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Deor Sirs

New Boord Concept Poper Grid the Consultotion Poper on Review of the Growth Enterprise MDrket ("GEM") und
Changes to the GEM ond MDin Boord Listing Rules (the "Popers") issued by The Stock Exchonge of Hong Kong
Limited ("HKSE")

The HeungKong Finnnciol Group welcomes the opportunity to respond to the HKSE's request for comments on the Popers
issued in June 2017

As o comprehensive finondol services plotform, the He ungKong Finonciol Group OPPredotes the importonce of the
questions wised in the Popers to the Hong Kong haoridolmoiketond Mig supports HKSEinitsinitiotives to promote Hong
Kong"s competitiveness OS on internotionol finondol centre und the ottroctiveness of HKSE OS o list'rig venue

As in orket proctitioners, we welcome the introduction of new boords to oddress some of the shortcomings of the current
inorket regime Grid orein general ogreementwith the proposo s10isedin the New Boord Concept Poper. Setout belowis
our detoiled response tosome of the specificissues misedin the Popers. We express 00 pointulo views on mutters which
ore notoddressed below
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Definition of "New Economies"

The requiiement for coinponies to fit into o few specific industries deemed "New Economies" roises several
issues. In on ero of fost poced 910bol development, new ideos, industries Grid business models ore constontlg
emerging, ond it would be difficult to predict the "new economies" of the future. Requiring listing OPPliconts to
minto pre-defined cotegories would, firstlg, o1ienote quolitg coinponies from other industries; secondly, prompt
OPPliconts which do riot OStensiblg quolifg OS being from "New Economg" industries to creote grutuitous
business lines to bring themselves within the definition; ond, thirdlg, render new rule chonges necessorg if new
economies ond business models not currentig Griticipoted emerge in the future

We therefore believe that the new boordsshould be opentoopplicotion by coinponies from o11industries(subject
only to requirements of legolitg ond considerations of public policg).
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New Board PRO

We welcome the positioning of New Boord PRO OS o funding plotform for pre-growth stuge coinponies seeking
whotis troditionollg known OS the pre IPO rounds of investments. There ore morig innovotive coinponies in the
market which ore led bg entrepreneurs with creative ideos Grid ore on 19 in need of funding to see their ideos
cometo fruition. We believe thotolighttouch regime for fundroising by these coinponieswould notonlg provide
o PIOfform for inotching investors with quolitg investment opportunities but o150 help SIGndordise the
disclosures ond processes for pre-IPO primte equity investments.

Finoncioleligibifftqcriterio

2.2 Given its positioning OS o funding plotform for pre profit coinponies, we would Iecommend thot the proposed
inorketcopitolisotion requirement of HK$200 million be either removed o110wered for OPPliconts to New Boord
PRO OSitwould be difficultforpre profitcomponies withouto finencioltrock record tojustifg o minimum inorket
CCPitoliSOtiOn

While we see greot voluein New Boord PRO being on ovenue for pre-profitcomponies to roise funding, the pre-
profit rioture of the issuers me ons thot the shores will, o1 Ieost in the initiol stoges, be illiquid OS investors will
unlikely sell their shares before the issuer enters o profit generoting phose. In thot respect, we would suggest
thot the minimum investor requirement be set at o mux'mum figure of 50 to minimise burners to entrg und to
enoble New Boord PRO to better serve OS Griefficientond costeffective funding chunnelto pre-profitcomponies.
At the pregrowth stoge, the prioritg should be to enoble OPPliconts to overcome development burriers brought
oboutbg UIOCkoffunding Grid the need to sotisfg numericolthresholds Grid requirements mug detructfrom that
objective

Applicotion of sponsorregime

2.4 Regordless of its issuer orinvestor buse, listings on New Boord PRO nonetheless constitute regulated offers for
which the input of sponsors, being experienced odvisers on securities offerings, would not onlyimproveinvestor
confidence but o150 help enhance the into gritg of the innrket. Monogement of the listing PIOcess requires o
specific skills set (e. g. the conduct of o thorough due diligence exercise rind the objlitg to odvise on procedures,
595temsond controls und regulotorg requirements, drumisting documentstorequisite disclosure stundords Grid
coinmunicote effectiveIg with regulotors) which licensed persons in Tgpe 6leguloted octivitg with 00 trock
recordin publicofferings mou riotpossess. We ore therefore of the viewthotthe existing sponsorregime should
OPPlg to listings on New Boord PRO in order to enhonce und in Qintoin its credibilitg und ottroctiveness

HKSEt; right to refuse OPPliconts meeting requirements for other boords to list on New Boord PRO

2.5 It is our view that eoch boord should be successful in its own right in o1trocting o diverse issuer bose ond
providing investors occess to quolitg coinponies. As such, eoch OPPlicont should be free to choose the boord
wh'ch is most OPPropriote font hoving regord to its own needs und profile



3,

MR Structures

Investor eligibilitU

3.1 As in orket proctitioners. we ore ocutelg owore of the difficulties in boloncing the need for odequote investor
protection und the o1trocliveness of HKSE OS o listing venue. While we consider the need to up hold the principle
of equolilg between shoreholders to be of poromount importonce in momtoining the integrtg of our inclkets,
we believe the intrestwog of DChieving both objectives is tollmilthe eligibilitgloinvestin coinponies with MR
structures or non equivolent shuieholder protection stundords to professionolinvesto, s only.

Pre-profitcomponies

3.2 As investment in pre~profit coinponies poses significontlg higher risk to investors, we ogree with the proposol
Ihotonlg professionolinvestors incg invest in New Boord PRO

4. WVR structures investor protection

4.1 We ogree thot there should be flexibilitg in o110wing coinponies with myR structures to list on the new boords
If these coinponies ore ovalloble for investment by professionol investors on19, we believe thot odequote
disclosure of the OPPiicoble myR structure Grid corporote governonce provisions would suffice. However, if
coinponies with WVR structures ore DVDiloble for investment by fetalI investors, then at lenst the following
Investor protections should be in PIOce:

on19 individuols who sotisfg strict crite, io (e. g. founders) mug hold shores corrging more thon one vote
per shore C'CICSS B Shores");

to) CIOss B Shores shall not be tmnsferroble; Grid

to CIOss B Shores sholl outomoticollg convert to shores corrging one vote per shore upon the expirotion
of o time limit (with o muximum time limit provided for bg the Listing Rules).

Definition of "professionolinvestors" Grid verificotion of professional stotus

We believe the criteriu for defining "professionol investor" should be the some OS that used in other regulotorg
contexts (i. e. OS defined under Schedule I of the Securities ond Futures Ordinonce (Chapter 571 of the Lows of
Hong Kong)), OS the principles ond reusons behind the use of the term "professionol investors" in considering
investor eligibility with respect to the new boords ore the some OS those which o001g in other contexts

We note the procticoldifficultg of ensuring thoton g professiono investors toke poitin the secondorg troding of
shores listed on the new boords und do riotogree thot Exchonge Porticiponts should bear the fullweight of the
coinplionce burden forensuringthotonlg professionolinvestors trode on the newboords. We would recommend
thot Exchonge Pointiponts be required to verify investors' professionolstotus otoccountopening undotno more
Ihon onnuolintervols for the Investor to be obje to trode throughoutthe geol.



ontinuing obligotions minimum quontitetive criteriu

In the ConceptPoper, HKSE also soughtviews on whether torequire coinponies listed on the new boords to meet
quontito!ive criterio on o continuous busis (e. g. shore price obove o threshold) to help to improve innrket quolitg
by fodlitoting the reinovol of poorlg performing coinponies ond to reduce the possibilitg of such coinponies
becoming "shells"

Whilst we ogree Ihot there should be mechonisms to discouroge the in Dintenonce of Grid troding in "shell"
coinponies, we ore of the viewthot minimum quontitotive requirements ore noteffective wogs of ochieving thot
Dim. The requirement for issuers to meet quontitotive criteiio would divert the issuer's efforts und resources to

saltsfging the cineiioiother thon to the benefitofitslong term 9001s, thereby rendering the targets meoningless. '
Moreover, quontitotive me OSures such OS o minimum shore price con be eosilg circumvented by methods such
OS the consolidotion of shores

We therefore suggest that the OPProisolof the quoitg of listed coinponies haleftto in orketfo!ces, Grid Ihot rules
for enhonced disclosure requirements (e. g. to king o stricter OPProoch to issuers who foil to disclose motoriol
informotion) be enforced to promote in orketintegritg ond tronsporencg

Coinponies with secondorg listings

We welcome HKSE's initiatives to attroct coinponies with o primorg listing elsewhere to list in Hong Kong ond,
subjectto the observations mode in pologroph 3 (Investoreligibilitg), ogree that certoin requirements should be
reloxed for issuers from Recognised Us Exchonges seeking secondorglistingsin Hong Kong

Expedited delisting process

In recent geors there hos been o prevolence of companies in Qintoining its listed "shell" in on ticipotion of bugers
who wish to DCquiielisting stotus. This phenomenon hos given rise to issues which ore beyond the scope of the
present discussion, but our view is thot the implemento1ion of on expedited delisting process would hove the
benefit of disincentivising the creotion Grid in Gintenonce of listed shells. On the other hond, on expedited
delisting process would o1so oreotlg increose investors' risk exposure, OS o delisting would deprive investors of
the protections offorded to shoreholders of o listed coinpong. We would therefore suggest, consistentlg with
our eorlie, recommendotion, that the new boords be restricted to investment bg professionolinvestors only.

Proposols reloting to GEM Grid the MDin Boord9.

Rotsing minimum inorketcopitolisotion

9.1 We ogree with the proposols to increose the minimum in orket CCPitolisotion requirement for both GEM Grid the
Moin Boord, OS the listing exercise should enoble OPPliconts to mise funds which, netof the expenses o550cioted
with the listing, incke the listing exercise coinmerciollgjustifioble

'AS pelGoodhorl'slow:"when o meOSure becomes o100et. it ce05es to be a good mensu, e"



Public foot requiremen

9.2 We believe the public floot requirement for GEM should be expressed OS o percentoge rother thon OS o figure
(which is currently HK$30 million ond is proposed to be incleosed to HK$45 million). This would ensure Ihot o
longeino1ket cupitolisotion coinpongin Qintoins sufiident public flont

10, Inter dependenc!! of the proposols

We orein general ogreement with the proposed chonges to be mode to the finondoleligibilitg criterio for listing
on GEM Grid the Moin Boord, ond ogreeIhotthese should be considered independently of eoch other und of the
proposols regording the new boords. Hoving soid Ihot, chonges to the positioning of GEM Grid the MDin Boord,
ond the role of the new boords, in the broodeifromework of the Hong Kong innrket should, OS o11eodg rioted by
HKSE in the Popers be considered holisticollg

As mentioned eorlier, we welcome the HKSE's initiotives to explore innovative ways to improve Hong Kong's stunding OS
o landing internotionol moriciol centre. He ungKong Finonciol Group firmly believes thot o regime which protects
shoreholders while promoting Hong Kong's 910bol competitiveness will support the henlthg development of the in orket
which will, in turn, benefit both investors ond in orket proctitioners.

10.1

Yoursfoithfullg
For ond on beholf of the HeungKong FinonciolGroup

Tou

Chi Executive Officer


