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Dear Sirs
RE: EMERGING AND INNOVATIVE COMPANIES CP

We refer to The Stock Exchange of Hong Kong Limited's ("HKEx") Consultation Paper titled "A
Listing Regime For Companies From Emerging and Innovative Sectors” (the "Consultation
Paper") issued on 23 February 2018. Terms used in our comments below have the same
meanings as those defined in the Consultation Paper.

Restrictions on Cornerstones

In respect of the Restrictions on Cornerstones set out at paragraphs 84-86 of the Consultation
Paper and Rule 18A.06 of the proposed new Chapter 18A, we have the following comments:

1. We are of the view that the proposal regarding the restriction that cornerstone investors'
investments do not count towards the public float at the time of fisting is unnecessary.

2. We appreciate that the pricing process for IPOs of Biotech Companies should be as
market-driven as possible. However, we fail to see how the proposed restriction will help
in that respect.

3. Cornerstone investors typically comprise institutional investors, state-linked investment
vehicies, sovereign wealth funds, asset managers, hedge funds, and/or high-net-worth
individuals. Cornerstone investors are given "confirmed" allocation prior to the launch of
an offering relating to an IPO, and in return they are required to be locked up for a period
of time after the listing. These investors tend to be highly sophisticated investors, very
often with specific industry sector expertise. They are also generally the most savvy and
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experienced in the pricing of equity deals. Their agreement to a price or price range is
usually a good endorsement of the reasonableness of the pricing of the shares of an
issuer.

4, Investment by these sophisticated investors also provides useful guidance to the general
investment public regarding the credibility of the listing applicant. This is especially
important in the biotech sector, a highly technical sector where significant expertise is
needed to decipher the extent of possible use, and potential, of the underlying technology
of these biotech companies. However, some of these investors may only agree to
participate in an investment opportunity if they are guaranteed a sufficiently sizeable
allocation. If they are discouraged to participate as "comerstones" (and thus lose a
guaranteed allocation), they may not participate at all. We do not support any mechanism
that might negatively impact the participation by this group of cornerstone investors.

5. We believe that, if the proposed restriction becomes effective, some sponsors /
bookrunners may become less motivated to reach out to cornerstone investors or include
them in their book-building process, as it would increase the difficulty for them to fill their
books yet — at the same time - ensuring the mandatory healthy public fioat upon listing,
thereby negatively impacting the participation of this group of investors.

8. We understand that the HKEx would want to reduce the influence of pre-arranged deals
on the book-building process. We suspect that the HKEx is particularly concermned with
participation by the "friends and family" participants. We agree that participation by
“friends and family" can sometimes skew the pricing mechanism thereby preventing the
pricing mechanism to be as market-driven as possible, given a lot of these investors
participate with a view to "covering the book", rather than treating it as a bona fide
investment opportunity. If that is indeed what the HKEx is keen to prevent, it should
consider limiting the participation of only this category of investors and not bona fide
sophisticated investors who may only agree to participate as comerstone investors.

If you have any questions on the enclosed, please do not hesitate to contact Sammy Li or
Nelson Tang through the contact details set out above.

Yours faithfully

Do) tun Lenehls
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