
Part B Consultation Questions

Please indicate your preference by checking the appropriate boxes. Please reply to the
questions below on the proposed change discussed in the Consultation Paper
downloadable from the HKEX website at:
hit ://WWW. hkex. coin. hk/6n Ineusconsul/inktconsul/Documents/ 20,7062. of

Where there is insufficient space provided for your comments, please attach additional
pages.

Do you agree with the proposal-to re-position GEM as a stand-alone b6ard and henc^
remove the GEM Streamlined Proc^sS for GEM Transfers and re~intrqduce the
requirements to' (a) appoint a sponsor to conduct due diligence for GEM Transfo^;
and (b). publish a 'prospectus-standard" lis^rig document such that GEM Transfer
aj^pitcations ^re treated as a new listing application (without requirihg the applicant to
conduct an offering)?

.

I^

Yes

Please give reasons for your views.

One of the purpose of tile GEM Streamlined Process for GEM Transf^3rs is to encourage the
Small and Medium Size Enterprise ("SL^IE") to gi. ow and so as to further 'I^Gaitate a healthy
business development. Therefore, abolishing the streamlined approach will further discourage
the growth of the SI\^s. 111 addition, the HE<.. Ex also needs to consider the moonvenjenee from
the transl'br of GEM issuers to get listed in Main Board as discussed in Discussiot, Paper on
GEM as published by the HKEx in January 2006. An issuer had to delist from GEM and apply
as a new candidate to the Main Board, and once listed on the Main Board, the issuer, without
receiving prior waivers from the EXchange, could not issue new shares for six months nor could
the controlling shareholder dispose of shares for six months according to Main Board Listing
Rules 10.07 and Rules 10.08.

No

111 addition, the HKEX Listing Division should be responsible for quali!y'assurence of tile GEM
companies that a stricter assessment process should be applied so as 10 ensure the Main Board
Candidate to be hatst^Trad from GEM in future meets the relevant torport, !e 'governance and
quality as well. It is much more effective compared with simply abolishing the "stepping stone"
positioning.

Therefore, we believe a new prospectus is not required to be submitted during the transfor
process when HKEx and the sponsor was supposed to assess the aceruacy andtruthfiilness of
these infom, anion during the GEM listing stage, 1<^. ther, we believe they only need to ^IPPoint
sponsor to assess the updated information which forms material discrepancies with "I'^
prospectus during GEM listing process.

2. Do you agree with the proposal to require all GEM Transfer app!ican!;^^^0^In^it^' I;^//



published and di^tributed at least two full financial ears of f' ' I
. ^if Gl^M listings; and. (by riot been subjeet-to ally disciplina investi t' bE:x h ^ .' '' .! ) nqt beep-. s^bjeet-to ally disciplinary investigations by theEXchange in relation 1, -, ,, . ^ , I ' ' ally iseiPljnary investigations by theR I' f 24 ' Serious I?reach or potentially serious breach of any ListingRules for 24 months before they can be considered for a GEM T 'ules or 24 months before they can be considered for a GEM T f

C,

^

Yes

Please give reasons for your views,

Although we disagi'ee with the proposal of abolishing the sunaiiilined roce , 'b I'
GEM transt^r applicants are required to submit both at least two full it '
statements after a GEM listing (instead of the current requirement of o full fi
financial statements). It is because it is one of the factor to d, tern, me the , 'tab'I' '
transtt:r applicant to get listed in Main Board,

However, we believe it is not necessary to submit (b) has not been subject to disci I'
investigations by the EXchange in relation to a serious breach because t ' d
whether it affects to suitability of the GEM transfer applicant to et listed I M ' Boat^"
Rather, we suggest the mux o"Iy req"ms the GEM transt^r ^PPIica"I to file the d^'(:!I^17invesiigarioits record for 111<Ex's consideration.

No



3.

the GEM List, , . p. POS^a to retain the currentthe GEM Listing Rules ' I ' ' '^t'" the current
I:^ Yes

.

Please give reasons for your views.

.e agree that lite current track record re lire ' , ' ' ' " ' '
G"M itsling appiict, n! in terms of tilian . I " 'ssess tile suitability ,r

Drd towards the SlyiEs to gel listed " '' '1 ' '"anti'aCliV9neSs orGEM

No

o you agree with the proposal to reta' ' ' '
'pplicant that can meet th, M - , l''t Practice Of not requiring a GEM
Board instead of GEM? a mission requirements to list on the M I
^a Yes

.

track record requirement under

Please

No

give reasons for your views.

.., , PPPpriale because it belongs 10 corporal^'s decis' I'

5.

HK$20 mill. , P 'POSal tq ,increase the Casinow Requirement fro t I
I^ Yes

.

quantjtatj I Your views. We invite suggestions on o1he

No



nit>re is a need 10 update such cashfiow requir^merits to meet current markct situation. Given
that a in'^!ioniy orcxis!ing sampled GEM isSIIe. rs. gut netoperating cash now before changes in
working co^ital in1:0ts I, K$30 million. It is all!itopriale to set the minimum net operating cash
flow bcfbre changes in working capital is appropriate.

In addition, we recommend to adopt operating cash flow ratio below in order to ensure both
liquidity and also credit slams of GEM issuers as well.

Fomiula: Operating Cash Flow before changes in working capital I Current Liabilities

This can be subject to further discussion and revision from the HK. Ex accordingly.



6, Do you agree with the proposal to increase the minimum
requirement at listing from HK$, 00 million to HK$150 million?

^ Yes

. No

Please give reasons for your views.

Low minimum market capitalization is one of the causes of lacking an o en market wher
most shareholdings are concentrated on a small group of shareholders, Raising the threshold to
50 Inillioi, would not be too burdensome to most companies and can enhance the 1181it f
GEM applicants.

Do you agree with the proposal to increase the post-IPO lock-up requirement such
that controlling shareholders of GEM issuers:

cannot dispose of any of their equity interest in a GEM issuer within the first year
of listing; and

cannot dispose of any interest in the subsequent year that would result in them
no longer being a controlling shareholder as defined under GEM Listn Rule
1.01?

^ Yes

. No

Please give reasons for your views.

We agree that the extending the look-up period is crucial for investor protection. GEM Board
should be a platfbnn for developing business instead of speculation. We echo with the view
that the proposed two~year post-IPO lock period can suppress the intention of ct!s^1:13^I:
coinj>anicS:.

I

(by

market capitalisation



8. Do you agree with the proposal to introduce a inaridato ubli ff
at least , 0% of the total offer size for all GEM IPOs?

^ Yes

. No

Please give reasons for your views.

The introduction of mandatory public offering meel;antsni I:an hrotiden Ih h h Id.
ensure there is an open market for securities listed on GEM Board. The r bl f '
manipulation and volatihty are expected to relieve. 10% public offerin re
onerous when compared with ChiNext. It is likely that there would be s fti ' bj*
because investor confidence in GEM issuers will improve un'th allc new h

Do you agree with the proposals to align the GEM Listin Rules on:
(a) placing to core connected persons, connected clients and existin sh h Id ,

and their respective close associates With those under A end;x. - 6 t tit M ' '
Board Listing. Rubs and Guidance Letter HKEX-(^L85-, 6 "PI^of f . -
clients, and existhg stareho!ders or their close ^$86biajes, tind* ' th I^ I' ' ";and ' ';

9.

^ Yes

. No

Please give reasons for your views.

We agree with the proposed ali:grimciit with the Main Board in urdcr to bet ,
GEM shareholders.

of



(b) the allocation of offer shares betwe
Clawback mechani, , -, h g Public and placing trenches and the
Rules? o e to the Main Board Listing

I^ Yes

.

Please give reasons for your views.

if y Oard, we support aligning I. he timerice o11 allocat'

No

10.

Securities from HK$30 . P P ' ' in preaSe the minimum public float value of
I^ Yes

.

Please give reasons for your views.

As previously stated, we agree with the ' '
Capitalization. iris reasonable t h al, '' " minimum mail^I
'alue by 50% as ,, ll 10natG Increase in the minimum publi^ float

No

11. Do you agree with
Main Board?

^ Yes

.

If riot, what alternative test should be used? Please give reasons for your views,
We agree with the Listing Committee's view I ' - ' '
Profit Requirement. This requirement is ats -d ' - ^ 'ng reasons to rep!.,,, 1, ,toad' amin us ^ NYSE d ' ' ey I""' in on" in^jor ^#^!^^

No

using the Profit Requirement to detemiine eli 'blt



,2. If you agree to retain the Profit Requirement, do you agree that the current level of
profit under the Profit Requirement should remain unchanged?

I^ Yes

. No

Please give reasons for your views.

We agree with the Listing Committee's view that there are no compelling reasons to change the
current level of profit under the Profit Requirement. The Profit Requirement aims to provide
grounds 10 sri^ure that Ih{s company has been elf^lively operated wiih healtt!y profitsbiliiy,
Tlte size of proms may be limited by lack o1'capital Instead onssu6s relating corporate
governance or business plan. Therefore, the Gini>11asis should be placed upon track records. over
a sufficiently long period of time instead of the size of the profits. The current size of the three
year-aggregati: profit requirement is also at similar levels with the other major markets.

Do yj, U .agree with the proposal to increase the minimum market capitalisation
requirement at listing for Main Board applicants from at least HK$200 million to at
least HK$500 million?

. Yes

I^

Please give reasons for your views.

The minimum market capitalization requirement at listing for Main Board applicants should be
increased to at least H}<.$650 to HK$700 million. According to the statistics provided in the
consultation paper, the proposed 111<:$500 million minimum market capitalization is still less
than halfof that of the NYSE (HK$ 1,552 million) and NASDAQ Global Select Market
(HFC$1,242 rinliion), '11/6 proposed IC\telis_also significanty short of SoXts HK$843 million IL
is therefore suggested that themImjinum markc, capitalization requirementshould be ^:i:^I^!!
raised to keep up the quality and competitiveness of Hong Kong's premier exch"189

No

14. Do you agree with the proposal to proportionateIy Increase the minimum public^'16^i, ;
value of securities for Main Board applicants from HK$50 million to HK$, 25 million?

board.

. Yes

I^

Please give reasons for your views,

No



As we are. orime vi^win'Q13 above that the minimum market capitalization requirement should
raise to 1.11^<$650 to HK$700 million, the minim public float value should be adjusted to
1/1<$162.5 to HK$175 million accordingly, Regardless of the filial minimum market
capitalization requirement level adopted by the 11KEX, we agi'ee that the public float should
maintain at 25% of the market capitalization.



5. Do you agree with the proposal to increase the post-IPO lock-up
that the controlling sh^reliolders of Main Board issuers:

(a) cannot dispose of any of their equity interest in a Main. Board issuer within the
first year of listing; and

cannot dispose of any interest in the subsequent year that would result in the
no longer being a controlling shareholder as defined under M^in Board Listn
Rule 1.01? '

. Yes

^ No

Alternatively, do you believe that it is not appropriate to extend the post-!PO lock-u ,
requirements for Main Board applicants, given that they are less likely to have th^
characteristics identified in the 2006 Suitability Guidance Letter because. of theirlar' er
size and our proposal to raise the minimum market capitalisation requirement to
HK$500 million.

Please give reasons for your views.

We agree with the alternative proposition. The phenomenon of extensive selling of GEM-I'St d
shell companies have not been observed in the Main Board so f^r. This is ex ected to be even
rarer on the Main Board after raising the market capitalization requirement si ific^ItI . Th
overall adverse effect would exceed the favorable outcomes should the lock-u eriod be
norther extended. It is not necessary at this stage to revise the lock-up period.

16. Do you agree that the proposals for the Main Board should be considered
independently irrespective of the outcome of the proposals for GEM?

^ Yes

. No

Please give reasons for your views.

requirement such

The proposed changes to the Main Board were based relative to overseas in a'or markets and
exchange boards justead of the GEM board rules, Therefore, the outcome of the GEM
proposals should not influence the proposals for the Main Board, Furthermore, since the GEM
proposals are aimed at repositioning GEM Board as an independent exchari e board with '
own appeal and value, there is no reason to consider the proposals ofM ' Board and GE^
13!jart!-Collectively

- End -


