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QUESTIONNAIRE ON PERIODIC FINANCIAL REPORTING

The purpose of this questionnaire is to seek views and comments from market users and interested
parties regarding the issues discussed in the Consuitation Paper on Periodic Financial Reporting
published by The Stock Exchange of Hong Kong Limited (the Exchange), a wholly-owned
subsidiary of Hong Kong Exchanges and Clearing Limited (HKEX), in August 2007.

Amongst other things, the Exchange seeks comments regarding whether the current Main Board
Listing Rules and Growth Enterprise Market (GEM) Listing Rules (together the Rules) should be

amended.

A copy of the Consultation Paper and this questionnaire can be obtained from the Exchange or at
http://'www.hkex.com.hk/consul/paper/consultpaper.htm.

Please return completed questionnaires no later than 5 November 2007 by one of the following
methods:

By mail or Corporate Communications Department
hand delivery Re: Consultation Paper on Periodic Financial Reportmg
to: Hong Kong Exchanges and Clearing Limited

12th Floor, One International Finance Centre
1 Harbour View Street, Central

Hong Kong
By fax to: (852) 2524-0149
By email to: pir@hkex.com.hk

The Exchange’s submission enquiry number is (852) 2840-3844.
Please indicate your preference by ticking the appropriate boxes.

Where there is insufficient space provided for your commenis, please atrgch additional pages as
necessary. '




Half-year reporting

Question 1: Do you agree that the time allowed for the release of half-year results announcements
and reports should be shortened from three months to two months after the relevant financial period
end?

<] Yes

] No

Please state reasons for your views.

To maintain its role as a regional financial centre, HK needs to keep abreast of its financial
reporting practice with international standards. Experience from overseas has shown that the
time allowed for the release of half-year results announcements within 2 months after the relevant
financial period ends is both pracncable and welcomed by the investment community. The
HKIoD believes that listed companies should have established an efficient financial reporting and
internal control system to the extent that the proposed shortening from 3 months to 2 months
should be feasible.

Question 2: Do you agree that the new reporting deadlines should be introduced in phases;
specifically:

(a) “large companies™ (as defined pursuant to Question 3 below) being requlred to comply with
the new Rules first; and

(b)  to allow a transitional period of two years for other companies to meet the new deadlines?

] Yes

<] No

Please state reasons for your views.

Though some members of the HKIoD support a transitional period for other companies (so that—l
they may organize internal resources and improve the necessary financial accounting system), the
majority view argue that the Listing Rules and any amendments should be generally applied to all
listed companies on a fair and equitable basis. In a nutshell, there need be no distinction between
large and small cap. Our members believe that it is easier for small cap companies to adapt to
quarterly reporting than the large cap companies owing to the usually simpler corporate and
financial structure of the small cap companies. Furthermore, the distinction between larger and
small cap companies is arbitrary and subject to challenge (e.g., given the year-to-date stock price
performances, a handful of companies within the "other" definition may now become "large

companies".).




Question 3: Do you agrec that “large companies” should mean companies with a market
capitalisation of $10 billion or more as at 31 December 2006 and, in the case of issuers that are
newly listed after 1 January 2007, those with an initial market capitalisation of $10 billion or more
on the date of listing? (For more detail, please see paragraph 21 of the Consultation Paper.)

il Yes
4] No

Please state reasons for your views.

While the Consultation Paper has apparently presented some interesting statistics on the proposed
definition of large companies, the majority view of our members believe that the new reporting
deadlines should be introduced at the same time for all listed companies. Hence, the HKJoD
believes that there should be 1rnpr0vement in the perlod of financial reportmg and that such
improvement has nothing to do with firm size. TFirm size is not an issue as far as compliance is

concerned.

Question 4. Do you agree that the coramencement dates for the accelerated reportmg deadlines for
half-year reporting for Main Board issuers should be:

(a) “large companies” — half-year accounting periods ending on or after 30 June 2008;

(b) other companies — half-year accounting periods ending on or after 30 June 20107

O Yes
eyl No

Please state reasons for your views. Please also comment, including reasons, it you have other
suggested commencement dates.

Again, though some members of ours favor a transitional period for other; companies, the majority
view of the HK]oD is that there should be one commencement date for all listed companies. And
as far as the commencement date is concerned, the HKIoD believes that 30Lh June 2008 (the earlier

date) is the preferred one.

Annual reporting

Question 5: Do you agree that the time allowed for the release of annual results announcements and
reports should be shortened from four months to three months after the relevant financial period

end?

X Yes




P

] No

Please state reasons for your views.

The majority view of the HKloD supports the proposed shorterning from 4 months to 3 months as
it will allow investors to obtain financial information in a timely manner for their evaluation
purpose. However, the HKIoD would like to caution the HKEx regarding | the divergence of the
annual results announcement period between HK and the Mainland. If the perlod in HK has to
be shorterned from 4 months to 3 months, that will put those dually listed companies in both HK
and the Mainland in a difficult position as they will be compelled to announce their annual results
1 month earlier in HK than the current Mainland requirements. This would inevitably create
assymetric markets for the same company between HK and the Mamland In order to attract
potential Mainland companies to list in HK, the annual results announcement periods should be in
line between the HKEx and the Mainland exchanges.  Perhaps the HKEx should
consult/coordinate the relevant PRC regulatory authorities on this issue as Well

Question 6. Do you consider that the new three month reporting deadlinegshould be introduced in
phases such that: :

(a) “large companies” (as defined pursuant to Question 7 below) woulfd be required to comply
with the new Rules first; and ‘

(b)  there would be a transitional period of two years for other compames to meet the new

deadline?
] Yes
X No

Please state reasons for your views.

As stated in our answer to Q2, application of new rules and regulationsj should be applied fairly

and equitably among all listed companies without considering the size ofia firm.




Quesnon 7. Do vou agree that, for these purposes, “large companies” should have the same
meaning set out in Question 3 above (and paragraph 21 of the Consuliation Paper)'?

(] Yes
B No

Please state reasons for your views.

Again, as stated in our previous answers (in particular our answer to Q2); the HKIoD does not

support an arbitrary distinction between large and small companies and beheves that the proposed
new rules and regulations be implemented fairly and equitably to all listed compames

]

Question 8: Do you agree that the commencement dates for the accelerated reportmg deadlines for
annual reporting for Main Board issuers should be: -

(a) “large companies” — annua) accounting periods ending on or after 31 fDecember 2008;

§2) other companies — annual accounting periods ending on or afier 31 Diécember 20107

1 Yes
X No

Please state reasons for your views. Please also comment, including reasons, if you have other
suggested commencement dates.

As stated in our reasons above, the HKIoD does not agree a different treatment between listed
companies by an arbitrary and subjective definition on the firm size.

Mandatory quarterly reporting for Main Board issuers

Question 9: Do you agree that mandatory quarterly reporting should be 1ntroduced for Main Board
issuers? :

X Yes
il Ne

Please state reasons for your views.

[ The HKIoD strongly supports a mandatory quarterly reporting for all lisied companies as this has
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become a requirement for companies listed in either the US and the PRC already. And for
companies whose shares are listed both in HK and the Mainland, quarter]y reporting is already

being made in HK.

Question 10: Do you agree that Main Board issuers should publish their quarter]y reports within 45
days after the period end?

X Yes

1 No

If you believe that a reporting deadline for quarterly reporting other 1{han 45 days is more
appropriate, please state your preference. Please also state reasons for your views,

While the HKIoD supports in principle a timely disclosure of financial accounts and the
conformance of our practice with the requirements of other Exchanges, we find that strict
compliance with the 45-day rule may not be possible for some companies with less efficient
financial reporting system. The HKIoD therefore would like to i)ropose to adopt the
“comply-or-explain” approach so that companies which cannot release ‘their quarterly reports
within 45 days have to explain why they cannot do so. -

Question 11: Do you agree that quarterly reports of Main Board issuefrs should include as a
minimum all the information set out in Table 8 of the Consultation Paper? |

B Yes
] No

Please state reasons for your views. Please also comment, together w1th ‘reasons, on those items
which you believe may be considered to be added to Table 8. i

The minmum requirements as set out in Table 8 should provide invéstors with the required
information to assess the financial performance of a listed company on a continuous basis with
that of the annual and interim accounts. :




Question 12: Do you agree that a condensed consolidated income statemen\f in a quarterly report
should contain the following information, together with prior year comparatives:

{a) current quarter results; and

(b)  cumulative year-to-date results?

X Yes
] No

Please state reasons for your views.

Yes! This is not only a well established presentation format in other exchanges but it also
facilitates investors to have an immediate grasp on a company's financial pérformance both on the
quarter and year-to-date basis. The lack of a cumulative year-to-date | results will make the
guarter results alone becoming incomplete and biased.

Question 13: Do you believe that the following information, together with ﬁrior year comparatives,
should also be provided in the condensed consolidated income statement 1n 'the guarterly report for
a third quarter (see paragraphs 60 and 61 of the Consultation Paper):

(a) the first quarter results; and

(b) immediately preceding quarter resuits?
<] Yes
N No

Please state reasons for your views.

Though some of our members argued that recapping the 1Q and the' immediately preceding
quarter resuits may be time consuming and less efficient and may causeiconfusion to the public,
the majority view of the HKIoD is that the recap may enable investors w1th a more efficient and
direct compairson of the 3Q results with that of the previous quarters.

Question 14: Do you agree that printing and mailing of hard copies of quarterly reports to all
shareholders and holders of the company’s other securities should not be required but listed issuers
should be required to publish their quarterly reports on the HKEx website and the listed issuer’s

own website?

< Yes
]:] No

Please state reasons for your views.




As shareholders have a right to ask for hard copies of the published aécounts, it should be
acceptable for the quarterly report to be released through internet.

Question 15: Do you agree that the new quarterly reporting requirements should be introduced in
phases with: :

(a) “large companies” (as defined pursuant to Question 3 above) being reqmred to comply with
the new Rules first; and

(b)  other companies allowed a transitional period of two years to meet the; new deadlines?

O Yes
R No

Please state reasons for your views.

Please see the position of the HKIoD as stated in our answer to Q2.

Question 16: Do you agree that the commencement dates for the new quarterly reporting
requirements for Main Board issuers should be: -

(a) “large companies” — three months quarterly accounting periods cndmg on or after 30
September 2008; and ‘

(b)  other companies — three months quarterly accounting periods endlng on or after 30

September 20107
] Yes
X No

Please state reasons for your views. Please also comment, including reasons if you have other
suggested commencement dates.

Again, please refer to our reasons as stated in our answer to Q2.

Alignment of GEM Rules to proposed Main Board Rules on quarterly Ereporting

Question 17: Do you agree that the same disclosure and publication requirements for quarterly
reporting should apply to Main Board and GEM issuers?

[X] Yes




] No

Please state reasons for your views.

Any difference in the new requirements may cause confusion to investors.

Question 18: Do you agree that GEM issuers should be required to comply vsfith the new disclosure
reguirements starting from their three months quarterly accounting periods endmg on or after 30
September 20107

4 Yes
1 No

Please state reasons for your views.

GEM issuers tend to have less resources at their disposal and hence they nﬁay need more time to
familize themselves with the new requirements. Hence, a time lag given to GEM issuvers should
allow them to get prepared for the new requirements.

Question 19: Do you agree that the reporting deadline for the new GEM qua}terly reports should be
the same as the reporting deadline for Main Board quarterly reports even 1f that means extending
the reporting deadline for GEM guarterly reports? :

X Yes
] No

Please state reasons for your views.

Any difference in the new requirements may cause confusion to investors.

Question 20: Do you have any other comments in respect of the issues discussed in the
Consultation Paper? If so, please set out your additional comments.

While the HKIoD fully supports the spirit of the Consultation Paper, wr;: would like to draw the
HKEX to a number of issues that HK may face in implementing the quarterly reporting. They
are: (i) the insufficient number of experienced INEDs, (ii) comply-or-explain approach may give
some legroom for those companies which may not be able to fully comply with the new
requirements, (iii) implication to the practice of sharcholders communication and investors
relations (the market may need further guidelines from the HKEXx]. ‘
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