the parties at the
relevant time.

How should the listed issuer calculate
the consideration ratio?

Under Main Board Rule 14.15(4)/ GEM Rule
19.15(4), when calculating the consideration ratio,
if the listed issuer may pay consideration in the
future, the consideration is the maximum total
consideration payable under the agreement.

For the proposed acquisition of the target
company, the numerator of the consideration ratio
should include the fixed amount of cash as well as
the maximum value of the further consideration
that may be paid by the listed issuer in the future.
If the total consideration is not subject to a
maximum or such maximum value cannot be
determined, the proposed acquisition will normally
be classified as a very substantial acquisition,
notwithstanding the transaction class into which it
otherwise falls.

28/11/2008

14.16

19.16

A listed issuer has been publishing
unaudited quarterly results for the first 3
and 9 months of each financial year,
which include a condensed consolidated

For a GEM issuer, GEM Rule 19.16 provides that
the issuer must refer to the total assets shown in
its latest published audited accounts or half-year,
quarterly or other interim report (whichever is more
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Update Date)
balance sheet as at the end of the | recent) for the purpose of calculating the assets
reporting period. ratio. In the circumstances described, a GEM
issuer can refer to the total assets shown in its
Can the listed issuer refer to the total | latest published quarterly results when calculating
assets shown in the unaudited quarterly | the assets ratio.
results recently published by the listed
issuer when calculating the assets ratio? | For a Main Board issuer, Main Board Rule 14.16
provides that the issuer must refer to the total
assets shown in its latest published audited
accounts or interim report (whichever is more
recent). While the rule makes no references to
guarterly accounts, where the Main Board issuer
has adopted quarterly reporting as recommended
by the Code on Corporate Governance Practices
set out in Appendix 14 to the Main Board Rules, it
is acceptable for the issuer to refer to the total
assets shown in its recently published quarterly
results when calculating the assets ratio.
28/11/2008 14.16, 19.16, 7 10. A listed issuer has recently published the | Under Main Board Rules 14.16 and 14.17 / GEM
14.17 19.17 preliminary announcement of its results | Rules 19.16 and 19.17, the listed issuer should

for latest financial year according to the
Listing Rules. The listed issuer has not
yet published the relevant annual report.
When computing the assets ratio, profits
ratio and revenue ratio, can the listed
issuer refer to the figures shown in the
preliminary results announcement?

refer to the total assets, profits and revenue figures
shown in its latest published audited accounts.
Where the preliminary results announcement
published by the listed issuer is based on its
audited financial statements, the listed issuer
should refer to the audited figures shown in such
announcement for computing the assets, profits
and revenue ratios.

There may be situations where the audit of the
| i sted i ssuer 0s accoul
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completed and the listed issuer has published the
preliminary results announcement based on its
accounts which have been agreed with the
auditors. In such circumstances, the listed issuer
must ensure accuracy of the figures used for
computing the assets, profits and revenue ratios.
In rare circumstances, where any such figures
need to be revised in the audited accounts
subsequently available, the listed issuer should re-
compute the relevant percentage ratios and
comply with any additional requirements if the
proposed transaction should fall under a higher
classification.

30/03/2004
(February
2020)

14.16(1)

19.16(1)

52.

How should the total assets be adjusted
if the dividend has a scrip alternative and
subsequently scrip shares are issued?

If the dividend is proposed by a listed
subsidiary of the issuer, is any
adjustment required to be made by the
issuer to its total assets?

A scrip dividend will not have an impact on total
assets. However the issuer may not at the relevant
time be able to determine to what extent scrip
shares will be issued. Therefore where adjustment
is being made for the proposed dividend, the issuer
should assume that the total dividend is paid in
cash unless the number of scrip shares to be
issued is known.

Adjustment to total assets should be made to the
extent that the total consolidated assets will be
reduced by the dividend to be paid by the
subsidiary.

[updated in February 2020]
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30/03/2004
(February
2020)

14.20

19.20

53.

If an issuer has incurred a net loss in its
latest published accounts, is it still
required to submit a five tests calculation
for all potential notifiable transactions?

Yes, the issue is still required to submit a five tests
calculation, together with alternative tests in
respect of profit test (such as a gross profit
comparison) for our consideration.

[updated in February 2020]

28/11/2008

14.20,
14.04(1)(a)

19.20,

19.04(1)(a)

A listed issuer is proposing a group
restructuring under which one of its
wholly owned subsidiaries would
transfer certain fixed assets to a 70%-
owned subsidiary of the listed issuer at
fair value of the assets.

Is the proposed group restructuring
subject to the requirements under
Chapter 14 of the Main Board Rules/
Chapter 19 of the GEM Rules?

In the case of a group restructuring, the Exchange
will take into account the substance of the
transaction and its impact on the listed issuer group
as a whole when applying the notifiable transaction
requirements.

In the circumstances described, the proposed
group restructuring would involve a disposal of
fixed assets by one subsidiary and an acquisition
of the same assets by another subsidiary.
Calculations of the percentage ratios may produce
an anomalous result for the purpose of classifying
the transaction. The Exchange may accept
alternative size tests calculated by the listed issuer
based on the net disposal of the 1is
interest in the fixed assets.

14/12/2009

14.20,
14.07(2) and
(3), 14.17

19.20,
19.07(2)
and
19.17

3

The latest audited accounts of Listco
cover a period of 18 months due to the
change in financial year end date.

Should Listco use the annualised profits
and revenue for computing the profits
ratio and the revenue ratio?

While the Listing Rules require an issuer to
calculate the revenue and profits ratios based on
figures in its latest audited accounts, these
calculations may produce anomalous results in the
circumstances described and alternative size tests
using annualised figures may be acceptable.

211




Release
Date (Last
Update Date)

Main Board
Rules

GEM
Rules

Series
No.

FAQ
No.

Query

Response

Listco should consult the Exchange if it proposes
to adopt the alternative size tests.

28/11/2008
(01/10/2019)

14.20,
14.17,
14.18

19.20,
19.17,
19.18

11.

A listed issuer has published its latest
annual audited accounts. It has also
completed the disposal of a major
subsidiary to a third party after the year
end, details of which were disclosed by
the listed issuer.

The listed issuer now proposes to
acquire a target company. When
computing the assets ratio for such
acquisition, the total assets figure of the
listed issuer shown in its latest audited
accounts would need to be adjusted for
the disposal according to Main Board
Rule 14.18 / GEM Rule 19.18. When
computing the profits and revenue ratios
for the acquisition, would it be necessary
to adjust the | ist
revenue figures to exclude the results of
the disposed subsidiary?

The requirement of Main Board Rule 14.18/ GEM
19.18 only applies to the total assets figure of the
listed issuer.

Main Board Rule 14.17/ GEM Rule 19.17 provides
the circumstances under which the Exchange may
prepare to accept the exclusion of profits and
revenue from the discontinued operations of a
listed issuer for the purpose of the profits ratio and
revenue ratio respectively.

In the circumstances described, the disposal of a
major subsidiary may not fall under the situation
described in Main Board Rule 14.17 /| GEM Rule
19.17. Nevertheless, if the calculations of the
profits and/or revenue ratios produce an
anomalous result, the Exchange may require the
listed issuer to submit alternative size tests by
excluding the results of the disposed subsidiary
under Main Board Rule 14.20 / GEM Rule 19.20.
The listed issuer should consult the Exchange
when calculating the percentage ratios for the
proposed acquisition.

(Updated in October 2019)

28/11/2008

14.20,
14.28

19.20,
19.28

12.

A listed issuer proposes to acquire a
minority interest in a target company

The proposed transaction involves acquisition of
an equity capital. According to Main Board Rule
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(5% of its equity capital) as an
investment which will be classified as
available-for-sale financial assets in the
|l i sted i ssuerbs ac

How should the listed issuer compute
the assets ratio, profits ratio and revenue
ratio?

14.28/ GEM Rule 19.28, when calculating the
assets, profits and revenue ratios, the value of the
target companyds total
calculated in accordance with Main Board Rule
14.27/ GEM Rule 19.27 is to be multiplied by the
percentage of equity interest being acquired by the
listed issuer.

However, where these percentage ratios produce
an anomalous result, listed issuer may submit
alternative tests for t
pursuant to Main Board Rule 14.20 / GEM Rule
19.20. In the circumstances described, it is
normally acceptable for the listed issuer to use the
fair value of the interest in the target company to
be acquired (determined in accordance with the
applicable accounting standards adopted by the
listed issuer) as the numerator of the alternative
test to the assets ratio. As to the profits and
revenue ratios, the listed issuer may submit
alternative tests calculated with reference to the
dividend declared by the target company and any
dividend policy established by the target company
for the Exchangeds cons

28/11/2008

14.22

19.22

14.

A listed issuer has recently completed
an acquisition of the 80% interest in a
target company, which constituted a
major transaction, and it had complied
with the applicable requirements under
the Listing Rules. The listed issuer now

The Exchange would consider the proposed
acquisition and the completed transaction as a
series of transactions as they involve acquisition of
interest in one particular company and are entered
into by the listed issuer within a short period of
time.
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proposes to acquire the remaining 20%
interest in the same company which will
by itself constitute a discloseable
transaction.

Would the Exchange apply Main Board
Rule 14.22/ GEM Rule 19.22 to
aggregate the proposed acquisition with
the previous major transaction in the
following scenarios?

(@) The proposed acquisition when
aggregated with the completed
transaction would be classified as a
major transaction.

(b) The proposed acquisition when
aggregated with the completed
transaction would be classified as a
very substantial acquisition.

In determining whether to aggregate these
transactions, the Exchange would also take into
account the classification of the completed
transaction, and whether the series of transactions
when aggregated would result in a higher
transaction classification and therefore be subject
to additional Rule requirements.

In scenario (a), the listed issuer had complied with
the major transaction requirements in respect of
the completed transaction and the Exchange
would not require the listed issuer to reclassify the
proposed acquisition by aggregating it with the
completed transaction.

In scenario (b), the Exchange would require the
listed issuer to aggregate the proposed acquisition
with the completed transaction and the listed issuer
would need to comply with the very substantial
acquisition requirements in respect of the
proposed acquisition.

28/11/2008

14.22

19.22

15.

A listed issuer has recently completed
an acquisition which did not constitute a
notifiable transaction. The listed issuer
now proposes another acquisition which
will constitute a discloseable transaction
on a standalone basis. However, these
acquisitions when aggregated would be
classified as a major transaction.

Normally, the major transaction requirement would
only apply to the currently proposed acquisition but
not the previous acquisition.

Nevertheless, the listed issuer should ensure
adequate information relating to the previous
acquisition be disclosed in the announcement and
circular of the proposed acquisition if such
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If the Exchange requires aggregation of
the currently proposed acquisition with
the previous acquisition, Main Board
Rule 14.22 /| GEM Rule 19.22 provides
that the listed issuer must comply with
the requirements for the relevant
classification of the transaction when
aggregated. How would the major
transaction requirement apply to these
acquisitions?

information is necessary for shareholders to make
a properly informed decision on how to vote in
respect of the proposed acquisition.

14/12/2009

14.22

19.22

11.

The Listing Rules provide that the
Exchange may require an issuer to
aggregate a series of transactions if they
are all completed within a 12 month
period or are otherwise related.

How i s the A12 mont

T with reference to the date of

completion of the transactions or to their
agreement dates?

The fA12 month periodo
reference to the completion date of the previous
transaction(s).
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26/05/2010 14.22 19.22 GL52- | 14. If an issuer completes a series of | Yes. The principles of aggregation under Rule
(February 13 acquisitions with different parties within | 14.22 apply to transactions undertaken by all listed
2020) Append a 12 month period, each of which is not | companies, including those that enter into a series
ix 1 major (as defined in Chapter 14) but | of small acquisitions of Mineral or Petroleum
their cumulative size exceeds the 25% | Assets.
threshold, will this company be treated
as a Mineral Company upon completion | [Updated in February 2020]
of the transactions?
21/05/2021 14.22,14.23 | 19.22, N/A 074- A listed issuer proposes to acquire | Normally the issuer is required to aggregate its
19.23 2021 certain wealth management products | investment in wealth management products

(e.g. index or asset linked deposits) from
a licensed bank (Bank A) for treasury
management purpose. It holds other
wealth management products issued by
Bank A and other banks.

How should the issuer compute the
percentage ratios for the proposed
transaction under Chapter 14?

acquired from the same bank.

In computing the percentage ratios, the numerator
of the assets ratio and the consideration ratio
would be the sum of the acquisition costs of (i)
wealth management products to be acquired under
the proposed transaction and (i) wealth
management products which were acquired from
Bank A which remain outstanding at the time of the
proposed transaction. The numerator of the
revenue ratio and profit ratio would be calculated
based on the aggregate annual interest income
recognised by the issuer from these products.
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28/09/2018 14.22, 19.22, N/A 046- An issuer from time to time enters into | There will be no change in the application of the
14.23, 19.23, 2018 leases (e.g. leases of properties, or | aggregation Rules to lease transactions after the
14A.24(1), 20.22(1), leases of machinery and equipment) | issuer adopting HKFRS/IFRS 16.
14A.24(3), 20.22(3), that are necessary for its business
14A.31 20.29 operations. In the circumstances described, generally the

Will the issuer be required to aggregate
its lease transactions entered into with
the same party within a period of 12-
months?

Exchange would not require aggregation of the
lease transactions solely because they are made
with the same party. When applying the
aggregation Rules, the Exchange would consider
whether the lease transactions are connected or
related in substance and whether there is a
concer nsphitmgpbutoffi a | ease
smaller ones to circumvent the
notifiable/connected transaction requirements. It
would take into account relevant factors including:

- whether the leases are made under a master
agreement or negotiated and concluded at the
same time;

- whether the leased assets form part of one
asset, and/or

- whether the leases would together lead to
substantial involvement by the issuer in a new
business activity.

(See also Listing Decisions LD76-3 (2009) and
LD64-1 (2008) where the principles and guidance
provided also apply to leases of properties or fixed
assets by issuers.)
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Nevertheless, as the Exchange would have to
consider all relevant facts and circumstances of the
particular case when determining whether
aggregation of transactions is required, the issuer
should consult the Exchange as required under
Main Board Rule 14.23B or 14A.84.

14/12/2009 14.23A 19.23A 9 12. Main Board Rule 14.23A provides that

the Exchange will not aggregate a series
of transactions carried out by an issuer
in the course of construction,
development or refurbishment of an
asset for the iss
ordinary and usual course of business if
the sole basis for aggregation is that the
transactions form parts of one asset.

Does the Rule apply to the transactions
carried out by Listco in the course of
construction of a property for (1) its own
use as an office; or (2) rental purpose as
an investment property?

(1) Given that the property is constructed for
Listcobés own use in
course of business, the Rule will apply in the
circumstances described.

(2) The Rule will apply if property investment is an
ordinary and usual course of business of
Listco.

In the above situations, Listco should note that
each individual contract or agreement with a third
party vendor is itself a transaction and subject to
the notifiable transaction requirements if it exceeds
the threshold(s) triggering the notifiable transaction
rules.
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28/11/2008 14.23A, 19.23A, 8 43 Should an issuer consult the Exchange | No. The purpose of the Rules is to provide

(February 14A.84, 20.82, under Main Board Rule 14.23B (GEM | guidance to issuers to comply before entering into

2020) 14A.85. 20.83, Rule 19.23B) if: the transaction. Circumstances in (a) and (b) do

14A.86 20.84 not involve any risk of non-compliance with the
(@) the proposed transactions, even | Rules.
when aggregated with the previous
transaction(s), will not exceed the | [updated in February 2020]
percentage ratios to be treated as a
notifiable  transaction or a
connected transaction subject to
the announcement, reporting and/
or sharehol der
requirements; or
(b) the issuer has already decided to
aggregate the proposed transaction
with the previous transaction(s) and
comply with the requirements for
the relevant classification of the
transaction when aggregated?

20/05/2010 14.24 19.24 11 9. Under the amended rule, if a transaction | The rule amendment only clarifies the content
involves a major acquisition and a | requirements for the circular. It does not change
discloseable disposal, does it mean that | the requirement as to how to classify a transaction
only the acquisition and not the disposal | as a whole to determine whether shareholder
requires shareholder approval? approval is required. In the circumstances

described, the transaction as a whole would be
classified as a major transaction and requires
shareholder approval.

20/05/2010 14.24 19.24 11 10. Listco proposes to sell its interest in a | As the acquisition is a discloseable transaction, the

subsidiary in return for cash and the

circul ar need not cont a
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buyerd s i nterest infthe target or a valuat
Transaction). The sale of the subsidiary | property interests.
is a major transaction and the acquisition
of the target is a discloseable | The circular also does not need to contain pro
transaction. forma financial information on the Transaction
because the Rules do not require this information
Does the circular need to include the | for a major disposal or a discloseable acquisition.
following information?
- an accountantso 1
company
- avalwuation repor
property interests (the target is a
property company)
- pro forma financial information
showing the impact of the
Transaction on Listco
28/11/2008 14.26, 19.26, 7 13. A listed issuer proposes to acquire an | Under Main Board Rules 14.26 and 14.27/ GEM
14.27 19.27 equity interest in a target company which | Rules 19.26 and 19.27, the numerators of the

has commenced operation for less than
one year. Would the listed issuer be
required to use the annualized profits or
revenue (as the case may be) of the
target company as the numerators of the
profits ratio or the revenue ratio?

profits ratio and the revenue ratio are to be
calculated by reference to the profits and revenue
attributable to the t 4
disclosed in its accounts.

Listing Rules do not require the listed issuer to
annualize the profits or the revenue of the target
company when computing the percentage ratios.
However, the results of such calculations may be
regarded by the Exchange as anomalous and
alternative tests may be required to assess the
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relative size of the target company compared to the
listed issuer group.

28/11/2008

14.29,
14.04

19.29,
19.04

42.
Issue
10

If a listed subsidiary conducts a placing
of new shares by way of a general
mandate, would it also constitute a
notifiable transaction for the listed
parent?

An allotment of shares by the listed subsidiary
would also be a deemed disposal for the listed
parent as it would result in a reduction in the
percentage equity interest of the listed parent in
such subsidiary. Accordingly, the transaction,
depending on the size tests as defined in Main
Board Rule 14.04(9) / GEM Rule 19.04(9), may fall
to be treated as a very substantial disposal, major
transaction or discloseable transaction of the listed
parent and subject to relevant notifiable transaction
requirements under Main Board Chapter 14 and
GEM Chapter 19.

Where the size of the deemed disposal falls to be
a major transaction or above, the placing is subject
to approval by shareholders of the listed parent.
The Exchange ordinarily expects the listed parent
in these circumstances to maintain control over the
matter by making the general mandate of the listed
subsidiary conditional on it not triggering a major
transaction for the listed parent. Issuers should
make prior consultation with the Exchange if they
anticipate any practical issues relating to
compliance in this connection.

29/7/2022

14.32A
14.15(1)

19.32A
19.15(1)

N/A

096-
2022

A subsidiary of an issuer proposes to
adopt a scheme for granting share

(@) The disposal will be classified using the
assets, revenue, profit and consideration
ratios calculated based on the size of the
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awards and options to participants of the scheme mandate, i.e., the maximum number
scheme. of shares of the subsidiary that may be issued
or transferred in respect of awards and
(&) Which percentage ratios apply for options to be granted under such mandate.
classifying the disposal of the
i ssuer 6s inter es]|(b) Theissuershould use the higher of (i) the fair
from the grants of awards and value of the consideration (i.e. the grant price
options under the scheme? of share awards or the exercise price of share
options); and (i) the fair value of the interests
(b) Which figure should be used as the of the subsidiary to be disposed of (see Main
numerator for calculating the Board Rule 14.15(1) (GEM Rule 19.15(2))).
consideration ratio?
28/11/2008 14.40 19.40 7 16. Listco A proposes to vary certain terms | Depending on the nature and materiality of the

of a major transaction after it has been
approved by its shareholders.

The resolutions pas:
shareholders in respect of the major
transaction have given the directors the
authority to take all steps necessary or
expedient to implement the major
transaction. Will Listco A be required to
re-comply with the shareho
approval requirement in respect of the
revised transaction?

changes in the terms, Listco A may be required to
recompl y wi t h t he s ha
requirement for the revised transaction.

In the circumstances described, while the directors
of Listco A are authorised to take steps that they
consider necessary or expedient to implement the
major transaction, any changes to the terms of the
transaction so made by the directors should be
non-material as a material change would in
substance give rise to a new transaction and
should not be made wit
approval.
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14/12/2009 14.44, 19.44, 9 18. Listco proposes a major transaction | Under Main Board Rule 14.86, the Exchange will
(01/03/2019) | 14.86 19.86 involving acquisition of a target | not accept a written shareholder approval of a
company. Listco® controlling | major transaction if the reporting accountants give
shareholder holds 60% of Listco and has | a modified o pi ni on i n t he a
given written approval for the | Listco should convene a general meeting to seek
acquisition. shareholder approval of the major transaction.
If Listco subsequently becomes aware
that the reporting accountants would
issue a modified opinion in the
accountant s 6 r of ptoer target
company, is Listco required to convene
a general meeting to seek shareholder
approval of the major transaction?
14/12/2009 14.44, 19.44, 9 17. An issuer proposes to obtain written | The Listing Rules do not specifically require an
(01/07/2014) | 14A.06(5), 20.06(5), shareholder approval of a major|i ssuer to seek the Exch
14A.37 20.35 transaction and make relevant | written shareholder approval of a major

disclosure in the announcement. Does
the issuer need to
prior approval of this arrangement
before it publishes the announcement?

transaction. Nevertheless, if the written approval
is to be given by a group of shareholders, the Rules
require the issuer to provide sufficient information
to the Exchange to demonstrate that the
sharehol der s ar e a i c
sharehol der so.

If the major transaction is also a connected
transaction, a waiver from convening the general
meeting is required under the connected
transaction rules.
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28/11/2008
(01/10/2019)

14.58(2),
14.58(3)

19.58(3),
19.58(4)

17.

Main Board Rule 14.58(2) / GEM Rule
19.58(3) requires the announcement of
a notifiable transaction to disclose the
identity of the counterparty.

Is a listed issuer required to disclose the
identity of the ultimate beneficial owner
of the counterparty in the announcement
of a notifiable transaction?

Main Board Rules 14.58 to 14.60 / GEM Rules
19.58 to 19.60 set out the minimum disclosure
requirements for announcements of different types
of notifiable transactions.

Main Board Rule 14.58(3) / GEM Rule 19.58(4)
requires the announcement to contain a
confirmation that the counterparty and its ultimate
beneficial owner are independent of the listed
group and the connected persons of the listed
issuer. Disclosure of the identity of the
counterpartyods wultimate
required under this rule where they are not
independent third parties.

Notwithstanding the above, when determining the
amount of information that needs to be disclosed
in a notifiable transaction announcement, the listed
issuer must also observe the general principle for
disclosure under Main Board Rule 2.13/ GEM Rule
17.56 and disclose information (including the
identity of the <counte
owner) that enables shareholders and investors to
make an informed assessment of the transaction.

(Updated in October 2019)

14/12/2009

14.58(5)

19.58(6)

13.

The Listing Rules require an issuer to
disclose in the announcement the basis
for determining the consideration for the

The disclosure is intended to help shareholders
understand how theissuer 6 s di rect o
the consideration. The level of detail will depend
on the circumstances of each case.
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transaction. How much detail should be
provided by the issuer?

Nevertheless, the directors are normally expected
to describe the key factors that they have taken
into account when making the determination.

28/11/2008

14.58(6)

19.58(7)

18.

Main Board Rule 14.58(6) / GEM Rule
19.58(7) requires disclosure of the book
value of the assets being the subject of
the notifiable transaction in the
announcement.

In the case of an acquisition of equity
capital, should the total assets or the net
assets of the target company be
disclosed in the announcement?

It is normally acceptable for the listed issuer to
disclose the net asset value shown in the target
companyo6s | at est accou
Board Rule 14.04(2)(b) / GEM Rule 19.04(2)(b).

Nevertheless, the listed issuer should also disclose
any other material information concerning the
assets and liabilities of the target company that the
issuer considers necessary to enable shareholders
and investors to properly assess the value of the
target company under Main Board Rule 2.13/ GEM
Rule 17.56.

28/11/2008

14.58(6),
14.58(7)

19.58(7),
19.58(8)

19.

A listed issuer proposes to acquire
interest in a target company which uses
accounting standards different from
those of the listed issuer.

When disclosing th
financial information required under
Main Board Rules 14.58(6) and (7)/
GEM Rules 19.58(7) and (8), can the
listed issuer refer to the relevant figures
shown in the t arget c
accounts?

Under Main Board Rule 2.13 / GEM Rule 17.56,
the listed issuer must ensure the information
contained in its announcement be accurate and
complete in all material respects and not
misleading or deceptive.

In circumstances described, reference can be
made to Main Board Rule 14.07/ GEM Rule 19.07
which requires the listed issuer to perform, where
applicable, an appropriate and meaningful
reconciliation of the relevant figures of the target
company for the purpose of calculating the
percentage ratios. In such situation, the listed
issuer should consider disclosing the target
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company®o6s financi al i n
accounting standards of the listed issuer for the
purposes of Main Board Rules 14.58(6) and (7)/
GEM Rules 19.58(7) and (8).

Where the listed issuer discloses relevant figures
shown in the target co
purposes of Main Board Rules 14.58(6) and (7)/
GEM Rules 19.58(7) and (8), it should make
reference to the accounting standards adopted by
the target company and where applicable, provide
an explanation of any principal differences
between the accounting standards of the listed
issuer and the target company which may have a
material impact on the financial information of the
target company contained in the announcement.

28/11/2008

14.58(7)

19.58(8)

20.

Main Board Rule 14.58(7)/ GEM Rule
19.58(8) requires listed issuers to
disclose in the announcement the net
profits (both before and after taxation
and extraordinary items) attributable to
the assets which are the subject of the
transaction for the two financial years
immediately preceding the transaction.

Is the requirement applicable to a
transaction involving acquisition or
disposal of real property? If yes, what
information should be disclosed?

It would depend on whether the property to be
acquired/ disposed of by the listed issuer is a
revenue-generating asset with an identifiable
income stream. Where the listed issuer proposes
to acquire/ dispose of a property held for rental
purpose, it would be required to disclose the net
rental income generated from such property before
and after taxation taking into account all related
disbursements such as expenses for managing the
property and allowances to maintain it in a
condition to command its rent.
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