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HOW TO RESPOND TO THIS CONSULTATION PAPER

The Exchange, a wholly-owned subsidiary of HKEX, invites written comments on the
matters discussed in this paper, or comments on related matters that might have an
impact upon the matters discussed in this paper, on or before 31 May 2021.

To submit written comments please complete the questionnaire that can be accessed
via the link and QR code below.

Link: https://hkex.syd1.qualtrics.com/jfe/form/SV b7Sn2WrbwpawPSC

QR code:

Our submission enquiry number is (852) 2840 3844.

Respondents are reminded that we will publish responses on a named basis in the
intended consultation conclusions. If you do not wish your name to be disclosed to
members of the public, please state so when responding to this paper. Our policy on
handling personal data is set out in Schedule A.

Submissions received during the consultation period by 31 May 2021 will be taken into
account before the Exchange decides upon any appropriate further action and a
consultation conclusions paper will be published in due course.

DISCLAIMER

HKEX and/or its subsidiaries have endeavoured to ensure the accuracy and reliability
of the information provided in this document, but do not guarantee its accuracy and
reliability and accept no liability (whether in tort or contract or otherwise) for any loss
or damage arising from any inaccuracy or omission or from any decision, action or
non-action based on or in reliance upon information contained in this document.
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EXECUTIVE SUMMARY

Purpose

1.

This consultation paper solicits market feedback on our proposed amendments
to the Listing Rules in order to streamline the listing regime for Overseas Issuers
(including those with centre of gravity in Greater China).

Background

2.

The Listing Rules apply to three categories of issuers: Hong Kong issuers, PRC
issuers and issuers that are incorporated in neither Hong Kong nor the PRC™.
The scope of this paper is primarily focussed on the third category of issuers
(defined as “Overseas Issuers” for the purpose of this paper and the draft Rules
set outin Schedule D)2. However, there are aspects of our proposals (particularly
those relating to shareholder protection standards) that, if adopted, will affect all
issuers, including Hong Kong issuers and PRC issuers.

The Listing Rules administered by the Exchange apply as much to Overseas
Issuers as they do to Hong Kong issuers and PRC issuers, subject to the
additional or modified requirements set out in the Listing Rules®. The JPS and
Country Guides provide further guidance to assist Overseas Issuers incorporated
in Acceptable Jurisdictions when they apply for listing in Hong Kong.

Since the implementation of the Exchange’s Listing Regime Reforms in April
2018%, an increasing number of US-listed Greater China Issuers have sought
‘homecoming” secondary listings on the Exchange. We expect many more such
listings in future.

In February 2019, HKEX announced its Strategic Plan 2019-2021°, which sets
out its vision and strategic objectives for the next three years. One of the
initiatives covered by the plan is to continue to develop Hong Kong as a listing
and capital raising hub for major global and regional companies on either a
primary or secondary basis, thereby attracting global investments seeking
exposure to Asia Pacific companies and Mainland investors seeking international
exposure.

Chapter 19A of the Listing Rules sets out the additional requirements, modifications and exceptions
to the Listing Rules that are applicable to PRC issuers seeking or maintaining a primary listing on
the Exchange, and states that the rules in Chapter 19 of the Listing Rules in relation to primary listing
for Overseas Issuers are not applicable to PRC issuers.

Proposed changes to Chapter 19A and Part D of Appendix 13 to the Listing Rules for PRC issuers
are consequential amendments that flow from the proposals in this paper for Overseas Issuers.
Chapters 19 and 19C of and Appendices 3 and 13 to the Listing Rules.

As part of the reforms, the Exchange added three new chapters in the Main Board Listing Rules to:
(a) permit listings of biotech issuers that do not meet any of the Main Board financial eligibility tests;
(b) permit listings of companies with WVR structures; and (c) establish a new concessionary
secondary listing route for Greater China Issuers and Non-Greater China Issuers.
https://www.hkexgroup.com/-/media/HKEX-Group-Site/ccd/About-HKEX/Strategic-Plan-2019-to-

2021/HKEX-20192021-Strategic-Plan.PDF



https://www.hkexgroup.com/-/media/HKEX-Group-Site/ccd/About-HKEX/Strategic-Plan-2019-to-2021/HKEX-20192021-Strategic-Plan.PDF
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In this context, the Exchange has carried out a holistic review of our current listing
regime for Overseas Issuers, particularly regarding shareholder protection
standards, dual primary listings, secondary listings and the codification of the
policy rationale for granting waivers to applicants seeking dual primary listing or
secondary listing in Hong Kong. The product is a set of proposals that aim to
strike a balance between market development and investor protection for the
benefit of the market as a whole.

Issues

10.

Complexity of Requirements for Overseas Issuers

As our Overseas Issuer regime has developed over the years, the requirements
that apply to these issuers have become scattered in various places in the Listing
Rules, the JPS and Country Guides, resulting in market feedback that they have
become fragmented, complex and difficult to navigate. The complexity of these
requirements may not be conducive to compliance. The current Rules could also
be seen as unduly burdensome and unappealing to prospective applicants
unfamiliar with the Hong Kong listing regime.

Inconsistent Shareholder Protection Standards for Recognised
Jurisdictions and Acceptable Jurisdictions Arising from a “Shortfall”
Approach

No two jurisdictions have identical shareholder protection standards. The
company law of some jurisdictions of incorporation share a similar legislative
heritage to the HKCO (e.g. Bermuda and the Cayman Islands). Other
jurisdictions may have broadly comparable shareholder protections to those of
the HKCO but implement them in a very different way (e.g. Brazil, France,
Germany, Italy and Japan).

The Listing Rules currently aim to address the shortfalls between the shareholder
protection standards provided by the laws and regulations of a jurisdiction of
incorporation and those of Hong Kong whereas the JPS sets out the key
shareholder protection standards. This has led to different requirements as to
the shareholder protection standards for Acceptable Jurisdictions (Section 1 of
the JPS) and Recognised Jurisdictions (Appendix 13 to the Listing Rules). This
differential treatment is out of line with the Exchange’s objective of providing the
same protection for investors of all issuers, irrespective of the place of
incorporation.

Co-existence of Two Secondary Listing Regimes

The Exchange offers two routes to secondary listing: through the JPS and
through Chapter 19C of the Listing Rules. This may cause confusion to the
market. In particular, the two regimes have different eligibility and suitability
requirements for Overseas Issuers that do not have a centre of gravity in Greater
China (see Table 6 in Chapter 4 for details).




Secondary Listing Requirements for Issuers with a Centre of Gravity in
Greater China are More Restrictive

11. In the past few years there have been an increasing number of overseas listed
issuers with a centre of gravity in Greater China seeking a “homecoming”
secondary listing in Hong Kong. However, these applicants face more restrictive
requirements than other issuers as set out below. For those without WVR
structures, these heightened restrictions may not be commensurate with the level
of risk to shareholders’ interests that these applicants pose (which is no higher
than that posed by issuers with a centre of gravity outside Greater China and
without WVR structures).

Higher Quantitative Eligibility Requirements

12. To secondary list with Automatic Waivers, Non-WVR issuers with a centre of
gravity in Greater China must have at least a two full financial years track record
of good compliance on a Qualifying Exchange, and an expected market
capitalisation at the time of their secondary listing of at least HK$40 billion (or at
least HK$10 billion with revenue of at least HK$1 billion for the most recent
audited financial year).

13. In contrast, the quantitative eligibility requirements for Non-WVR issuers with a
centre of gravity outside Greater China are lower. They can secondary list with
Automatic Waivers by meeting the same track record requirement as above in
paragraph 12, but with only a HK$10 billion market capitalisation. These issuers
can also choose to list via the JPS route, an option that is not open to issuers
with a centre of gravity in Greater China. They can do so if they are listed on any
Recognised Stock Exchange and have an expected market capitalisation of only
US$400 million (approximately HK$3.1 billion) or more, as long as they have a
track record of good compliance of at least five years on a Recognised Stock
Exchange®.

“Innovative Company” Requirement

14. Even if they do not have a WVR structure, overseas listed issuers with a centre
of gravity in Greater China must demonstrate that they are “Innovative
Companies” before they can secondary list on the Exchange. Many good-quality
issuers in Greater China that operate in traditional industries are therefore
prevented from secondary listing.

Trading Migration Requirement

15. The Trading Migration Requirement for secondary listed issuers only applies to
Greater China Issuers and does not apply to Overseas Issuers that secondary
list through the JPS route, or to Non-Greater China Issuers that secondary list
through the Chapter 19C route.

6 Afive-year track record is not required if the applicant seeking a secondary listing via the JPS route
is well-established and has a market capitalisation significantly larger than US$400 million
(paragraph 95(b) of the JPS).




16.

17.

18.

Need for guidance on Trading Migration Requirement and De-listings from
overseas exchanges for secondary listed issuers

The Exchange has received requests from the market to clarify (a) the application
of the Listing Rules where the majority of trading in the securities of a secondary
listed issuer migrates to the Exchange’s markets; and (b) our approach to
secondary listed issuers that may de-list from the stock exchange on which they
are primary listed (including whether they can retain the Automatic Waivers and
Common Waivers previously granted, Non-compliant WVR and/ or VIE
Structure).

Grandfathered Greater China Issuers and Non-Greater China Issuers
cannot apply for a direct dual primary listing and retain their Non-compliant
WVR and/or VIE Structures

Under the current regime, issuers with WVR and/ or VIE structures must comply
with the relevant requirements under Chapter 8A of the Listing Rules and/ or
LD43-3 (as the case may be) if they want to apply for a primary or dual primary
listing in Hong Kong. However, Grandfathered Greater China Issuers with Non-
compliant WVR and/ or VIE Structures may become dual primary listed in Hong
Kong if they secondary list in Hong Kong first, and there is significant demand for
their shares such that the Trading Migration Requirement is triggered (i.e. the
“two-step” route). Non-Greater China Issuers are allowed to retain their Non-
compliant WVR and/ or VIE Structures if they secondary list in Hong Kong, and
they are not subject to the Trading Migration Requirement. The current regime
therefore enables such issuers to retain their Non-compliant WVR and/ or VIE
Structures which would otherwise not be permitted under the direct dual primary
listing route.

Common Waivers and Automatic Waivers for issuers (other than Automatic
Waivers for Qualifying Issuers) are not codified in Listing Rules

The Common Waivers and Automatic Waivers available to Overseas Issuers are
set out in the JPS, which only has the status of guidance. Automatic Waivers are
codified in Chapter 19C of the Listing Rules but only for Qualifying Issuers.
Neither the Listing Rules nor the JPS set out the principles on which we grant
these waivers.

Proposals

19.

20.

In view of the issues above, this paper sets out proposals, for comment, on
amendments to the Listing Rules to streamline the existing listing regime for
Overseas Issuers (including those with a centre of gravity in Greater China), and
also make consequential amendments to the requirements for all issuers
(including Hong Kong issuers and PRC issuers).

The Exchange believes that these proposals represent the best way forward to
develop the listing regime for Overseas Issuers to meet their needs while
ensuring appropriate safeguards. @ The Exchange has included further
explanations of the proposals, where appropriate, throughout this paper to help
the public better understand the thinking behind them.




21.

22.

23.

24.

Upholding Our Investor Protection Standards

Protection of shareholders of an issuer listed on an exchange is primarily
determined by the local company laws and legal framework and the constitutional
documents of the issuer. Each exchange may however impose additional
requirements on issuers listed and traded on their markets.

As more overseas listed issuers are expected to seek a listing in Hong Kong
(either on a primary basis or secondary basis), the Exchange has revisited those
provisions commonly found in the company laws of leading jurisdictions which
are essential for shareholder protection and is proposing to promulgate them as
the Core Standards for all companies listed in Hong Kong (whether primary or
secondary listed and wherever incorporated) in order to ensure a baseline level
of protection.

In respect of a secondary listed issuer where the majority of trading in its
securities remains primarily in an overseas market, reliance is placed on the
regulations and enforcement of the overseas market (which not only includes
local listing rules but also other aspects of its legal system, such as the class
action regime in the US), with a number of Listing Rules waived on that basis.
However, relevant statutory requirements for corporate misconduct or
management misfeasance (such as the SFO) in Hong Kong continue to apply to
companies listed in Hong Kong (whether primary or secondary listed).

Summary of Proposals

Our proposals are summarised in Table 1 below with a comparison of the existing
regime and our proposed regime:

Requirement

Existing Regime

Proposed Regime

Recognised
Jurisdictions
and Acceptable
Jurisdictions

Three Recognised
Jurisdictions — Bermuda, the
Cayman Islands and the PRC

28 Acceptable Jurisdictions’

e No

distinction between
Recognised Jurisdictions and
Acceptable Jurisdictions

Shareholder
protection
standards

All issuers must comply with
Appendix 3 to the Listing
Rules

Overseas Issuers
incorporated in Recognised
Jurisdictions must comply with
the applicable part of
Appendix 13 to the Listing
Rules

Overseas Issuers
incorporated outside of
Recognised Jurisdictions

The shareholder protection
standards in Chapter 19C of
and Appendices 3 and 13 to
the Listing Rules and the JPS
will be replaced by one
common set of Core
Standards applicable to all
issuers to establish a baseline
level of investor protection for
all issuers regardless of their
places of incorporation

e The Equivalence Requirement

7

As of the date of this paper.




Requirement

Existing Regime

Proposed Regime

must demonstrate they can
comply with the Equivalence
Requirement by meeting the
JPS Key Shareholder
Protection Standards

will be repealed as a result

Dual
listings

primary

Grandfathered Greater China
Issuers with Non-compliant
WVR and/ or VIE Structures
cannot retain such structures
while applying for dual primary
listing directly, but may
become dual primary listed on
the Exchange with such
structures if they secondary
list in Hong Kong first, and
subsequently there is
significant demand for their
shares such that the Trading
Migration Requirement s
triggered

Common Waivers available to
primary and dual-primary
listed Overseas Issuers are
set out in the JPS

Grandfathered Greater China
Issuers and Non-Greater
China Issuers with Non-
compliant WVR and/ or VIE
Structures may apply directly
for a dual primary listing and
retain the non-compliant
structures, as long as they
meet the eligibility and
suitability requirements of
Chapter 19C for Qualifying
Issuers with a WVR structure

Codification of some
conditional Common Waivers
for dual-primary listed issuers
and the principles for granting
Common Waivers

Secondary
listings

Two routes: the JPS (only
available to Overseas Issuers
that do not have a centre of
gravity in Greater China) and
Chapter 19C of the Listing
Rules

Common Waivers available to
secondary listed Overseas
Issuers are only set out in the
JPS

Automatic Waivers are (a) set
out in the JPS for JPS
Secondary Issuers; and (b)
codified in Chapter 19C of the
Listing Rules for issuers with,
or seeking, a secondary listing
under that chapter

Codification and
consolidation of requirements
of the two routes to secondary
listing

Codification of all secondary
listing related JPS provisions
(including Common Waivers
and Automatic Waivers for
JPS Secondary Issuers) into
Chapter 19C of the Listing
Rules

Greater China Issuers with or
without a WVR structure must:

- demonstrate that they are
‘Innovative  Companies”;
and

Non-WVR  Greater China

Issuers seeking a secondary

listing:

- are no longer required to
demonstrate that they
are “Innovative




Requirement

Existing Regime

Proposed Regime

- have a minimum market
capitalisation at listing of
HK$40 billion (or HK$10
billion with revenue of
HK$1 billion in the most
recent audited financial
year)

e Only Greater China Issuers
are subject to the Trading
Migration Requirement

Companies”; and

- have the option of
meeting a minimum
market capitalisation at
listing of either HK$3
billion or HK$10 billion

e All secondary listed issuers

are subject to the Trading
Migration Requirement

e JPS Automatic = Waivers
eligibility requirements:

- Listing on a Recognised
Stock Exchange (as set out
in JPS)

- Five years’ good
compliance record

- Market capitalisation of
US$400 million
(approximately HK$3.1
billion) or more

Codification of JPS Automatic
Waiver eligibility requirements
with minor modifications: (a)
the compliance record
requirement changed from
“five vyears” to “five full
financial years”; and (b) the
minimum expected market
capitalisation requirement
changed from US$400 million
to HK$3 billion

o Listing Rules are silent on the
application  of  Automatic
Waivers for a secondary listed
issuer that de-lists from the
stock exchange on which it is
primary listed

e Listing Rules are silent on
whether a Grandfathered
Greater China Issuer or a
Non-Greater China Issuer can
retain its Non-compliant WVR
and/ or VIE Structures if it de-
lists from the overseas
exchange on which it was
primary listed

An issuer will be regarded as
having a primary listing on the
Exchange upon its de-listing
from the stock exchange on
which it is primary listed. The
issuer shall notify the
Exchange in advance of any
anticipated de-listing
(voluntary or involuntary) from
the stock exchange on which it
is primary listed and, among
other things, details of any
proposed waivers or
continued relief/ grace period
for full compliance with any
Listing Rules requirements
(including the bases for
requesting such  waivers/
relief/ grace period)

The Exchange may, on a case
by case basis, exercise its
discretion to grant a time-relief
waiver, suspend trading of the
issuer's shares or impose
other measures as it
considers necessary for the




25.

Requirement

Existing Regime

Proposed Regime

protection of investors and the
maintenance of an orderly
market. The Exchange will
issue relevant guidance.

e A Grandfathered Greater
China Issuer or a Non-Greater
China Issuer is allowed to
retain its Non-compliant WVR
and/ or VIE Structures
(subsisting at the time of its
secondary listing in Hong
Kong) if it de-lists from the
Qualifying Exchange on which
it is primary listed

Table 1: Comparison between the Existing Regime and our Proposed

Regime

Table 2 below is a summary of the subject of relevant Listing Rules and guidance
materials before and after the adoption of the proposals discussed in paragraph

24:

Listing Rules/

Subject After Adoption of the

Guidance Subject Now
. Proposals
Materials
Chapter 19 of the | Primary and secondary listing | Primary listing of Overseas
Listing Rules of Overseas Issuers Issuers only

Chapter 19C of
the Listing Rules

Secondary listing of
Qualifying Issuers

Secondary listing of  all
Overseas Issuers

Appendix 3 to the
Listing Rules

Provisions required in the
Articles of Associations of all
issuers

Core Standards applicable to all
issuers

Appendix 13 to
the Listing Rules

Provisions required in the
Articles of Associations of
issuers  incorporated in
Recognised Jurisdictions

Repealed (except for
requirements for PRC issuers,
i.e. Part D of Appendix 13 to the
Listing Rules) with some
provisions moved to Appendix 3
as Core Standards

The JPS and FAQ
Series 25

Guidance for issuers
incorporated in an
Acceptable Jurisdiction with,
or seeking a primary listing,
and for Overseas Issuers
which do not have a centre of
gravity in Greater China with,
or seeking, a secondary
listing

Withdrawn with relevant
guidance either codified into the
Listing Rules, or consolidated
into a new guidance letter for
Overseas Issuers (see
Schedule E)




Listing Rules/
Guidance
Materials

Subject Now

Subject After Adoption of the
Proposals

Country Guides

Guidance on application of
Equivalence Requirement for
issuers  incorporated  in
Acceptable Jurisdictions

e Equivalence Requirement
and concept of Acceptable
Jurisdictions repealed and no
new Country Guides will be
issued

e Guidance may be issued on a
case-by-case basis if there
are novel issues relating to
listing of securities of
companies incorporated in a
new jurisdiction. Existing
Country Guides will be
retained

Table 2: Listing Rules and Guidance Materials Before and After the
Adoption of the Proposals

Request for comment

26. We would like to invite public comments on the proposals.

Any final Rule

amendments and details regarding implementation would be published in a
conclusions paper after we have considered the responses. When providing

your comments please give reasons for your views.

We also welcome any

alternative suggestions regarding the conditions and safeguards we have set out

in this paper.

Proposed timetable and next steps

27. Responses to this consultation paper should be submitted to us by 31 May 2021.
The Exchange will take into account these responses and comments before
deciding upon any further appropriate action and publishing a conclusions paper.




CHAPTER 1 BACKGROUND

History of the Development of the Overseas Listing Regime

28.

29.

30.

31.

32.

33.

34.

The Exchange introduced the Listing Rules for Overseas Issuers in 1989, setting
out the additional requirements, modifications or exceptions for issuers that are
incorporated or otherwise established outside of Hong Kong. The then Listing
Rules?® focused primarily on issuers incorporated in one of the Recognised
Jurisdictions, as these jurisdictions were, and still are, the most common non-
Hong Kong jurisdictions of incorporation for listing on the Exchange (see
paragraph 61).

The JPS was first published in March 2007 jointly by the Exchange and the SFC
(“2007 JPS”), with a view to providing a clear roadmap to Overseas Issuers
incorporated outside the Recognised Jurisdictions seeking a listing in Hong Kong.
The 2007 JPS set out, among other things, guidance on how these issuers could
meet the Equivalence Requirement.

The 2007 JPS stated that such an issuer must demonstrate how the domestic
laws, rules and regulations to which it is subject and its constitutional documents,
in combination, meet a set of key shareholder protection standards. These
standards were based on key provisions of the CWUMPO (which have now been
moved to the HKCO).

A jurisdiction that met both those key shareholder protection standards and the
Regulatory Co-operation Requirement could be approved by the Exchange as
an Acceptable Jurisdiction.

After the publication of the 2007 JPS, a wave of Overseas Issuers from various
jurisdictions applied for listing in Hong Kong, such as Brazil, Germany, ltaly,
Jersey, Luxembourg, Singapore and UK. These jurisdictions were all approved
by the Exchange as Acceptable Jurisdictions.

In September 2013, the Exchange and the SFC updated the 2007 JPS (2013
JPS”) to refine and streamline the key shareholder protection standards to 11
key shareholder protection standards (i.e. JPS Key Shareholder Protection
Standards), and also published FAQ Series 25° to assist applicants and
professional advisers in understanding and complying with the 2013 JPS.
Following the publication of the 2013 JPS, the Exchange started publishing a
Country Guide for each new Acceptable Jurisdiction'® to provide guidance for
Overseas Issuers incorporated in that jurisdiction on how they can meet the JPS
Key Shareholder Protection Standards, as well as the Exchange’s expectations,
practices, procedures and the criteria it considers when applying the Listing
Rules to such issuers.

Following the publication of the 2013 JPS and up to the date of this paper, the

8
9

Chapter 19 of and Appendix 13 to the Listing Rules.
FAQ Series 25, Listing of Overseas Companies (link).

10 Prior to that, the relevant information was published in the form of listing decisions.

10


https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Interpretation-and-Guidance-Contingency/Frequently-Asked-Questions/FAQ_25.pdf?la=en

35.

36.

37.

Exchange has accepted seven additional jurisdictions, and primary listed 23
issuers from Acceptable Jurisdictions and secondary listed two issuers from
Acceptable Jurisdictions.

In February 2018, the Exchange published the consultation paper “A Listing
Regime for Companies From Emerging and Innovative Sectors”! to broaden the
existing listing regime and facilitate the listing of emerging and Innovative
Companies. Following general support from the market, the proposals in the
consultation paper were adopted and, among other things, Chapter 19C of the
Listing Rules was introduced and became effective on 30 April 2018 to facilitate
the secondary listing of Qualifying Issuers (including those that have a centre of
gravity in Greater China). The JPS was updated accordingly. References to the
“JPS” in this paper refer to this 2018 version.

As of the date of this paper, 13 Qualifying Issuers? are secondary listed on the
Exchange pursuant to Chapter 19C of the Listing Rules. Most of them are
“‘homecoming” Greater China Issuers. We expect that more “homecoming”
Greater China Issuers will seek a secondary listing on the Exchange in future.

Table 3 below shows a breakdown by place of incorporation of issuers that are
listed on the Exchange as of 31 December 2020:

Place of incorporation | Number of issuers Percentage
Acceptable Jurisdictions | 46 2%
Bermuda 505 20%
Cayman lIslands 1,482 58%

Hong Kong 214 8%

PRC 291 12%

Total 2,538 100%

Table 3: Breakdown by place of incorporation of issuers that are listed on
the Exchange (as of 31 December 2020)

Current Requirements

38.

Equivalence Requirement

The Listing Rules require an Overseas Issuer to demonstrate that its jurisdiction
of incorporation provides shareholder protection standards at least equivalent to
those of Hong Kong (the Equivalence Requirement). An Overseas Issuer, where
necessary, has to vary its constitutional documents in order to meet the
Equivalence Requirement.

11 https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-

Present/February-2018-Emerging-and-Innovative-Sectors/Consultation-Paper/cp201802.pdf

1212 were incorporated in the Cayman Islands and one was incorporated in the State of Delaware, the

us.

11


https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/February-2018-Emerging-and-Innovative-Sectors/Consultation-Paper/cp201802.pdf
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/February-2018-Emerging-and-Innovative-Sectors/Consultation-Paper/cp201802.pdf

39.

40.

41.

42.

43.

44.

Recognised Jurisdictions vs. Acceptable Jurisdictions

Bermuda, the Cayman Islands and the PRC are Recognised Jurisdictions.
Issuers incorporated in these jurisdictions are regarded as meeting the
Equivalence Requirement as long as they amend their constitutional documents
in accordance with the respective parts in Appendix 13 to the Listing Rules to
make up for the shortfalls in the shareholder protection standards of the relevant
jurisdiction.

The JPS sets out, among other things, guidance on how an Overseas Issuer
incorporated outside the Recognised Jurisdictions can meet the Equivalence
Requirement. Upon application and approval by the Exchange, a jurisdiction
providing the JPS Key Shareholder Protection Standards and meeting the
Regulatory Co-operation Requirement will be regarded as an Acceptable
Jurisdiction. There are 28 Acceptable Jurisdictions as at the date of this paper
and the Exchange has published a Country Guide for all but one?!? of them.

Primary Listings vs. Secondary Listings

An Overseas Issuer may apply for a primary or dual primary listing on the Main
Board or GEM, or a secondary listing on the Main Board.

Primary or dual primary listed issuers normally have all or the majority of their
listed equity securities traded on the Exchange and therefore are required to fully
comply with the Listing Rules, unless specifically waived.

For secondary listings, the issuer must engage a sponsor, comply with the
relevant eligibility tests and issue a listing document as it would otherwise be
required to do in the event of a primary listing. The Exchange relies more upon
the framework of regulations and enforcement in an issuer’s market of primary
listing to principally govern the issuer and waives a considerable number of the
Listing Rules (through Automatic Waivers) that would otherwise apply in the case
of a primary or dual primary listing, provided that the issuer meets additional
eligibility requirements (e.g. market capitalisation of at least US$400 million). As
a consequence, in addition to meeting the Equivalence Requirement, we require
a secondary listing applicant to demonstrate that its market of primary listing also
has shareholder protection standards equivalent to those provided in Hong
Kong!4. The Exchange and the SFC have recognised 15 overseas stock
exchanges as Recognised Stock Exchanges meeting these standards?®.

There are currently two routes to secondary listing on the Exchange:

(a) the JPS route, which is only available to Overseas Issuers that do not have
a centre of gravity in Greater China. We grant these issuers Automatic
Waivers if they are listed on any of the Recognised Stock Exchanges and

13 No Country Guide has been published for Ontario, Canada as its acceptance pre-dates the existing

regime for Overseas Issuers.

14 Listing Rule 19.30(2)(b).
15 See paragraph 96 of the JPS for a list of these Recognised Stock Exchanges (link).
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45.

46.

47.

48.

49.

can meet the relevant additional eligibility requirements in Section 5 of the
JPS (including a good listing compliance record of five years and a market
capitalisation at secondary listing (US$400 million) that is significantly larger
than the minimum market capitalisation requirement for a primary listing
(HK$500 million))*6; or

(b) the Chapter 19C route, for Qualifying Issuers that are Innovative
Companies and meet the relevant suitability and additional eligibility
requirements in Chapter 19C of the Listing Rules and related guidance
materials. Qualifying Issuers may or may not have a centre of gravity in
Greater China. Grandfathered Greater China Issuers and Non-Greater
China Issuers may list with Non-compliant WVR and/ or VIE Structures
whereas, for the purpose of preventing regulatory arbitrage, the Exchange
will evaluate Non-Grandfathered Greater China Issuers with WVR
structures in a similar manner as those that apply for primary or dual-
primary listing under Chapter 8A of the Listing Rules, and retains the
discretion to reject an application for secondary listing if it believes an issuer
has acted intentionally to avoid any relevant rules under Chapter 8A.

Therefore, issuers with a centre of gravity in Greater China can only apply for
secondary listing through the Chapter 19C route, which is more restrictive than
the requirements for issuers with a centre of gravity outside Greater China. As
explained further in Chapter 4 of this paper, this is to prevent regulatory arbitrage
(see paragraphs 174 and 175).

Waivers

All issuers may apply for waivers from strict compliance with the Listing Rules
based on their specific facts and circumstances, and the Exchange may exercise
its discretion and waive, modify or not require compliance with specific Listing
Rules in each individual case pursuant to Listing Rule 2.04.

The JPS sets out a list of Common Waivers that are available to primary, dual
primary and secondary listed Overseas Issuers. These waivers are granted on
a case-by-case basis and the issuer must, at a minimum, meet the relevant
prescribed conditions.

Automatic Waivers are granted to eligible JPS Secondary Issuers and all
Qualifying Issuers on the basis that reliance can be placed on the regulations in
and enforcement by the market where these issuers are primary listed (e.g. the
laws under which shareholders may take action for corporate misconduct or
management misfeasance). These waivers are granted automatically if the
issuers can meet the applicable criteria set out in either the JPS or Chapter 19C
of the Listing Rules, as the case may be.

Trading Migration Requirement

The Trading Migration Requirement states that the Automatic Waivers granted to
a Greater China Issuer listed under the Chapter 19C route will be revoked if the

16 QOtherwise, they would need to apply for each waiver separately.
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majority of trading in its listed shares migrates to the Exchange’s markets on a
permanent basis. If this occurs, Grandfathered Greater China Issuers can,
however, still retain their Non-compliant WVR and/ or VIE Structures without the
need to comply with the relevant requirements under Chapter 8A of the Listing
Rules and/ or LD43-3. The Trading Migration Requirement is not applicable to
Overseas Issuers listed under the JPS route, or Non-Greater China Issuers listed
under the Chapter 19C route.

Remedies Available to Shareholders of non-Hong Kong issuers

50. A shareholder of a non-Hong Kong issuer listed on the Exchange is entitled to

seek certain remedies from the Hong Kong courts (including statutory relief under
the HKCO?, enforcement/ recognition of judgments made by courts outside
Hong Kong pursuant to Foreign Judgments (Reciprocal Enforcement) Ordinance
(Cap.319) (“FJREO”)!® and Mainland Judgments (Reciprocal Enforcement)
Ordinance (Cap.597) (‘MJREQ”)'° and, in extreme cases, winding-up the issuer
under CWUMPO? as well as other applicable common law remedies). There
are however limitations with such remedies, including but not limited to:

(@) enforcement of a Hong Kong judgment against the overseas assets,
operations and/ or directors of a non-Hong Kong issuer listed on the
Exchange is not a straightforward exercise because whether or not a Hong
Kong judgment is enforceable in the relevant overseas jurisdiction is a
matter of the laws of that jurisdiction and must be determined on a case by
case basis and the effectiveness of the judgement may also depend on the
corporate structure of the listed group?; and

(b) in terms of enforcement of an overseas judgment, FJREO applies to a
limited number of jurisdictions (which do not include the British Virgin
Islands and the Cayman lIslands)?? whilst enforcing overseas judgments
under common law (whether or not the issuers were incorporated in a
common law or civil law jurisdiction) is limited to judgement for a debt or a
definite sum of money?3.

17

18
19
20
21

22
23

Section 725 of the HKCO (unfair prejudicial) and sections 737 and 738 of the HKCO (derivative
actions).

Sections 3(2) and 4(1) of FIREO.

Hong Kong Civil Procedure (Hong Kong White Book) 2021, para.E3/0/5.

Section 327 of the CWUMPO.

In the example of a Cayman-BVI-Mainland China group structure, based on the current law and
practice governing the recognition and assistance of foreign liquidators in the PRC, Cayman Islands
and the BVI, any liquidator appointed by the Hong Kong court would not be able to change control
of the Cayman Islands issuer’s BVI intermediate subsidiaries and obtain control of the PRC operating
companies to ultimately recover assets from its operating indirect subsidiaries in the PRC (Re China
Huiyuan Juice Group Limited [2020] HKCFI 2940).

Section 3 of FJIREO.

The PRC judgments must be made by the Supreme People’s Court, a Higher People’s Court, an
Intermediate People’s Court, or a recognised Primary People’s Court (First Schedule to MJUREO).
The contractual agreement in dispute must also specify that the PRC courts have exclusive
jurisdiction (section 5(2)(b) of MJREO). The PRC judgment should also be final and conclusive
(section 6(1)(b) of MIREO).
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These limitations mean that an aggrieved shareholder may need to explore other
avenues to seek remedies, for example, initiating a claim or legal proceedings in
the relevant overseas jurisdictions directly.

Jurisdictional Comparison

51.

52.

53.

54.

A comparison of the regulation of overseas issuers in other major jurisdictions is
set out in Schedule B to this paper and summarised below.

Australia

Australia operates a “Foreign Exempt Listing” regime whereby a “foreign entity”
(i.e. incorporated or otherwise established outside Australia) listed on an
acceptable securities exchange is permitted to have a secondary listing on the
ASX?*. These issuers are entitled to certain relief from prospectus requirements
and are subject to minimal requirements under the listing rules of the ASX.
However, they must meet higher financial eligibility thresholds to list.

Singapore

Similar to Hong Kong, a “foreign issuer" (i.e. incorporated or otherwise
established outside Singapore) may list in Singapore by primary listing on SGX
Main Board or Catalist?®, or secondary listing on SGX Main Board. Primary listed
issuers are largely subject to equivalent financial eligibility listing and prospectus
requirements as those imposed on domestic issuers. Secondary listed issuers
must maintain a primary listing on an acceptable foreign exchange and be
subject to the primary home rules, but they are not required to comply with the
listing rules in Singapore if they provide certain undertakings?® to SGX.

UK

The UK does not have a secondary listing regime. Its primary listing regime of
LSE’s Main Market is divided into “premium” and “standard” tiers, and a High
Growth Segment. A “premium” listing imposes broadly equivalent requirements
to those imposed on a Main Board primary listed issuer in Hong Kong. Its
“standard” tier allows any company (domestic or overseas) to list in the UK by
meeting minimum EU requirements only. The High Growth Segment provides
medium and large sized high growth companies incorporated in the UK or the

24 https://www.asx.com.au/documents/asx-compliance/appendix-1c-information-form-and-checklist-

asx-foreign-exempt-listing.doc

25

26

Catalist is a listing platform for fast-growing enterprises seeking a primary listing on SGX. Catalist
listing requirements are much less strict than those for listing on SGX Main Board. Companies listing
on Catalist are not subject to any minimum profit requirement and are eligible to list as long as they
can show they have secured enough working capital to cover their needs for the first 12 months after
listing.

SGX Listing Rule 217 requires undertakings to: (a) release all information and documents in English
to the SGX at the same time as they are released to the home exchange; (b) inform the SGX of any
issue of additional securities in a class already listed on the SGX and the decision of the home
exchange; and (c) comply with such other listing rules as may be applied by the SGX from time to
time.
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55.

European Economic Area (and that do not meet certain eligibility criteria (in
particular the free float requirement) for joining the “premium” segment of the
Main Market) with an additional route to the Main Market to raise capital and build
their business. Only the shares of “premium” listed issuers are eligible for
inclusion in major domestic Financial Times Stock Exchange (FTSE) indices.
LSE also operates AIM for small and medium size growth companies (domestic
or overseas) with more relaxed regulations and listing requirements?”’.

Us

The US operates a “Foreign Private Issuer” regime (with no distinction between
primary and secondary listings) whereby these non-US issuers are exempted
from some IPO requirements and most ongoing listing requirements. The US
has operated this regime since the 1930s to attract foreign issuers to list in the
US by imposing fewer requirements on them than it imposes on its domestic
issuers. “Foreign Private Issuers” must meet higher financial eligibility thresholds
to list unless they can meet the share distribution requirements within North
America that apply to domestic US issuers.

27 For instance, companies may gain admission to AIM without a trading record, an established

management team or any minimum market capitalisation and they are not subject to a minimum free
float requirement.
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CHAPTER 2 CORE SHAREHOLDER

PROTECTION STANDARDS

Background

56.

57.

58.

59.

60.

61.

Concept of Recognised Jurisdictions and Acceptable Jurisdictions

To list on the Exchange, an Overseas Issuer must be either incorporated in a
Recognised Jurisdiction or an Acceptable Jurisdiction. Overseas Issuers must
also demonstrate how they meet the Equivalence Requirement — i.e. the
requirement that they are subject to shareholder protection standards at least
equivalent to those of Hong Kong?.

Recognised Jurisdictions

Bermuda, the Cayman Islands and the PRC are Recognised Jurisdictions. To
meet the Equivalence Requirement, Overseas lIssuers incorporated in the
Recognised Jurisdictions are required to conform their constitutional documents
with the provisions set out in Appendix 13 to the Listing Rules.

Part A (Bermuda) and Part B (the Cayman Islands) of Appendix 13 to the Listing
Rules were introduced in the third edition of the Listing Rules published in
December 1989. These parts aim to prevent avoidance of Hong Kong
shareholder protection measures by Hong Kong issuers which were, at the time,
re-domiciling to Bermuda or the Cayman Islands in significant numbers, even
though their shareholder base and share trading remained predominantly in
Hong Kong.

The Exchange took the approach of identifying the “shortfalls” in the provisions
of the company law of each of Bermuda and the Cayman Islands at the time as
compared to the then company law of Hong Kong, with a view to bridging these
shortfalls with requirements in the Listing Rules. The provisions in these parts of
Appendix 13 have however remained largely unchanged irrespective of the
developments in the company laws of these jurisdictions.

PRC issuers are required to include the Mandatory Provisions issued in 1994 by
PRC regulatory authorities in their articles of association?®. Part D of Appendix
13 to the Listing Rules was introduced to ensure that applicable PRC laws and
the articles of association of PRC issuers, in combination, provide a sufficient
level of protection to shareholders®°.

Since 1989, most Overseas Issuers have continued to be companies
incorporated in one of the Recognised Jurisdictions. As of 31 December 2020,
90% of the issuers listed on the Exchange are companies incorporated in a
Recognised Jurisdiction (see Table 3 above). Most of these issuers have their

28 Listing Rule 19.05(1)(b).
29 This is required under Zheng Wei Fa (1994) No. 21 issued on 27 August 1994 by the State Council

Securities Policy Committee and the State Commission for Restructuring the Economic System.

30 Listing Rule 19A.03(4).
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headquarters, operations or otherwise a centre of gravity in Greater China.

Acceptable Jurisdictions

62. Overseas Issuers incorporated outside the Recognised Jurisdictions are required
to meet the Equivalence Requirement by demonstrating how their domestic laws,
the rules and regulations to which they are subject and their constitutional
documents, in combination, meet the JPS Key Shareholder Protection Standards.
This process ordinarily results in the Exchange approving that jurisdiction as a
new Acceptable Jurisdiction - i.e. an eligible jurisdiction of incorporation for
subsequent Overseas Issuers incorporated in the same jurisdiction seeking a
listing on the Exchange.

63. As of 31 December 2020, the Exchange has approved 28 Acceptable
Jurisdictions and published a Country Guide for each but one?3! of them. Most of
the issuers incorporated in the Acceptable Jurisdictions do not have a centre of
gravity in Greater China. As of 31 December 2020, 2% of the issuers listed on
the Exchange are incorporated in an Acceptable Jurisdiction (see Table 3 above).

Summary of Requirements on Making up for Shortfalls to the Equivalence
Requirement

64. Issuers (except for Grandfathered Greater China Issuers and Non-Greater China
Issuers which are required to comply with the relevant requirements in Chapter
19C of the Listing Rules) incorporated in Recognised Jurisdictions and
Acceptable Jurisdictions are required to make up any shortfalls in meeting the
Equivalence Requirement by complying with the Listing Rules or guidance
summarised in Table 4 below:

Place of incorporation Applicable Listing Rules / Guidance

Bermuda Part A of Appendix 13 to the Listing Rules

The Cayman Islands Part B of Appendix 13 to the Listing Rules

The PRC Part D of Appendix 13 to the Listing Rules
Acceptable Country Guides based on the JPS Key Shareholder
Jurisdictions Protection Standards

Table 4: Summary of Applicable Shareholder Protection Requirements

65. In addition to these requirements, all issuers (except for Grandfathered Greater
China Issuers and Non-Greater China Issuers) must ensure that their
constitutional documents conform with the provisions set out in Appendix 3 to the
Listing Rules. The purpose of Appendix 3 is to ensure that all issuers’
constitutional documents contain additional shareholder protection standards
that the Exchange considers necessary but are not required by the HKCO or the

31 No Country Guide has been published for Ontario, Canada as its acceptance pre-dates the existing
regime for Overseas Issuers.
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Mandatory Provisions (with respect to PRC issuers).

Issues

66.

67.

Complexity of Requirements for Overseas Issuers

We have received feedback that the current requirements for Overseas Issuers
are fragmented, complex and difficult to navigate as they are scattered in various
places in the Listing Rules (Chapter 19, Chapter 19C and Appendices 3 and 13),
the JPS, Country Guides and various guidance materials. The complexity of the
requirements may not be conducive to compliance. The current Rules could also
be seen as unduly burdensome and unappealing for prospective applicants
unfamiliar with the Hong Kong listing regime.

Inconsistent Shareholder Protection Standards

The shareholder protection requirements for Overseas Issuers incorporated in
Bermuda and the Cayman lIslands3? under the Listing Rules and those in
Acceptable Jurisdictions in the JPS are not the same, and there are gaps
between the requirements for each group as illustrated in Table 5 below. This
differential treatment of Overseas Issuers is out of line with the Exchange’s
objective of providing the same protection for investors of all issuers, irrespective
of the place of incorporation.

Recognised
Shareholder protection Jurisdictions Acceptable
requirements Cayman | Jurisdictions
Bermuda
Islands

A. Appendix 13 to the Listing Rules:

Annual General Meeting and Accounts

Accounts must be sent with

A D
(@) AGM notice® No ves No

Accounts must be laid before .
®) | members at AGM* Yes Yes No

Books of account must give true

D
(©) and fair view3® ves Yes e
Directors
() Simple majority approval to NoA Yes No®

remove directors

Our analysis does not include the requirements for PRC issuers for reasons set out in paragraph 2
of this paper.

33 This is also required under Listing Rule 13.46(1) and (2).

This is also required under Notes 2 and 2(b) of Listing Rule 13.46(1)(b).
This is also required under paragraph 2 of Appendix 16 to the Listing Rules and Listing Rules 19.22,
19.24, 19.49 and 19.51.
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Shareholder protection

Recognised
Jurisdictions

Acceptable
Jurisdictions

share capital must be able to

requirements
Bermuda Cayman
Islands
Simple majority approval of
(e) | compensation to director for loss Yes Yes NoP
of office®
Restrictions regarding loans to
(f) | directors and close associates No* Yes NoP
equivalent to Hong Kong law?’
Requirement on directors to A b
(9) declare material interests® No ves No
Register of Members
(h) Branch reglgter of members to NoA Yes NoC
be open for inspection
Proxies and corporate representatives
(i) | Member’s right to appoint proxy No* Yes No®
B. Section 1 of the JPS
Shareholder Voting
(@) S}uper majority to vary class YesB YesB Yes
rights
(b) _Ind|V|duaI. members to. ap.p.rove No No Yes
increase in members liability
Simple majority to approve
(c) | appointment, removal and No No Yes
remuneration of auditors
(d) Super majo.nty. to approve No No Yes
voluntary winding up
Annual General Meetings and Accounts
©) AGM held at least every 15 Yes? Yes? Yes
months
0 Members have right to speak No No Yes
and vote at general meetings
i o
) Members holding 10% of the No No Yes

36

37

38

The connected transaction rules under Chapter 14A of the Listing Rules also apply to transactions

with the issuer’s directors and past directors.

The connected transaction rules under Chapter 14A of the Listing Rules also apply to transactions

with the issuer’s directors and past directors.
This is also required under Listing Rule 13.44.
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68.

69.

70.

Recognised

Shareholder protection Jurisdictions Acceptable
requirements Cayman | Jurisdictions
Bermuda
Islands

convene a general meeting

Note A: These standards are not included in Part A of Appendix 13 to the Listing Rules for
Bermuda incorporated issuers because these provisions are already required by the Bermuda
Companies Act.

Note B: These requirements are provided in Part A or Part B (as the case may be) in Appendix
13 to the Listing Rules.

Note C: These standards (together with standards set out in part B (a), (c)-(g) of the Table 5)) will
be included in our proposed Core Standards. Accordingly, Overseas Issuers will be required to
comply with them.

Note D: Overseas Issuers are required to comply with these requirements under other Listing
Rules.

Table 5: Comparison between Shareholder Protection Requirements for
Recognised Jurisdictions and Acceptable Jurisdictions

Reasons for inconsistencies in requirements

The inconsistencies between the shareholder protection requirements of Parts A
and B of Appendix 13 to the Listing Rules for issuers incorporated in Bermuda
and the Cayman lIslands, respectively, have arisen because of the differences in
the shareholder protection standards already provided by the respective local
laws of these two jurisdictions (for example, more protection standards are
provided in the local laws of Bermuda than the local laws of the Cayman Islands
(see Note A in Table 5). As such, the Listing Rules require issuers incorporated
in the Cayman Islands and Bermuda to make up for different shortfalls from the
relevant shareholder protections in their constitutional documents that are not
already provided by the respective local laws.

The inconsistencies between the shareholder protection requirements for
Bermuda and Cayman Islands incorporated issuers (under Parts A and B of
Appendix 13) and those applicable to Acceptable Jurisdictions under the JPS
have arisen from a difference in approach to meeting the Equivalence
Requirement. While the shareholder protection requirements applicable to
Bermuda and the Cayman Islands refer to the identified shortfalls in local laws
that are specific to these two jurisdictions, the JPS Key Shareholder Protection
Standards were developed to provide a benchmark (based on the provisions of
the company law of Hong Kong at the relevant time) that could be compared
against the local laws of any jurisdiction to determine whether the Equivalence
Requirement could be met.

Other issues reqarding existing shareholder protection standards

In addition to the inconsistencies noted above, a number of the shareholder
protection standards required by the Listing Rules (particularly those in Appendix
3) have become outdated, unnecessary or superfluous over time due to changes
in law, the Listing Rules and practice. Some duplicate other Listing Rules
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requirements (with occasional inconsistencies) while others do not concern
fundamental shareholders’ rights commonly found in the company laws or listing
rules of leading stock markets. Please refer to Schedule C for detailed
explanations in respect of each of these provisions which we propose to repeal.

Proposals

A.

71.

72.

73.

74.

Streamlining shareholder protection standards into one set of “Core
Standards”

We propose to streamline the shareholder protection standards that issuers are

required to provide into one set of Core Standards for all issuers and, as a result,

repeal the Equivalence Requirement. The concepts of “Recognised Jurisdictions”
and “Acceptable Jurisdictions” will be removed as a consequence.

We propose to introduce the 14 standards set out in paragraphs 79 to 137 below
as the Core Standards. We consider these proposed Core Standards to be
sufficient as they cover the most fundamental shareholders’ rights relating to the
notice and conduct of shareholders’ meetings, approval of important matters,
members’ right to requisition a meeting, remove directors, vote, speak and
appoint proxies/corporate representatives, auditors, appointment of directors to
fill casual vacancies and inspection of shareholders’ register, etc. which are
based on standards set out in the HKCO or already required under the Listing
Rules. A maijority of the proposed Core Standards are the same as the key
shareholder protection standards identified in the last two reviews (reviews
conducted jointly by the SFC and the Exchange that produced the JPS in March
2007 and updated in September 2013). Detailed reasons for adopting these as
the Core Standards are set out for each in paragraphs 79 to 137 below.

The proposed Core Standards will be applicable to all issuers®?, including PRC
Issuers and Hong Kong issuers. PRC issuers will need to comply with the
requirements under Chapter 19A of and Part D of Appendix 13 to the Listing
Rules, in addition to the Core Standards. However, this should not significantly
increase the compliance burden on PRC issuers as the Core Standards are
identical to the Mandatory Provisions and the Listing Rules that PRC issuers are
already required to comply with except for the Core Standard on HKSCC'’s right
to appoint proxies and corporate representatives (see paragraphs 126 to 128) 0.
While they may have to amend their constitutional documents to expressly
provide this Core Standard, we note that existing listed PRC issuers currently
comply with this standard in practice.

We also propose to repeal some provisions currently required under Appendix 3

39 |ssuers of HDRs will also have to demonstrate compliance with all shareholder protection standards

40

that apply to issuers of shares in order to be admitted to listing. The rights of a shareholder and a
HDR holder are not identical (e.g. the rights of a HDR holder arise from the deposit agreement) but
are in general equivalent. HDR holders who want to enforce their rights as shareholders may choose
to convert their HDRs into shares of the underlying company (see HKEX’s framework for HDRs —
Frequently Asked Questions released on 9 May 2008 and last updated on 15 February 2018).

While the PRC Company Law and the Mandatory Provisions provide for shareholders’ right to
appoint proxies/ corporate representatives, they do not contain any express reference to HKSCC'’s
right to appoint proxies/corporate representatives.
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75.

76.

77.

78.

79.

80.

or Appendix 13 to the Rules as they: (a) overlap with other Rule requirements;
(b) have become obsolete over time; and/ or (c) otherwise do not concern
fundamental shareholders’ rights commonly found in the company laws/ listing
rules of leading stock markets (see Schedule C).

An Overseas Issuer should notify the Exchange of any laws or regulations to
which it is subject or provisions in its constitutional documents, with regards to
matters not covered by the Core Standards or the Listing Rules, that may be
materially detrimental to the interests of shareholders as a whole (as notification
is consistent with the principle that information provided to the Exchange must
be accurate and complete in all material respects®!). The Exchange reserves
the right to consider an issuer to be unsuitable for listing in such cases.

An Overseas Issuer is expected to review the domestic laws and regulations to
which it is subject and its constitutional documents to ensure that they, in
combination, provide the Core Standards. It should monitor its on-going
compliance with these Core Standards and notify the Exchange if it becomes
unable to comply with any Core Standard after listing.

Overseas Issuers must also disclose in the Listing Documents the risks
associated with the limitations on the extent to which Hong Kong courts may be
used as an avenue for aggrieved shareholders of non-Hong Kong issuers as
noted in paragraph 50 above.

We believe that all matters that are fundamental to shareholder protection are
covered by either the Core Standards or other Listing Rules. However, we seek
feedback on our choice of Core Standards and whether additional matters should
be included within them.

Directors

Removal of directors

We propose the following as a Core Standard:

“Where not otherwise provided by law, members in general meeting shall have
the power by ordinary resolution to remove any director (including a managing
or other executive director, but without prejudice to any claim for damages under
any contract) before the expiration of his period of office.

Note: In respect of Grandfathered Greater China Issuers and Non-Greater China
Issuers that are permitted to have a WVR structure that does not comply with
Chapter 8A of these Exchange Listing Rules, the Exchange will consider the
applicability of this requirement on a case-by-case basis based on the
circumstances of each individual case.”

This standard is currently provided in Appendix 3 and Part B of Appendix 13 to

41 Listing Rule 2.13(2).
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81.

82.

83.

the Listing Rules*? in substance with a slight difference*® in the wording used in
the underlined portion of the above text. The HKCO# and the Mandatory
Provisions*® contain similar requirements. We propose to apply this standard as
a Core Standard for all issuers as we believe shareholders’ ability to remove any
director by ordinary resolution is important for effective corporate governance
and is fundamental to shareholder protection. However, we propose to replace
the reference to “the issuer” with “members” to explicitly provide shareholders
with the safeguard. We expect all existing listed issuers to be able to comply
with this standard. A minority of Grandfathered Greater China Issuers may need
to change their constitutional documents to comply.

In respect of Grandfathered Greater China Issuers and Non-Greater China
Issuers with Non-compliant WVR Structures permitted under the Rules, the non-
WVR shareholders’ right to remove directors may, however, undermine the
effectiveness of their permitted WVR structure. We consider that the Exchange
shall take a case-by-case approach to determining the applicability of this
standard to such issuers in such circumstances. The wording used in the note to
this Core Standard provides for such flexibility.

Casual vacancy appointments

We propose the following as a Core Standard:

“Any person appointed by the directors to fill a casual vacancy on or as an
addition to the board shall hold office only until the next following annual general
meeting of the issuer, and shall then be eligible for re-election.

Note: In respect of Grandfathered Greater China Issuers and Non-Greater China
Issuers that are permitted to have a WVR structure that does not comply with
Chapter 8A of these Exchange Listing Rules, the Exchange will consider the
applicability of this requirement on a case-by-case basis based on the
circumstances of each individual case.”

This standard is currently provided in Appendix 3 to the Listing Rules“5. The
HKCO*’ provides that a vacancy created by the removal of director may be filled
as a casual vacancy although it does not stipulate that such director shall hold
office only until the next annual general meeting. We propose to apply the Core
Standard to all issuers to preserve shareholders’ ability to elect directors after a
casual vacancy has arisen. We expect all existing listed issuers to be able to

42

43

44

45

46
47

Paragraph 4(3) of Appendix 3 to the Listing Rules and paragraph 5(1) under Section 1 in Part B of
Appendix 13 to the Listing Rules.

Currently, “members” is only stated in the provision applicable to issuers incorporated in the Cayman
Islands in paragraph 5(1) of Part B of Appendix 13 to the Listing Rules whereas “issuer” is used in
Appendix 3 to the Listing Rules.

Section 462(1) of HKCO provides that a company may by an ordinary resolution passed at a general
meeting remove a director before the end of the director’s term of office.

Electing and changing director and deciding the remuneration of directors are the duties performed
by shareholders’ meeting under Article 50 of the Mandatory Provisions and they are not matters to
be approved by special resolution under Article 71 of the Mandatory Provisions.

Paragraph 4(2) of Appendix 3 to the Listing Rules.

Section 462(5) of HKCO.

24



84.

85.

86.

87.

88.

comply with this standard. Some Grandfathered Greater China Issuers may need
to change their constitutional documents to comply.

In respect of Grandfathered Greater China Issuers and Non-Greater China
Issuers with Non-compliant WVR Structures permitted under the Rules, the WVR
beneficiaries’ powers to appoint directors as provided in the constitutional
documents of such issuers may be an integral part of the permitted WVR
structure. The Exchange proposes to take a case-by-case approach to
determining the applicability of this standard to such issuers in such
circumstances. The wording used in the note to this Core Standard provides for
such flexibility.

The Corporate Governance Code in Appendix 14 to the Listing Rules contains
the same requirement on casual vacancy appointments €. However, the
provision under the Corporate Governance Code allows an issuer to choose to
either comply with the requirement or explain why it has not complied. As we
propose that this standard be a Core Standard, we propose to repeal the “comply
or explain” requirement on casual vacancy appointments in the Corporate
Governance Code to address this current inconsistency in the Rules.

General Meetings

Timing of annual general meeting

We propose the following as a Core Standard:

“An issuer must hold a general meeting for each financial year as its annual
general meeting.

Note: Generally, an issuer must hold its annual general meeting within six months
after the end of its financial year.”

This proposed Core Standard is based on provisions in the HKCO and the
Mandatory Provisions*°. The provisions in Part A and Part B of Appendix 13 to
the Listing Rules ®° and the JPS Key Shareholder Protection Standards
applicable to issuers incorporated in Acceptable Jurisdictions and certain
Qualifying Issuers (i.e. Non-Greater China Issuers and Grandfathered Greater
China Issuers) ®! also require an annual general meeting to be held each year,
but generally within 15 months from the date of the previous annual general
meeting.

As stated in some of the Country Guides®? previously issued by the Exchange,

48
49

50

51
52

Code Provision A.4.2 under Appendix 14 to the Listing Rules.

Article 52 of the Mandatory Provisions states that the annual general meeting shall be held once a
year, within six months after the conclusion of the preceding fiscal year. Section 610(1) of the HKCO
provides that a public company must hold an annual general meeting within six months after the end
of its accounting reference period.

Paragraph 4(2) under Section 1 in Part A of Appendix 13 to the Listing Rules and paragraph 4(2)
under Section 1 in Part B of Appendix 13 to the Listing Rules.

Paragraph 41 of the JPS and Listing Rule 19C.07(4).

Country Guides for France and Luxembourg.
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89.

90.

91.

92.

93.

we do not consider that the requirement for holding an annual general meeting
within six months after the end of the financial year is materially different from the
requirement that no more than 15 months should elapse between two annual
general meetings. We propose to apply this standard to require the holding of
an annual general meeting within six months after the end of the financial year
as a Core Standard for all issuers in line with the requirements under the HKCO.

For existing issuers currently subject to a requirement that not more than 15
months should elapse between two annual general meetings, the Exchange will
consider them to be compliant with this Core Standard if they comply with the
relevant requirements that were applicable to them at listing. As such, we expect
all existing listed issuers to be able to comply with this standard.

Notice of annual general meeting

We propose the following as a Core Standard:

“An issuer must give its members reasonable written notice of its general
meetings.

Note: “Reasonable written notice” normally means at least 21 days for an annual
general meeting and at least 14 days for other general meetings. This is unless
it can be demonstrated that reasonable written notice can be given in less time.”

Currently, issuers incorporated in Acceptable Jurisdictions and certain Qualifying
Issuers (i.e. Non-Greater China Issuers and Grandfathered Greater China
Issuers) are only required to give their members “reasonable written notice” of
general meetings with no specific time limit imposed®3.

For PRC issuers, the Mandatory Provisions require them to provide 45 days’
notice of a general meeting® and the PRC Company Law requires a notice
period of 20 days for annual general meetings and 15 days for special general
meetings®®. It is noted that PRC Issuers whose shares are listed in Hong Kong
have, in practice, adopted a notice period of 20 days for annual general meetings
in line with the PRC Company Law®®.

Issuers incorporated in Bermuda or the Cayman Islands are required by
Appendix 13 to the Listing Rules®’ to stipulate in their constitutional documents

53
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56

57

Paragraph 42 of the JPS and Listing Rule 19C.07(5).

Article 53 of the Mandatory Provisions provides that when convening the general meeting of
shareholders, the company shall issue a written notice 45 days in advance to all the registered
shareholders.

Listing Rule 19A.53 provides that a PRC issuer shall observe and comply with the, among others,
the PRC Company Law and the PRC issuer’s articles of association. See also FAQ series 070-2019.
China Securities Regulatory Commission published a news release in October 2019 about the
abolition of the 45 days’ notice period stipulated in the Special Provisions of the State Council
Concerning the Floatation and Listing Abroad of Stocks by Limited Stock Companies. However, the
Mandatory Provisions have not been referred to in the press release and have not been formally
amended accordingly.

Paragraph 3 under Section 1 in Part A of Appendix 13 to the Listing Rules and paragraph 3 under
Section 1 in Part B of Appendix 13.
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95.

96.

97.

that any annual general meeting must be called by notice of at least 21 days, and
that any other general meeting must be called by notice of at least 14 days. These
requirements are consistent with the HKCO?®8. In comparison, the JPS provides
more flexibility to issuers incorporated in Acceptable Jurisdictions by requiring
them to give their members reasonable written notice of general meetings. The
same requirement applies to Grandfathered Greater China Issuers and Non-
Greater China Issuers seeking a secondary listing under Chapter 19C of the
Listing Rules.

We propose to apply this standard as a Core Standard for all issuers. The
proposed Core Standard (with flexibility allowed as per the current wording)
reflects the existing requirements for Hong Kong issuers and issuers
incorporated in Bermuda and the Cayman Islands and only slightly varies from
the existing requirements for PRC Issuers. It also aims to accommodate
variation in the provisions of overseas company laws on this matter.

For PRC Issuers, the minimum length of the notice period as stipulated in the
PRC Company Law is slightly different (i.e. 20 days for annual general meetings
and 15 days for special general meetings) and we would consider such
differences to be still acceptable. For existing listed issuers that have been
allowed to list with a shorter notice period, they will be considered to be in
compliance with the Core Standard if they comply with the requirements that
were applicable to them in this regard at listing. As such, we expect all existing
listed issuers to be able to comply with this standard.

The Corporate Governance Code in Appendix 14 to the Listing Rules contains a
‘comply or explain” provision that an issuer should arrange for notice to
shareholders to be sent for an annual general meeting at least 20 clear business
days before the meeting®®. We propose to repeal this provision to avoid any
possible conflict and/or confusion between the proposed Core Standard and the
Corporate Governance Code.

Right to speak and vote at general meetings

We propose the following as a Core Standard:

“‘“Members must have the right to (1) speak at a general meeting; and (2) vote at
a general meeting except where a member is required, by these Exchange
Listing Rules, to abstain from voting to approve the matter under consideration.

Note 1: An example of such a circumstance is where a member has a material
interest in the transaction or arrangement being voted upon.

Note 2: If an issuer is subject to a foreign law or regulation that prevents the
restriction of a members’ right to speak and/or vote at general meetings, the
issuer can enter into an undertaking with the Exchange to put in place measures
that achieve the same outcome as the restriction under this paragraph (e.g. any
votes cast by or on behalf of a member in contravention of the rule restriction

58 Section 571(1) of the HKCO.
59 Code Provision E.1.3 under Appendix 14 to the Listing Rules.
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100.

101.

must not be counted towards the resolution).”

This is currently a JPS Key Shareholder Protection Standard applicable to
issuers incorporated in Acceptable Jurisdictions and certain Qualifying Issuers
(Non-Greater China Issuers and Grandfathered Greater China Issuers) .
Neither the JPS nor the Listing Rules specifically impose this standard on issuers
incorporated in Bermuda, the Cayman Islands®, Hong Kong or the PRC.
However, it is implied in the HKCO and the Mandatory Provisions that members
do have the right to speak and vote at general meetings®?. Further, under the
Corporate Governance Code, issuers should ensure that the chairman should
attend general meetings to answer shareholders’ questions (Code Provision
E.1.2) and directors should attend general meetings to gain an understanding of
the views of shareholders (Code Provision A.6.7). Consequently, there is an
expectation in the Rules that all issuers should provide members with a right to
speak. As such, we expect all existing listed issuers to be able to comply with
this standard.

We propose to apply this standard as a Core Standard for all issuers to close the
current gap between the JPS Key Shareholder Protection Standards and the
standards applicable to other jurisdictions.

Restriction on shareholder voting

We propose the following as a Core Standard:

“‘Where any shareholder is required under these Exchange Listing Rules to
abstain from voting on any particular resolution or restricted to voting only for or
only against any particular resolution, any votes cast by or on behalf of such
shareholder in contravention of such requirement or restriction shall not be
counted.”

This standard is currently provided in Appendix 3 to the Listing Rules®3. The
standard was introduced in 2004 as part of the corporate governance Rule
amendment exercise, which aimed to raise the standards of corporate
governance of issuers and to enhance investor protection. The HKCO also

60 Paragraph 43 of the JPS and Listing Rule 19C.07(6).

61 The Bermuda laws and the Cayman Islands laws provide that members present at a meeting have
voting rights but are not explicit in requiring issuers to provide members with the right to speak at
general meetings.

62 For instance, section 584 of HKCO provides that a company may hold a general meeting at multiple
locations by using electronic technology which enables members at different locations to listen,
speak and vote at the meeting. Section 588 of HKCO provides that on a vote on a resolution on a
show of hands at a general meeting, every member present in person has one vote. For PRC issuers,
Article 59 of the Mandatory Provisions provides that any shareholder who has the right to attend the
shareholders’ meeting and vote is entitled to entrust one or more persons as his or her agent to
attend the meeting and vote. The agent may exercise the shareholder’s right of speech according
to the shareholder’s entrustment.

63 Paragraph 14 of Appendix 3 to the Listing Rules.
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103.

104.

contains similar requirements®. This is also currently a JPS Key Shareholder
Protection Standard applicable to issuers incorporated in Acceptable
Jurisdictions and certain Qualifying Issuers (i.e. Non-Greater China Issuers and
Grandfathered Greater China Issuers)®. We consider this to be a fundamental
shareholder protection and propose to apply it as a Core Standard for all issuers.
We expect all existing listed issuers to be able to comply with this standard.
Where issuers can demonstrate that arrangements have been put in place that
achieve the same effect, for example two-tier voting arrangements, the Exchange
may consider them to be in compliance with this Core Standard.

Right to convene an extraordinary general meeting

We propose the following as a Core Standard:

“Members holding a minority stake in the total number of issued shares must be
able to convene an extraordinary general meeting and add resolutions to a
meeting agenda. The minimum stake required to do so must not be higher than
10% of the voting rights, on a one vote per share basis, in the share capital of
the issuer.”

This is currently a JPS Key Shareholder Protection Standard applicable to
issuers incorporated in Acceptable Jurisdictions and certain Qualifying Issuers
(i.e. Non-Greater China Issuers and Grandfathered Greater China Issuers)®S. It
is not currently applicable to issuers incorporated in Bermuda, the Cayman
Islands or the PRC. However, the company laws of Bermuda and the Mandatory
Provisions®” have equivalent provisions. The company laws of the Cayman
Islands do not have an equivalent provision. The Exchange has previously
permitted certain secondary listed issuers to have a requisition threshold higher
than 10% taking into consideration very specific facts and circumstances. Having
conducted a review, we believe all existing primary-listed issuers incorporated in
the Cayman Islands already have such standard incorporated in their
constitutional documents. Under the HKCO®8, shareholders representing at least
5% of the total voting rights of all members may request that the directors call a
general meeting. We expect all existing listed issuers to be able to comply with
this standard.

We propose to apply this standard as a Core Standard for all issuers to close the
current gap between the JPS Key Shareholder Protection Standards and the

64 The HKCO requires disinterested members’ voting for connected transactions and various prohibited
transactions (i.e. loans, quasi-loans and credit transactions; payments for loss of office; and directors’
long-term employment). If the company is subject to the disinterested members’ approval
requirement, the resolution at a general meeting of such a company is passed only if every vote in
favour of the resolution by the interested members is disregarded (sections 496(2)(b)(ii) and (5),
515(1)(b)(ii) and (4), 518(2)(b)(ii), (4) and (5) and 532(2)(b)(ii) and (4)).

65 Paragraph 43 of the JPS and Listing Rule 19C.07(6).

66 Paragraph 44 of the JPS and Listing Rule 19C.07(7).

67 Article 52 (Ill) of the Mandatory Provisions provides that the board of directors shall convene the
shareholders’ meeting upon written request of convening a special shareholders’ meeting from any
shareholder holding at least 10% of the company's issued voting stocks.

68 Section 566 of HKCO.
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standards applicable to other jurisdictions.
Other Shareholder Rights

Variation of Class Rights®®

105. We propose the following as a Core Standard:

“A super-majority vote of the issuer’'s members of the class to which the rights
are attached shall be required to approve a change to those rights.

Note 1: A “super-majority vote” means at least three-fourths of the voting rights
of the members holding shares in that class present and voting in person
or by proxy at a separate general meeting of members of the class where
the quorum for such meeting shall be holders of at least one third of the
issued shares of the class. This is unless it can be demonstrated that
shareholder protection will not be compromised by a lower voting
threshold (e.g. simple majority votes in favour of the relevant resolutions
with a higher quorum requirement) and in such case a “super-majority
vote” is deemed to be achieved.

Note 2: For PRC issuers, the Exchange will consider a resolution passed by
members representing at least two-thirds of the voting rights of the
members who are present at the classified members’ meeting and have
voting rights to amend class rights as satisfying the threshold of a “super-

”

majority’.

106. This is currently a JPS Key Shareholder Protection Standard applicable to

issuers incorporated in Acceptable Jurisdictions and certain Qualifying Issuers
(i.e. Non-Greater China Issuers and Grandfathered Greater China Issuers).
However, the JPS defines a “super-maijority vote” as a “two-thirds majority” and
does not specify the level of quorum requirement. “Two-thirds majority” is clarified
in Chapter 19C, for certain Qualifying Issuers, as meaning a two-thirds majority
of “members present and voting”’*.

107. The Mandatory Provisions applicable to PRC Issuers also require a two-thirds

majority vote of the shareholders who are present at the classified shareholders’
meeting and having voting rights to amend class rights’2. Any shareholder is

69

70
71
72

For general rights of shareholders, they can be varied by amending the issuer’s constitutional
documents. Amendment of constitutional documents would require a super-majority vote of
shareholders (see paragraph 113). In respect of variation of the rights of shareholders holding shares
of a particular class (where an issuer has more than one class of shares), this is subject to further
protection as provided in this Core Standard which is in line with section 180 of the HKCO.
Paragraph 36(b) of the JPS, Listing Rule 19C.07(1)(a) and Section 566 of HKCO.

Listing Rule 19C.07(1)(a) and Note.

Article 79 of the Mandatory Provisions provides that any variation of class rights shall be approved
by a special resolution in the shareholders’ meeting and approved by the affected shareholders in
the shareholders’ meetings convened separately. Article 82 of the Mandatory Provisions provides
that the resolution of the classified shareholders’ meeting shall be made with at least two-thirds of
the votes from the shareholders present at the classified shareholders’ meeting with voting rights.
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entitled to entrust a proxy to attend the meeting and vote’3.

108. For issuers incorporated in Bermuda or the Cayman Islands, Appendix 13 to the
Listing Rules’ requires their constitutional documents to stipulate that variation
of rights to a class of shares shall be approved by a three-fourths majority as set
out in the proposed Core Standard above. The HKCO ’® similarly requires
consent of holders representing at least a three-fourths majority of shares in that
class or a special resolution passed at a separate general meeting of holders of
shares in the class sanctioning the variation for varying class rights unless the
company’s articles provide otherwise.

109. We propose to apply this proposed standard to all issuers, and use the three-
fourths majority definition of a “super-majority vote” for the Core Standard so as
to align it with the current requirements for issuers incorporated in Bermuda and
the Cayman Islands and with the HKCO. For PRC issuers we propose to
maintain the current requirements under the Mandatory Provisions. What
constitutes variation of class rights remains a matter of the relevant company
laws and constitutional documents and is not affected by the Core Standard.

110. For existing issuers currently subject to the JPS Key Shareholder Protection
Standard which defines a “super-majority vote” as a “two-thirds majority”, we do
not intend to impose a higher threshold on them. These issuers will be
considered to be in compliance with the Core Standard if they comply with the
requirements that were applicable to them in this regard at listing. As such, we
do not expect existing listed issuers to be required to make amendments to their
constitutional documents to comply with this standard.

111. The proposed approach (with flexibility allowed as per the current wording) aims
to reflect the existing requirements for PRC issuers, Hong Kong issuers and
issuers incorporated in Bermuda and the Cayman Islands while accommodating
variation in provisions of overseas company law on this matter.

Amendment of Constitutional Documents

112. We propose the following as a Core Standard:

“A super-majority vote of the issuer's members in a general meeting shall be
required to approve changes to an issuer’s constitutional documents, however
framed.

Note 1: A “super-majority vote” means at least three-fourths of the total voting
rights of the members present and voting in person or by proxy at the
general meeting. This is unless it can be demonstrated that shareholder
protection will not be compromised by a lower voting threshold (e.g.
simple majority votes in favour of the relevant resolutions with a higher

73 Article 59 of the Mandatory Provisions provides that any shareholder who has the right to attend the
shareholders’ meeting and vote is entitled to entrust one or more persons (who may not be a
shareholder) as his or her agent to attend the meeting and vote.

74 Paragraph 2(1) under Section 1 in Part A of Appendix 13 to the Listing Rules and paragraph 2(1)
under Section 1 in Part B of Appendix 13 to the Listing Rules.

75 Section 180 of the HKCO.
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quorum requirement) and in such case a “super-majority vote” is deemed
to be achieved.

Note 2: For PRC issuers, the Exchange will consider a resolution passed by
members representing at least two-thirds of the total voting rights of the
members present and voting in person or by proxy at the meeting as

” g

satisfying the threshold of a “super-majority”.

113. This is currently a JPS Key Shareholder Protection Standard applicable to

issuers incorporated in Acceptable Jurisdictions and certain Qualifying Issuers
(i.e. Non-Greater China Issuers and Grandfathered Greater China Issuers)’®.
However, the JPS defines a “super-majority vote” as a “two-thirds majority”. “Two-
thirds majority” is clarified in Chapter 19C, for certain Qualifying Issuers, as

meaning a two-thirds majority of “members present and voting”’".

114. The Mandatory Provisions applicable to PRC Issuers also require a two-thirds

majority vote of the shareholders who are present at the meeting and have voting
power’®, Any shareholder is entitled to entrust a proxy to attend the meeting and
vote.

115. For issuers incorporated in Bermuda and issuers incorporated in the Cayman

Islands, Appendix 13 to the Listing Rules " requires their constitutional
documents to (a) stipulate that they may not be changed without a special
resolution, and (b) define “special resolution” to mean a resolution passed by
members holding three-fourths of the voting rights of those present and voting in
person or by proxy at a meeting of members.

116. The HKCO?® similarly provides that a company may only alter its articles by

“special resolution”, which is defined to mean a resolution that is passed by a
majority of at least 75% of the total voting rights of all the members who (being
entitled to do so) vote in person or by proxy on the resolution®.

117. We propose to apply this standard as a Core Standard for all issuers, and use

this three-fourths majority definition of a “super-majority vote” for the Core
Standard so as to align it with the current requirements for issuers incorporated
in Bermuda and the Cayman Islands and with the HKCO. For PRC issuers we

76
77
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80
81

Section 566 of HKCO, paragraph 36(b) of the JPS and Listing Rule 19C.07(1)(b).

Listing Rule 19C.07(1)(b) and Note.

Article 71 paragraph (V) of the Mandatory Provisions provides that revision of the articles of
association requires the approval of shareholders’ meeting in special resolutions. Article 64 of the
Mandatory Provisions provides that the special resolution made at the shareholders’ meeting
requires at least two-thirds of the votes of the present shareholders (including shareholders’ agents)
who have the voting power.

Paragraph 1 under Section 1 in Part A of Appendix 13 to the Listing Rules; paragraph 1 under
Section 1 in Part B of Appendix 13 to the Listing Rules and Listing Rule 19C.07(1)(b).

Section 88(2) of the HKCO.

Sections 564(1) and (3) of the HKCO. This is the requirement for resolutions being passed on a poll.
Listing Rule 13.39 requires that any vote of shareholders at a general meeting must be taken by poll
except for procedural or administrative matters in respect of which the chairman decides to allow
voting by a show of hands.
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propose to maintain the current requirements under the Mandatory Provisions.

118. The proposed approach (with flexibility allowed as per the current wording) aims

to reflect the existing requirements for PRC issuers, Hong Kong issuers and
issuers incorporated in Bermuda and the Cayman Islands while accommodating
variation in provisions of overseas company law on this matter.

119. For existing issuers currently subject to the JPS Key Shareholder Protection

Standard which defines a “super-majority vote” as a “two-thirds majority”, we do
not intend to impose a higher threshold on them. These issuers will be
considered to be in compliance with the Core Standard if they comply with the
requirements that were applicable to them in this regard at listing. As such, we
do not expect existing listed issuers to be required to make amendments to their
constitutional documents to comply with this standard.

Appointment of auditors

120. We propose the following as a Core Standard:

“The appointment, removal and remuneration of auditors must be approved by a
majority of the issuer’s members or other body that is independent of the board
of directors.

Note: An example of such an independent body is the supervisory board in
systems that have a two tier board structure.”

121. This is currently a JPS Key Shareholder Protection Standard applicable to

issuers incorporated in Acceptable Jurisdictions and certain Qualifying Issuers
(Non-Greater China Issuers and Grandfathered Greater China Issuers)®?. The
HKCO® and the Mandatory Provisions applicable to PRC issuers® also have
equivalent provisions. The Listing Rules do not require issuers incorporated in
Bermuda or the Cayman lIslands to comply with this shareholder protection
standard. The company laws®® of Bermuda have similar provisions (except that
two-thirds of the votes cast at a general meeting are required to remove an
auditor), while the company laws of the Cayman Islands do not have this
requirement. Existing issuers incorporated in the Cayman Islands®® might not

82
83

84

85
86

Paragraph 40 of the JPS and Listing Rule 19C.07(3).

Section 396 of HKCO provides that a company must appoint the auditor of the company for a
financial year by a resolution passed at a general meeting. Section 404 provides that the
remuneration of an auditor of a company appointed by the members may be fixed by a resolution
passed at a general meeting. Section 419(1) provides that a company may by an ordinary resolution
passed at a general meeting remove an auditor.

Article 147 of the Mandatory Provisions provides that the employment, dismissal or rejection of
reappointment of the accounting firm shall be decided by the shareholders’ meeting and submitted
to the State Council’s securities authority for record. Article 145 of the Mandatory Provisions provides
that the shareholders’ meeting may, before the expiry of the term of any accounting firm, dismiss it
through an ordinary resolution. Article 146 of the Mandatory Provisions provides that the
remuneration of the accounting firm or the method to decide the remuneration shall be decided by
the shareholders’ meeting.

Section 89 of Bermuda Companies Act.

Representing approximately 58% of issuers listed on the Exchange.
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123.

124.

125.

126.

meet this Core Standard and may have to amend their constitutional documents
accordingly.

We propose to apply the Core Standard to all issuers as we believe shareholders’
power to approve the appointment, removal and remuneration of an auditor is
important for ensuring auditor independence and effective corporate governance,
and thus it is fundamental to shareholder protection.

Proxies and corporate representatives

We propose the following as a Core Standard:

“Every member shall be entitled to appoint a proxy who need not necessatrily be
a member of the issuer and that every shareholder being a corporation shall be
entitled to appoint a representative to attend and vote at any general meeting of
the issuer and, where a corporation is so represented, it shall be treated as being
present at any meeting in person. A corporation may execute a form of proxy
under the hand of a duly authorised officer.”

Under the Listing Rules, this requirement relating to the appointment of proxies/
corporate representatives applies to only issuers incorporated in the Cayman
Islands®” and PRC Issuers®. However, the company laws of Bermuda®® have
equivalent provisions. The standard is also consistent with the HKCO®. Existing
issuers incorporated in Acceptable Jurisdictions and certain Qualifying Issuers
(i.e. Non-Greater China Issuers and Grandfathered Greater China Issuers)®
might not meet this Core Standard and may have to amend their constitutional
documents accordingly.

We explicitly stipulate in the proposed Core Standard that the appointed
representative should be entitled to vote as well as attend any general meeting.
The proposed Core Standard is complementary to the requirement that CCASS
be entitled to appoint corporate representatives (see paragraph 126) and is also
consistent with the proposed Core Standard that a member must have the right
to both speak and vote at general meetings (see paragraph 97).

HKSCC'’s right to appoint proxies or corporate representatives

We propose the following as a Core Standard:

‘HKSCC must be entitled to appoint proxies or corporate representatives to
attend the issuer’s general meetings and creditors meetings and those proxies/
corporate representatives must enjoy rights comparable to the rights of other

87 Paragraph 2(2) under Section 1 in Part B of Appendix 13 to the Listing Rules.

88 Article 59 of the Mandatory Provisions provides that any shareholder who has the right to attend the
shareholders’ meeting and vote is entitled to entrust one or more persons (who may not be a
shareholder) as his or her agent to attend the meeting and vote. The agent may exercise certain
shareholders’ rights according to the shareholder’s entrustment.

89 Section 77(1) of the Bermuda Companies Act.

9% Section 596 of HKCO provides that a member of a company is entitled to appoint a proxy.

91 Representing approximately 78% of issuers listed on the Exchange.
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shareholders, including the right to speak and vote.

Note: Where the laws of an overseas jurisdiction prohibits HKSCC from
appointing proxies/corporate representatives enjoying the rights described by
this paragraph, the issuer must make the necessary arrangements with HKSCC
to ensure that Hong Kong investors holding shares through HKSCC enjoy the
rights to vote, attend (personally or by proxy) and speak at general meetings.”

This standard is currently applicable to issuers incorporated in Bermuda and the
Cayman Islands®? and is also a JPS Key Shareholder Protection Standard
applicable to issuers incorporated in Acceptable Jurisdictions and certain
Qualifying Issuers (i.e. Non-Greater China Issuers and Grandfathered Greater
China Issuers)®. Although the Listing Rules do not require Hong Kong issuers
and PRC issuers to comply with this shareholder protection standard, existing
listed issuers incorporated in these jurisdictions comply with the standard in
practice. As such, we expect all existing listed issuers to be able to comply with
this standard.

As this standard protects the rights of shareholders whose shares are deposited
with HKSCC, we propose to apply this standard as a Core Standard for all issuers
to maintain the current proxy voting arrangements.

Inspection of Hong Kong Branch Reaqister

We propose the following as a Core Standard:

“The branch register of members in Hong Kong shall be open for inspection by
members but the company may be permitted to close the register on terms
comparable to section 632 of the Companies Ordinance.”

This standard is currently applicable to issuers incorporated in the Cayman
Islands®* and is consistent with the HKCO?9%. The company law of Bermuda
contains an equivalent provision®. The Mandatory Provisions for PRC Issuers
also provide for shareholders’ right to inspect the branch register®”. However,
this standard is not a JPS Shareholder Protection Standard. We propose to
apply this standard as a Core Standard for all issuers as we consider this to be
a fundamental shareholder protection given that members’ registers provide
important evidence of legal ownership. Existing issuers incorporated in the
Acceptable Jurisdictions and certain Qualifying Issuers (i.e. Non-Greater China

92 Paragraph 6 under Section 1 in Part A of Appendix 13 to the Listing Rules, and paragraph 6 under
Section 1 in Part B of Appendix 13 to the Listing Rules.

93 Paragraph 46 of the JPS and Listing Rule 19C.07(8).

%4 Paragraph 3(2) under Section 1 in Part B of Appendix 13 to the Listing Rules.

9 Sections 631, 632 and 637 of the HKCO.

% Section 65(4) and (6) of the Bermuda Companies Act.

97 Article 36 of the Mandatory Provisions provides that the company shall keep a complete register of
shareholders which shall include, the register of shareholders of the company’s foreign capital stocks
listed abroad which is kept at the domicile of the overseas listed stock exchange. Article 45 of the
Mandatory Provisions provides that a shareholder is entitled to inspect and copy all parts of register
of shareholders after paying a reasonable fee.
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Issuers and Grandfathered Greater China Issuers)®® might not meet this Core
Standard and may have to amend their constitutional documents accordingly®®.

Voluntary winding up

We propose the following as a Core Standard:

“A super-majority vote of the issuer’'s members in a general meeting shall be
required to approve a voluntary winding up of an issuer.

Note 1: A “super-majority vote” means at least three-fourths of the total voting
rights of the members present and voting in person or by proxy at the
general meeting. This is unless it can be demonstrated that shareholder
protection will not be compromised by a lower voting threshold (e.g.
simple majority votes in favour of the relevant resolutions with a higher
quorum requirement) and in such case a “super-majority vote” is
deemed to be achieved.

Note 2: For PRC issuers, the Exchange will consider a resolution passed by
members representing at least two-thirds of the total voting rights of the
members present and voting in person or by proxy at the meeting as

”

satisfying the threshold of a “super-majority”.

This is currently a JPS Key Shareholder Protection Standard applicable to
issuers incorporated in Acceptable Jurisdictions and certain Qualifying Issuers
(i.e. Non-Greater China Issuers and Grandfathered Greater China Issuers).
However, the JPS defines a “super-majority vote” as a “two-thirds maijority”.
“Two-thirds majority” is clarified in Chapter 19C, for certain Qualifying Issuers, as
meaning a two-thirds majority of “members present and voting”°?,

The Mandatory Provisions for PRC Issuers also require a two-thirds majority vote
of the shareholders who are present at the meeting and have voting rights for a
winding-up 2. Any shareholder is entitled to entrust a proxy to attend the
meeting and vote. The Listing Rules do not require issuers incorporated in
Bermuda or the Cayman Islands to comply with this shareholder protection
standard.

The CWUMPO provides that a company may be wound up voluntarily if the

%8 Representing approximately 13.3% of issuers listed on the Exchange.

%9 For HDRs, issuers are not required to keep a register in Hong Kong of holders of the shares
represented by depositary receipts. However, issuers must ensure that the depositary maintains
through an approved Hong Kong share registrar a register of holders of the depositary receipts
(Listing Rule 19B.13) and such register must be made available for inspection by HDR holders
(Listing Rule 19B.16).

100 Paragraph 36(c) of the JPS and Listing Rule 19C.07(1)(c).

101 Listing Rule 19C.07(1)(c) and Note.

102 Article 71 of the Mandatory Provisions provides that dissolution of a company needs the approval of
shareholders’ meeting by special resolution. Article 64 of the Mandatory Provisions provides that the
special resolution made at the shareholders’ meeting requires at least two-thirds of the votes of the
present shareholders (including shareholders’ agents) who have the voting power.
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135.

136.

137.

138.

139.

company resolves that the company be wound up voluntarily by “special
resolution”%3, which is defined in the HKCO to mean a resolution that is passed
by a majority of at least 75% of the total voting rights of all the members who
(being entitled to do so) vote in person or by proxy on the resolution.

We propose to apply this standard as a Core Standard for all issuers to close the
current gap between the JPS Key Shareholder Protection Standards and the
standards applicable to Bermuda and the Cayman lIslands. However, we
propose to use a three-fourths majority definition of a “super-majority vote” for
the Core Standard so as to align with the requirements of the CWUMPO and
HKCO. For PRC issuers we propose to maintain the current requirements under
the Mandatory Provisions.

For existing issuers currently subject to the JPS Key Shareholder Protection
Standard which defines a “super-majority vote” as a “two-thirds majority”, we do
not intend to impose a higher threshold on them. These issuers will be
considered to be in compliance with the Core Standard if they comply with the
requirements that were applicable to them in this regard at listing. We do not
expect such existing listed issuers to be required to make amendments to their
constitutional documents to comply with this standard.

The proposed approach (with flexibility allowed as per the current wording) aims
to reflect the existing requirements for PRC issuers, Hong Kong issuers and
issuers incorporated in Acceptable Jurisdictions whilst accommodating variation
in the provisions of overseas company law on this matter.

Repeal of some existing shareholder protection standards

We propose to repeal various shareholder protection standards in Appendices 3
and 13 and the JPS as set out in Schedule C. We consider that these
requirements do not concern fundamental shareholder rights commonly found in
the company laws / listing rules of leading stock markets.

Consequential changes

Our proposals to amalgamate the shareholder protection standards in Chapter
19C and Appendices 3 and 13 to the Listing Rules and the JPS Key Shareholder
Protection Standards into one set of Core Standards will result in the following
consequential changes (see Schedule D for the proposed Rule changes):

(a) the text of Appendix 3 to the Listing Rules will be replaced with the text of
the Core Standards;

(b) the JPS (including Section 1) will be withdrawn and the distinction between
Recognised Jurisdictions and Acceptable Jurisdictions will no longer be
applicable;

(c) Listing Rules 19C.06 to 19C.09 setting out shareholder protection
standards for Grandfathered Greater China Issuers and Non-Greater China

103 Section 228 of the CWUMPO.
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140.

Issuers will be repealed and superseded by the Core Standards;

(d) Section 1 in Part A and Section 1 in Part B of Appendix 13 to the Listing
Rules will be repealed. Shareholder protection standards relating to issuers
incorporated in Bermuda and the Cayman Islands will be replaced with the
Core Standards set out in the revised Appendix 3 to the Listing Rules;

(e) the definition for Overseas Issuers in Chapter 1 of the Listing Rules will be
amended (in line with the “Definitions” section of this paper);

()  the Equivalence Requirement in Listing Rules 19.05(1)(b) and 19.05(6)(b)
will be repealed; and

(g) consequential changes will be made to Chapter 19A.
Application of Core Standards to Existing Listed Issuers

Subject to responses to this consultation, the Core Standards will also apply to
existing listed issuers. Other than in the circumstances described above (see
paragraphs 110, 119 and 136), these issuers would have until their second
annual general meeting following the implementation of our proposals to make
any necessary amendments to their constitutional documents to conform with the
Core Standards. Having conducted a review we have concluded that the vast
majority of existing listed issuers are already providing the proposed Core
Standards and therefore we believe that the implementation of the Core
Standards will not cause them an undue compliance burden. However, if any
issuer foresees any difficulty in complying with the Core Standards, it should
contact the Exchange at the earliest opportunity.

Question 1 Do you agree that the Equivalence Requirement and the concept
of “Recognised Jurisdictions” and “Acceptable Jurisdictions”
should be replaced with one common set of Core Standards for
all issuers? Please give reasons for your views.

Question 2 If your answer to Question 1 is “Yes”, do you agree: (a) with the
proposed Core Standards set out in paragraphs 79 to 137; and
(b) that the existing shareholder protection standards set out in
Schedule C should be repealed? Please give reasons for your
views.

Question 3 Do you agree to codify the current practice that all issuers must
conform their constitutional documents to the Core Standards or
else demonstrate, as necessary for each standard, how the
domestic laws, rules and regulations to which the issuer is subject
and its constitutional documents, in combination, provide the
relevant shareholder protection under the Core Standards?
Please give reasons for your views.

Question 4 Do you believe any other standards or Listing Rules requirements,
other than those set out in paragraphs 79 to 137 or Schedule C,
should be added or repealed? Please provide these other
standards with reasons for your views.

38



Question 5

Question 6

Do you agree that existing listed issuers should be required to
comply with the Core Standards? Please give reasons for your
views.

If your answer to Question 5 is “Yes”, do you agree that: (a)
existing listed issuers should have until their second annual
general meeting following the implementation of our proposals to
make any necessary amendments to their constitutional
documents to conform with the Core Standards; and (b) the
application of the Core Standards will not cause existing listed
issuers undue burden? Please give reasons for your views.
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CHAPTER 3 DUAL PRIMARY LISTING

Background
Waivers for Overseas Issuers seeking dual primary listing

141. For primary listed issuers, normally all or the majority of their listed equity
securities are traded on the Exchange and therefore these issuers are required
to fully comply with the Listing Rules, unless specifically waived. Secondary
listed issuers are primary listed on another stock exchange with the maijority of
their listed equity securities traded outside Hong Kong, and are already subject
to the regulations in and enforcement of the market of primary listing and
therefore are granted extensive waivers from the Listing Rules (see Chapter 4
for details).

142. An issuer can also opt for a dual primary listing where it is subject to full listing
requirements of both the Exchange and those of the overseas exchange(s) on
which its securities are, or will be, listed. An issuer that is considered to have a
dual primary listing may either (a) already have a primary listing on one or more
overseas stock exchanges; or (b) be an unlisted company applying to primary
list simultaneously on the Exchange and one or more overseas exchanges.

143. Chapter 19 of the Listing Rules sets out the additional requirements,
modifications or exceptions which apply to Overseas Issuers, depending on
whether they apply for a primary or secondary listing on the Exchange. Issuers
with a centre of gravity in Greater China cannot apply for secondary listing
pursuant to the JPS and can only do so through the Chapter 19C route.

144. The Appendix to the JPS (Main Board Rule Application Table for Overseas
Issuers of Equity Securities) explains how the Listing Rules apply to an Overseas
Issuer that is primary listed, dual primary listed or secondary listed on the
Exchange. In particular, it sets out 14 Common Waivers (with conditions) that
are available to dual primary listed issuers. An Overseas Issuer wishing to avail
itself of any of such Common Waivers must submit a waiver application
demonstrating its need for such waiver and that it can meet the prescribed
conditions. The Exchange will consider each waiver application based on the
issuer’s own facts and circumstances.

Grandfathered Greater China Issuers and Non-Greater China Issuers with
Non-compliant WVR/ VIE Structures

145. Listing Rule 19C.12 states that Grandfathered Greater China Issuers and Non-
Greater China Issuers that have, or are seeking, a secondary listing pursuant to
Chapter 19C of the Listing Rules are exempted from the relevant requirements
on WVR structures under Chapter 8A of the Listing Rules!®*. These issuers are

104 The Exchange reserves the right to reject an applicant on suitability grounds if its WVR structure
represents an extreme case of non-conformance with governance norms.
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146.

147.

also exempted from the “narrowly tailored” requirement® on VIE structures
under LD43-3, as set out in GL94-18. Accordingly, Grandfathered Greater China
Issuers and Non-Greater China Issuers are allowed to secondary list in Hong
Kong with Non-compliant WVR and/ or VIE Structures. However, issuers with
WVR and/ or VIE structures must comply with the relevant requirements under
Chapter 8A of the Listing Rules, HKEX-GL93-18 (Suitability for Listing with a
WVR Structure) and LD43-3, as the case may be, if they apply for primary or
dual primary listing.

Listing Rule 19C.13 states that if the majority of trading in a Greater China
Issuer’s listed shares migrates to the Exchange’s markets on a permanent
basis!, the Exchange will regard the issuer as having a dual primary listing and
consequentially all Automatic Waivers will cease to have effect (i.e. the Trading
Migration Requirement). Similarly, certain specific waivers granted to the issuer
due to its primary listing status in the Qualifying Exchange will also be revoked.
These Greater China Issuers would be required to comply with all of the
requirements applicable to a primary listing, unless they apply for, and are
granted, specific waivers on a case by case basis, similar to other dual primary
listed issuers. However, Grandfathered Greater China Issuers are permitted to
retain their Non-compliant WVR and/ or VIE Structures even after they become
dual primary listed in Hong Kong.

The Trading Migration Requirement aims to prevent Greater China Issuers from
attempting to avoid compliance with the full extent of the Listing Rules (i.e.
regulatory arbitrage) through a secondary listing. The Trading Migration
Requirement is not applicable to Non-Greater China Issuers.

Issues

148.

No clear guidance on Common Waivers in Listing Rules

A dual primary listed issuer is subject to the full listing requirements of both the
Exchange and the overseas exchange(s) on which its securities are, or will be,
listed, unless specifically waived. As such, dual primary listed issuers are likely
to encounter duplication of regulation on certain listing matters due to their
multiple listings, and could be granted certain waivers if they could demonstrate,
among other things, strict compliance with the Listing Rules would be unduly
burdensome or unnecessary (for example, where the relevant overseas
requirements conflict with those in Hong Kong, strict compliance with the relevant
Listing Rules is impossible).

105 | D43-3 requires, among other things, a VIE structure to be narrowly tailored to achieve the issuer’s
business purpose and minimise the potential for conflict with relevant PRC laws and regulations,
and the issuer may be required, on a case by case basis, to demonstrate that it is able to comply
with the requirements under the draft PRC Foreign Investment Law in the event that the legislation
is promulgated.

106 The notes to Listing Rule 19C.13 set out the Exchange’s interpretation of migration of trading on a
“‘permanent” basis and state that a 12-month grace period is granted for the issuer to comply with
applicable Listing Rules.
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149. We have in the past granted Common Waivers to dual primary listed issuers.
These Common Waivers were granted on the basis that the issuers (a) met the
specific conditions of the Common Waivers as currently set out in the JPS; and
(b) had demonstrated that their jurisdictions of incorporation and markets of
primary listing (where relevant) provided shareholder protections that met the
Equivalence Requirement!?’. These together are believed to provide sufficient
safeguards for investors.

150. The list of Common Waivers and prescribed conditions for primary or dual
primary listed Overseas Issuers is set out in the JPS. Neither the Listing Rules
nor the JPS set out the principles underlying the grant of these Common Waivers.
The Exchange has not published guidance or codified the bases on which we
grant waivers to primary and dual primary listed issuers, as the case may be,
from strict compliance with these Listing Rules.

Grandfathered Greater China Issuers and Non-Greater China Issuers
cannot apply for a direct dual primary listing and retain their Non-compliant
WVR and/ or VIE Structures

151. Under the current regime, all issuers with Non-compliant WVR and/ or VIE
Structures must amend these structures to comply with the relevant
requirements under Chapter 8A of the Listing Rules and LD43-3, as the case
may be, if they want to apply for a primary or dual primary listing in Hong Kong.

152. However, if a Grandfathered Greater China Issuer with Non-compliant WVR and/
or VIE Structures first applies for a secondary listing pursuant to Chapter 19C of
the Listing Rules, and subsequently the demand for its shares in Hong Kong
increases such that the maijority of trading in its listed shares migrates to the
Exchange’s markets on a permanent basis, such issuer will be regarded as dual
primary listed in Hong Kong and has to fully comply with the requirements under
the Listing Rules unless specifically waived by the Exchange, but is allowed to
retain its Non-compliant WVR and/ or VIE Structures (i.e. a “two-step” route).

153. Similarly, a Non-Greater China Issuer with Non-compliant WVR and/ or VIE
Structures can apply for secondary listing pursuant to Chapter 19C of the Listing
Rules, and can retain such non-compliant structures regardless of whether the
majority of trading in its listed shares takes place in the Exchange’s markets, as
the Trading Migration Requirement is currently not applicable to Non-Greater
China Issuers because we do not have concern about regulatory arbitrage for
these issuers.

154. Further, the Listing Rules and relevant guidance materials do not provide
guidance on whether a Grandfathered Greater China Issuer or Non-Greater
China Issuer can similarly retain its Non-compliant WVR and/ or VIE Structures
if it is de-listed from the overseas exchange on which it is primary listed.

107 Listing Rule 19.05(1)(b).
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Proposals

A.

155.

156.

157.

158.

159.

Codify the Common Waivers for dual primary listed issuers and the
underlying principle

Although all Overseas Issuers need to submit applications for Common Waivers
to demonstrate their need for the waivers and the waivers are granted on a case
by case basis, the Exchange makes its assessment mainly based on a common
underlying principle that the issuer has demonstrated that strict compliance with
both the relevant Listing Rules and the overseas regulations would be unduly
burdensome or unnecessary.

Accordingly, the Exchange reserves the right to revoke the exemptions/ waivers
granted to dual primary listed issuers if the circumstances underpinning the
justifications for the exemptions/ waivers cease to exist or apply (e.g. a dual
primary listed issuer is de-listed from the overseas exchange).

We propose to codify (a) our principle with regards to granting waivers to issuers
that seek a dual primary listing as set out in paragraph 155; and (b) certain
Common Waivers set out in the Appendix to the JPS, the underpinning principle
and conditions of which are unlikely to change and evolve in the foreseeable
future.

Our proposal to codify certain Common Waivers!® and the prescribed conditions
as well as the principle of granting waivers to dual primary listed issuers will (a)
increase the transparency of our listing regime; and (b) allow issuers to develop
a reasonable expectation and better assess the regulatory compliance
requirement to list in Hong Kong. This in turn can help improve the market’s
confidence in the Hong Kong listing regime and encourage more Overseas
Issuers to primary, or dual primary, listin Hong Kong which can improve the Hong
Kong market’s liquidity and diversity.

Our proposals will still require applicants to apply for all Common Waivers and
such waivers will be granted on a case-by-case basis subject to the applicants
demonstrating, at a minimum, that the prescribed conditions can be satisfied.

Question 7 Do you agree with the principles set out in paragraph 155 for use
when considering waiver applications from Overseas Issuers
applying for a dual primary listing in Hong Kong? Please give
reasons for your views.

Question 8 Do you agree to codify certain Common Waivers and the

prescribed conditions as described in paragraph 1587 Please
give reasons for your views.

108 The waivers to be codified do not include the Common Waivers in the JPS for Listing Rules 3.28,
8.12, 10.04, 10.07(1), 10.08, paragraph 5(2) of Appendix 6 and Appendix 3 to the Listing Rules.
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160.

161.

162.

163.

164.

Allow Grandfathered Greater China Issuers and Non-Greater China Issuers
with Non-compliant WVR and/ or VIE Structures to dual primary list

We propose that Grandfathered Greater China Issuers and Non-Greater China
Issuers be allowed to dual primary list directly on the Exchange while retaining
their Non-compliant WVR and/ or VIE Structures (see Chapter 4 for our proposal
to impose the Trading Migration Requirement on Overseas Issuers with a centre
of gravity outside Greater China).

However, such issuers with Non-compliant WVR and/ or VIE Structures must still
meet the suitability and eligibility requirements of Chapter 19C of the Listing
Rules for Qualifying Issuers with a WVR structure even though they are applying
for dual primary listing. The Exchange reserves the right to reject an applicant
on suitability grounds if its WVR structure represents an extreme case of non-
conformance with governance norms.

Our proposal will not result in an expansion of concessions to these issuers as
the Listing Rules currently already allow these issuers to become dual primary
listed through a “two step” route in the event of trading migration (see paragraphs
151 to 153). On the contrary, allowing these issuers to dual primary list will mean
that these issuers will be subject to the full set of the Listing Rules (except
otherwise specifically waived) even if the majority of trading in their listed
securities remains outside Hong Kong.

Allow Grandfathered Greater China Issuers and Non-Greater China Issuers
to retain Non-compliant WVR and/ or VIE Structures if they are de-listed
from their Qualifying Exchange

We have set out in Schedule E a draft Guidance Letter on requirements that
would apply when a Grandfathered Greater China Issuer’s majority of trading
migrates to the Exchange’s market or if it de-lists from its overseas exchange of
primary listing. Please refer to Chapter 4 for further details.

Listing Rule 19C.03 and GL94-18 allow Grandfathered Greater China Issuers
and Non-Greater China Issuers to retain their pre-existing WVR/ VIE structures.
As stated in the Consultation Conclusions on A Listing Regime for Companies
From Emerging and Innovative Sectors, the Exchange reserves the right to reject
an applicant on suitability grounds if its Non-compliant WVR Structure represents
an extreme case of non-conformance with governance norms. To align with our
proposal to permit these secondary listed issuers to retain their Non-compliant
WVR and/ or VIE Structures in the event of de-listing (paragraph 235), and taking
into account the more stringent requirement for such issuers applying for dual
primary listing as set out in paragraph 162 and the policy intention behind the
exemptions regarding WVR and VIE structures for such issuers, we propose that
in the event a Grandfathered Greater China Issuer or a Non-Greater China Issuer
that applied for dual primary listing is subsequently de-listed from the Qualifying
Exchange on which it is listed, the issuer will be allowed to retain its Non-
compliant WVR and/ or VIE Structures (subsisting at the time of its dual primary
listing in Hong Kong). Our proposal would mean Grandfathered Greater China
Issuers and Non-Greater China Issuers with Non-compliant WVR and/ or VIE
Structures that apply for dual primary listing will be assessed in the same way as

44



those that apply for secondary listing.

Question 9

Question 10

Do you agree that Grandfathered Greater China Issuers and
Non-Greater China Issuers with Non-compliant WVR and/ or VIE
Structures should be able to apply for dual primary listing directly
on the Exchange as long as they can meet the relevant suitability
and eligibility requirements under Chapter 19C of the Listing
Rules for Qualifying Issuers with a WVR structure? Please give
reasons for your views.

Do you agree that Grandfathered Greater China Issuers and
Non-Greater China Issuers referred to in Question 9 above be
allowed to retain their Non-compliant WVR and/ or VIE
Structures (subsisting at the time of their dual primary listing in
Hong Kong) even if, after their listing in Hong Kong, they are de-
listed from the Qualifying Exchange on which they are primary
listed? Please give reasons for your views.
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CHAPTER 4 SECONDARY LISTING

Background
Regulatory Philosophy

165. The Exchange, in common with other exchanges such as ASX and SGX (see
paragraphs 52 and 53), allows issuers to apply for a “secondary” listing. To do
so, an issuer must already be listed on an overseas exchange (or will
simultaneously primary list on an overseas exchange and secondary list in Hong
Kong) and must be principally regulated by the rules and authorities of the
jurisdiction of its primary listing. The issuer must also not have received waivers
from or be exempted from the rules, regulations or legislation that generally
applies to entities listed on its primary market°°.

Restriction to Large Issuers with Listing Track Records of Good Compliance

166. To safeguard investors and help ensure that only quality companies can list
through the secondary listing concessionary route, the Exchange restricts entry
to issuers that have demonstrated a listing track record of good regulatory
compliance on their exchange of primary listing and are of a significant size.
These issuers must have an expected market capitalisation of at least US$400
million at listing, which is six times higher than the HK$500 million normally
expected of an applicant for primary listing (see Table 6 below for market
capitalisation requirements).

Sponsor Requirement and Equivalent Standards of Shareholder Protection

167. Each Overseas Issuer applying for a listing (whether primary or secondary) must
engage a sponsor to advise it on compliance with the Listing Rules (including the
suitability requirement). It must also demonstrate how the domestic laws, rules
and regulations to which it is subject, and its constitutional documents, in
combination, provide equivalent standards of shareholder protection to those of
Hong Kong law, i.e. meet the Equivalence Requirement. For this purpose, the
Exchange may require an issuer to amend its constitutional documents.

168. Secondary listed issuers must continue to retain these standards on an ongoing
basis after listing. These standards ensure, among other things, that the issuer:
(a) holds a general meeting each year as their annual general meeting; (b)
enables minority shareholders to call an extraordinary general meeting; and (c)
holds a “super-majority” vote to amend the rights attached to a class of shares
or to amend their constitutional documents. A full list of these shareholder
protection standards is set out in the JPS and the Listing Rules*'°.

SFO Provisions

169. In addition, SFO provisions such as those on false or misleading disclosure,

109 Section 5 of the JPS, paragraph 96.
110 Section 1 of the JPS and Listing Rule 19C.07.
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170.

171.

172.

173.

174.

175.

176.

inside information, market manipulation and insider dealing that cover primary
listed issuers also apply to secondary listed issuers. The SFC has the power to
seek redress (e.g. financial compensation) on behalf of the shareholders of listed
issuers, including secondary listed issuers!*®.

Recognised Stock Exchanges

If a secondary listing applicant meets all of the conditions set out in paragraphs
167 to 169 and is primary listed on, and complies with the highest standards and
full rigour of the rules and regulations of the main market of, a Recognised Stock
Exchange, it will be granted Automatic Waivers. This is on the basis that we
consider that Recognised Stock Exchanges provide standards of shareholder
protection that are at least equivalent to those provided in Hong Kong**2.

For Greater China Issuers listed under Chapter 19C, Automatic Waivers will be
revoked if the majority of trading in these issuers’ securities migrates
permanently to the Exchange’s markets (i.e. the “Trading Migration Rule”).

Secondary Listings of Hong Kong issuers and PRC issuers

The JPS route is applicable to Overseas Issuers only and Hong Kong issuers
and PRC issuers cannot list via this route. However, Hong Kong issuers and
PRC issuers are not expressly excluded from secondary listing via Chapter 19C.

Regulatory Arbitrage Risk

As we grant Automatic Waivers to eligible secondary listed issuers, many Listing
Rules are not applicable to them and there is a risk that some issuers may
attempt to use the secondary listing route to avoid the full rigour of our primary
listing requirements.

Transactions such as reverse takeovers undertaken by an overseas listed
company may not have been subject to a regulatory vetting process that is as
rigorous as that which applies to an IPO under the rules of the relevant overseas
exchange. There is a possibility that a business that is based in Greater China
or elsewhere primary lists overseas through a reverse takeover and
subsequently seeks regulatory arbitrage by secondary listing on the Exchange
to enjoy a host of automatic waivers from strict compliance with the Listing Rules.

To mitigate the risks of regulatory arbitrage and safeguard the quality of
secondary listings, Overseas Issuers with a centre of gravity in Greater China (a
category of issuers that we would normally expect to primary list rather than
secondary list on the Exchange) are currently prohibited from secondary listing
through the JPS route and must instead meet the higher quantitative eligibility
criteria of Chapter 19C (see paragraphs 183 and 184 for these criteria).

This JPS restriction was implemented as part of the September 2013 update to
the JPS. The Chapter 19C route to secondary listing for good quality and high

111 Parts XllI, X1V and XIVA of the SFO.
112 Section 5 of the JPS, paragraph 90.
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growth companies from innovative sectors listed overseas, including those with
a centre of gravity in Greater China, was implemented as part of the Listing
Regime Reforms in April 2018.

Foreign Private Issuers

177. A majority of the Greater China Issuers that have secondary listed on the
Exchange have been Foreign Private Issuers listed in the US and this is likely to
continue to be a characteristic of the issuers that seek a secondary listing here.
This means that they are exempt from certain US obligations that would
otherwise apply to them. For example, Foreign Private Issuers are exempt from
the requirement to hold a general meeting on an annual basis, to have
independent directors on their boards and to obtain shareholder approval for
large transactions and connected transactions.

178. A Qualifying Issuer applying for secondary listing on the Exchange must clearly
disclose that it is a Foreign Private Issuer in its Listing Document and explain the
exemptions it enjoys as a result!'3. Also, the requirements that we impose on
secondary listed issuers as set out in paragraph 167 negate some US
exemptions available to a Foreign Private Issuer. For example, the Listing Rules
require Foreign Private Issuers that are secondary listed on the Exchange to hold
a general meeting each year and to ensure that at least a third of their board is
composed of non-executive directors that meet our independence
requirements!!4,

179. The US listing regime places greater emphasis on post-event methods of redress
for shareholders than the Hong Kong regime and, for this purpose, has a class
action regime that is well utilised by private plaintiffs and that acts as a strong
deterrent against misconduct. Reliance on the US regime, in combination with
the preventative Hong Kong shareholder protection requirements and our listing
eligibility thresholds (described in paragraphs 166 and 167), as well as our
stringent disclosure requirements, provides protection for Hong Kong investors
of Greater China Issuers that are Foreign Private Issuers.

Two Routes to Secondary Listing
180. There are currently two routes to secondary listing on the Exchange:

(@) the JPS route: Overseas Issuers that have a centre of gravity outside
Greater Chinal®® can secondary list provided they can meet the additional
eligibility requirements in Section 5 of the JPS; or

(b) the Chapter 19C route: Qualifying Issuers, that may or may not have a
centre of gravity in Greater China, can secondary list provided that they
meet the additional eligibility requirements of Chapter 19C of the Listing
Rules.

113 |isting Rule 19C.14.
114 Listing Rules 3.10 to 3.15.
115 Paragraphs 99 and 100 of the JPS.
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181. The additional eligibility requirements of these two routes to secondary listing
and their entitlement to waivers are summarised in Table 6 below.

JPS ROUTE CHAPTER 19C ROUTE

Centre of Gravity

in Greater China Prohibited Permitted

Stock Exchange of Recognised Stock Qualifying Exchanges

Primary Listing Exchanges*
“Innovative
Company” Not required Required!'®

requirement

Non-Greater China Issuers
without a WVR structure:

HK$10 billion
Minimum Market

Capitalisation at US$400m” Other Qualifying Issuers:
Listing HK$40 billion; or HK$10 billion
with at least HK$1 billion of
revenue in the most recent
audited financial year

Five years of listing and

Minimum Track good compliance record

. (unless market Two full financial years of good
Record on Primary L o )
Exchange capitalisation significantly compliance
larger than US$400
million)*
Automatic Waivers Yest’ Yes!!®

Granted on a case by case basis,
Common Waivers Yes!?® based on the issuer’'s individual
circumstances

* JPS Secondary Issuer that meets these eligibility requirements will be granted
Automatic Waivers.

Table 6: Key Requirements of Two Routes to Secondary Listing*?°
ISSUES
Co-existence of Two Secondary Listing Regimes

182. The co-existence of two parallel routes to secondary listing regimes through the
JPS and Chapter 19C of the Listing Rules has caused confusion to the market

116 paragraphs 3.1 to 3.4 of GL94-18.

117 Appendix to the JPS.

118 | isting Rule 19C.11.

119 Appendix to the JPS, granted on a case by case basis.

120 The requirements set out in Table 6 are in addition to the basic eligibility criteria set out in Chapters
8, 18 or 18A of the Listing Rules, as applicable.
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187.

and is unappealing to potential applicants.

More Restrictive Requirements for Issuers with a Centre of Gravity
in Greater China

Higher Quantitative Eligibility Requirements

To secondary list with Automatic Waivers, Non-WVR issuers with a centre of
gravity in Greater China must have at least a two full financial years track record
of good compliance on a Qualifying Exchange and an expected market
capitalisation at the time of their secondary listing of at least HK$40 billion (or at
least HK$10 billion with revenue of at least HK$1 billion for the most recent
audited financial year)'?1,

In contrast, Non-WVR issuers with a centre of gravity outside Greater China can
enjoy Automatic Waivers by secondary listing via the Chapter 19C route by only
having to meet a HK$10 billion market capitalisation threshold (with a two full
financial years track record of good compliance on a Qualifying Exchange).
Alternatively, issuers with a centre of gravity outside Greater China that are listed
on a Recognised Stock Exchange can choose to secondary list under the JPS
route, which has an even lower minimum market capitalisation requirement. This
route requires them to have an expected market capitalisation of only US$400
million (approximately HK$3 billion) or more, as long as they demonstrate at least
a five-year track record of good compliance on their Recognised Stock
Exchanges.

As explained in paragraphs 173 to 175, the higher quantitative eligibility
thresholds imposed on issuers with a centre of gravity in Greater China, relative
to those imposed on other issuers, safeguards the quality of secondary listings
and mitigates the higher regulatory arbitrage risk associated with issuers that
have a centre of gravity in Greater China. However, this approach also prevents
good quality issuers from secondary listing here even if they have no intention to
avoid our primary listing requirements through regulatory arbitrage.

Imposition of “Innovative Company” Requirement on Issuers with a Centre of
Gravity in Greater China

Only Qualifying Issuers that demonstrate to the Exchange that they are
‘Innovative Companies” can secondary list through the Chapter 19C route.
Chapter 19C is the only route to secondary listing for issuers with a centre of
gravity in Greater China.

The purpose of this requirement is to prevent WVR structures from becoming
commonplace in the Hong Kong market by “ring-fencing” them to new economy
issuers that will provide a more diverse range of investment opportunities to Hong
Kong investors?2. However, the current mandatory application of the “Innovative
Company” requirement to all secondary listing applicants seeking to list through

121 Listing Rules 19C.04 and 19C.05.
122 The Exchange’s “Consultation Conclusions on New Board Concept Paper” (link), paragraphs 248 to
250 (see also “Concept Paper on Weighted Voting Rights” paragraphs 163 and 164 (link)).
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193.

the Chapter 19C route — including those without a WVR structure - exceeds this
regulatory intention. This results in large and good quality Greater China Issuers
operating in traditional industries not being able to secondary list on the
Exchange.

Trading Migration Requirement only applies to Greater China Issuers

If the majority of trading in a Greater China Issuer’s listed shares migrates to the
Exchange’s markets on a permanent basis, the Exchange will regard the issuer
as having a dual primary listing and consequently the Automatic Waivers that it
enjoys will cease to have effect'?>. This requirement only applies to Greater
China Issuers. Issuers with a centre of gravity outside Greater China secondary
listing under either the JPS or Chapter 19C are able to retain Automatic Waivers
even if the majority of trading in their shares is on the Exchange’s markets.

This narrow application of this requirement was premised on the assumption that
it is unlikely that the majority of trading in the securities of an issuer that does not
have its centre of gravity in Greater China will migrate to the Exchange’s
markets!?4.

Unclear Approach to Granting Waivers

The Exchange believes that strict compliance with the full extent of the Listing
Rules would be unduly burdensome for issuers seeking a secondary listing. This
is because these issuers are subject to the laws and regulations of the regulatory
regime of their place of primary listing where the majority of trading in their
securities takes place and so a degree of reliance can be placed on that regime
to regulate such issuers'?®,

We have granted Automatic Waivers and Common Waivers to these issuers on
more than one occasion on the basis of the principles set out in paragraph 190.
However, as with waivers granted to dual primary applicants (see paragraph 150
above), we have not codified these principles.

Also, Automatic Waivers are codified for Qualifying Issuers listing through the
Chapter 19C route but not for issuers seeking a secondary listing through the
JPS route. Similarlyy, Common Waivers for issuers seeking a secondary listing
via either routes are also not codified.

The absence of codification of these waivers and the principles on which we grant
them means that there may be a lack of clarity to the market as to our
requirements.

123 |isting Rule 19C.13.

124 There are currently two issuers with a centre of gravity outside Greater China that are secondary
listed on the Exchange (Fast Retailing Co., Ltd. and Manulife Financial Corporation). Both of these
issuers have very low trading volumes on the Exchange compared to the total trading volumes of
their securities on their primary exchange.

125 Paragraphs 87 and 91 under section 5 of the JPS.
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194.

Trading Migration Requirement and De-listing

The Exchange has received requests from the market to clarify the dis-
application of Automatic Waivers and other waivers granted to a secondary listed
issuer where (a) the majority of trading in the securities of the secondary listed
issuer migrates to the Exchange’s markets; and (b) the secondary listed issuer
is considering de-listing from the stock exchange on which it is primary listed.

PROPOSALS

A.

195.

196.

197.

198.

Consolidation of Requirements to Reduce Complexity

To reduce the complexity of existing requirements, we propose to codify (with the
amendments set out in this paper) Section 5 of the JPS into Chapter 19C of the
Listing Rules and re-purpose Chapter 19C as one dedicated to secondary listings
as a whole. Applicable requirements relating to secondary listings that are
currently located in Chapter 19 of the Listing Rules would be moved to Chapter
19C of the Listing Rules. Section 5 of the JPS would be withdrawn.

As stated in Chapter 2, we propose to re-purpose Chapter 19 of the Listing Rules
as a chapter dedicated to the primary listing of Overseas Issuers only and
propose to remove superfluous Listing Rules from this chapter (e.g. those Listing
Rules that only draw attention to other Listing Rules without setting additional
requirements).

Question 11 Do you agree with our proposal to codify requirements (with the
amendments set out in this paper) relating to secondary listings
in Chapter 19C of the Listing Rules and re-purpose Chapter 19
of the Listing Rules as one dedicated to primary listings only?
Please give reasons for your views.

Requirement for an Applicant to be Subject to the Requlatory Requirements of
its Market of Primary Listing

Similar to the current JPS requirement!?8, we will make it clear in the Listing
Rules that the Exchange reserves the right to exercise its absolute discretion
under Rule 2.06 to refuse to list the securities of a secondary listing applicant if
it has received waivers from or is exempt from rules, regulations or legislation
that result in it being subject to regulatory requirements that are materially less
stringent than those which generally apply to entities of its nature (e.g. Foreign
Private Issuers in the US market) listed on its primary market.

The purpose of the above proposed provision is to ensure that for every
secondary listed issuer, the Exchange can place reliance upon the regulatory
regime of the issuer’s market of primary listing. It also reflects the Exchange’s
intention not to prevent the listing of applicants that have been granted minor
waivers/ exemptions and/ or those that comply with requirements that are
generally applicable to issuers of their nature listed on their Recognised Stock

126 Section 5 of the JPS, paragraph 96
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201.

Exchange of primary listing (e.g. those categorised as Foreign Private Issuers in
the US).

Quantitative Eligibility Requirements

We propose that all Overseas Issuers without WVR structures (including those
with a centre of gravity in Greater China) be allowed to seek a secondary listing*?’
(and so enjoy Automatic Waivers) by meeting one of the following two sets of
quantitative eligibility requirements:

Criteria A

(@) A track record of good regulatory compliance of at least five full financial
years on a Qualifying Exchange (for any Overseas Issuer without a WVR
structure) or on any Recognised Stock Exchange (only for Overseas
Issuers without a WVR structure and without a centre of gravity in Greater
China); and

(b) an expected market capitalisation at the time of secondary listing of at least
HK$3 billion!?,

or
Criteria B

(@) A track record of good regulatory compliance of at least two full financial
years on a Qualifying Exchange; and

(b) an expected market capitalisation at the time of secondary listing of at least
HK$10 billion.

This proposal aims to consolidate the existing two routes to secondary listing by
codifying the JPS requirements for issuers without WVR structures (Criteria A)
alongside the requirements of Chapter 19C (Criteria B).

Criteria A is substantially the same as the existing requirements under the JPS
except for the following amendments:

(a) to clarify that five full financial years of good regulatory compliance on the
exchange of primary listing is required; and

(b) to setthe minimum expected market capitalisation threshold at HK$3 billion,
rather than the US$400 million as currently set out in the JPS, to be
consistent with the round number format and currency denomination (i.e.
HK Dollar) used for other market capitalisation thresholds in the Listing

127 An Overseas Issuer can apply to secondary list if it already has a primary listing on another stock
exchange, or it is unlisted and is applying to list simultaneously in multiple jurisdictions, which
includes a secondary listing in Hong Kong.

128 Criteria A is based on the requirements in paragraph 95 of the JPS with slight modifications.
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203.

204.

Rules.

Existing quantitative eligibility tests relating to profit, revenue and cashflow would
continue to apply to Non-WVR secondary listing applicants, as would
management continuity and ownership continuity requirements'?®. Secondary
listing applicants with WVR structures would be unaffected by our proposed
Criteria A and Criteria B eligibility requirements and would be required to meet
the existing quantitative eligibility requirements for such companies.

Secondary Listing without a Listing Compliance Record

Currently, the JPS provides that the five-year listing compliance record
requirement for the JPS route does not apply if the applicant seeking a secondary
listing is well-established and has a market capitalisation that is significantly
larger than US$400 million. This exception was included in the JPS taking into
account a secondary listing conducted before the publication of the JPS.
Glencore International plc, simultaneously primary listed on the LSE and
secondary listed on the Exchange in May 2011 without a track record of listing
on a Recognised Stock Exchange. It had a market capitalisation at the time of
its listing of approximately HK$468 billion.

Taking into account the policy objective of the above exemption and our past
experience, we propose to introduce a similar exemption and not apply the listing
compliance record requirement of either Criteria A or Criteria B (as set out in sub-
paragraph (a) of paragraph 199 above under either criteria) to secondary listing
applicants without a WVR structure, on a case-by-case basis, if the applicant is
well-established and has a market capitalisation at listing that is significantly
larger than HK$10 billion (the minimum market capitalisation required to
secondary list under Criteria B).

Question 12 Do you agree that the Exchange should implement the
quantitative eligibility criteria as proposed in paragraphs 199 and
201 for all Overseas Issuers without a WVR structure (including
those with a centre of gravity in Greater China) seeking to
secondary list on the Exchange? Please give reasons for your
views.

Question 13 Do you agree that an exemption from the listing compliance
record requirement be introduced, similar to the current JPS
exemption, to cater for secondary listing applicants without a
WVR structure that are well-established and have an expected
market capitalisation at listing that is significantly larger than
HK$10 billion? Please give reasons for your views.

129 | jsting Rule 8.05.
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206.

207.

208.

2009.

Less Restrictive Requirements for Overseas Issuers with a Centre of
Gravity in Greater China

Lower Minimum Market Capitalisation Thresholds

The proposed Criteria A set out in paragraph 199 would, for the first time, enable
issuers with a centre of gravity in Greater China to secondary list on the
Exchange with a minimum market capitalisation at listing of at least HK$3 billion.
These issuers would also have to demonstrate a five full financial years of track
record of good regulatory compliance on a Qualifying Exchange. For issuers
with a centre of gravity in Greater China that can demonstrate a track record of
good regulatory compliance on a Qualifying Exchange of only two years, they
could secondary list under Criteria B if they can meet a minimum market
capitalisation at listing of at least HK$10 billion'°. For reasons set out in
paragraph 176, an application for the secondary listing of an issuer with a centre
of gravity in Greater China primary-listed on other Recognised Stock Exchanges
will be considered only in exceptional circumstances on the basis of the issuer’s
individual circumstances and the merits of the case.

These proposals would enable a greater number of issuers with a centre of
gravity in Greater China to secondary list to provide Hong Kong investors with
the convenience of trading the shares of issuers that have cultural and economic
ties to Greater China within local market hours and under the protections offered
by the Hong Kong regulatory regime.

Dis-applying “Innovative Company” Requirement for Issuers without a WVR
structure

For the reasons set out in paragraphs 186 and 187, we propose that new
secondary listing applicants without a WVR structure (including those that have
a centre of gravity in Greater China) not have to demonstrate to the Exchange
that they are an “Innovative Company”.

Question 14 Do you agree that new secondary listing applicants without a
WVR structure (including those that have a centre of gravity in
Greater China) should not have to demonstrate to the Exchange
that they are an “Innovative Company”? Please give reasons for
your views.

Proposal to Address Requlatory Arbitrage Risk

We describe above (see paragraphs 173 to 175) the risk that an issuer may apply
for a secondary listing on the Exchange (after first obtaining a primary listing
status overseas through a reverse takeover or other transactions) in an attempt
to circumvent the Listing Rules that apply to primary listing.

To deter attempts at such regulatory arbitrage, we propose to introduce a Listing

130 Currently issuers with a centre of gravity in Greater China must meet the comparatively higher
minimum market capitalisation requirements of Chapter 19C route to secondary listing (see Table

6).
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211.

212.

213.

Rule stating that the Exchange retains the discretion to reject an application for
secondary listing if, in its opinion, the listing constitutes an attempt to avoid the
Rules that apply to a primary listing.

For the purpose of this new Rule, we may apply the test set out in Chapter 14 of
our Listing Rules to determine whether, in the opinion of the Exchange, a
transaction and/or arrangement or series of transactions and/or arrangements
that the secondary listing applicant, conducted before the proposed secondary
listing, constituted a reverse takeover of the applicant. If a material part of an
applicant’s business was primary-listed on the overseas exchange by way of a
reverse takeover, the Exchange will normally consider its application to be an
attempt to avoid the Rules that apply to a primary listing.

This approach would provide a higher level of assurance that the primary listing
of the principal business of a secondary listing applicant on the overseas
exchange has been subject to the full gatekeeping scrutiny of the relevant
overseas exchange and/ or securities regulator. On this basis in combination
with the other investor protections (as amended by the proposals in this paper)
described above (see paragraphs 165 to 171), we believe that it is appropriate
to enable issuers with a centre of gravity in Greater China to secondary list if they
can meet the proposed eligibility criteria (set out in paragraph 199).

Question 15 Do you agree that a Rule should be introduced to make it clear
that the Exchange retains the discretion to reject an application
for secondary listing if it believes the listing constitutes an
attempt to avoid the Listing Rules that apply to primary listing?
Please give reasons for your views.

Question 16 Do you agree that the Exchange should apply the test for a
reverse takeover, as described in paragraph 210, if the
Exchange suspects that an issuer’s secondary listing application
is an attempt to avoid the Listing Rules that apply to primary
listing? Please give reasons for your views.

Effect of our Proposals on Number of Secondary Listings of Issuers with a Centre
of Gravity in Greater China

We estimate that, as at 29 March 2021, approximately 18 issuers that have a
centre of gravity in Greater China and are listed on a Qualifying Stock Exchange
could meet the lower market capitalisation criteria described in paragraph 205
and would become eligible to apply to secondary list in Hong Kong under our
proposals?3l,

There may be a concern that our proposals (set out in this section B) will lead to
a proliferation of secondary listings on the Exchange from issuers with a centre
of gravity in Greater China, or elsewhere, and that our market will be dominated
by the listings of such issuers as a result. We believe that this risk is strongly
mitigated by the following requirements. All secondary listed applicants would:

131 Source: S&P Capital 1Q.
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215.

(a) need to demonstrate a market capitalisation at listing of at least HK$3 billion
(Criteria A) or HK$10 billion (Criteria B) — this is six times or twenty times
higher, respectively, than the HK$500 million market capitalisation that they
would be required to demonstrate if they applied for primary listing or dual-
primary listing;

(b) be required to demonstrate a good listing compliance record of at least five
years (Criteria A) or two years (Criteria B) — no listing compliance record is
required for primary listing or dual-primary listing3?; and

(c) cease to enjoy Automatic Waivers if the majority of trading in their securities
migrated to the Exchange’s markets or they were de-listed from their
exchange of primary listing — this is likely to deter issuers from first seeking
a primary listing overseas and then a secondary listing in Hong Kong with
a view to achieving regulatory arbitrage if the business nature of such
issuers is such that they are more likely to attract significant investor
following in Hong Kong than in the overseas markets, with a high risk of the
majority of trading in their securities ultimately moving to Hong Kong as a
result.

Applying Trading Migration Requirement to All Secondary Listed Issuers

We propose to extend the Trading Migration Requirement to all issuers with a
secondary listing to reduce the complexity of our requirements and ensure
consistency of the principles on which Automatic Waivers are granted (see also
paragraph 215).

Question 17 Do you agree that the scope of the Trading Migration
Requirement should be extended to cover all issuers with a
secondary listing? Please give reasons for your views.

Question 18 In your opinion, will the extension of the Trading Migration
Requirement to all secondary listed issuers be unduly
burdensome for those that are not currently subject to this
requirement? Please give reasons for your views.

Waivers

Codification of the Principles for Granting Exemptions/ Waivers to Secondary
Listed Issuers

We propose to codify the following principles on which the Exchange will waive,
modify or not require compliance with the Listing Rules for issuers with, or
seeking, a secondary listing:

(@) reliance can be placed upon: (i) the nature and extent of the regulatory
standards and controls to which the Overseas Issuer is subject overseas
(including those of its jurisdiction of incorporation and the Recognised Stock
Exchange on which it is primary listed); and (ii) the enforcement of those

132 This is with the exception of issuers with Non-compliant WVR and/ or VIE Structures (see paragraph
161).
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standards by the relevant regulatory authorities;

(b) regulatory co-operation arrangements are in place between the SFC and
both the issuer’s jurisdiction of incorporation and its jurisdiction of primary
listing (if different);

(c) the majority of trading in the issuer’s listed shares does not take place on
the Exchange’s markets on a permanent basis; and

(d) strict compliance with the Listing Rules would be unduly burdensome.

The Exchange reserves the right to revoke the specific waivers/Automatic
Waivers granted (as the case may be) to secondary listed issuers if any factors
set out in paragraph 215 ceases to apply.

Question 19 Do you agree with the codification of the principles set out in
paragraph 215 on which exemptions/ waivers are granted to
secondary listed issuers? Please give reasons for your views.

Codification of the Automatic Waivers and Common Waivers for Secondary
Listed Issuers

We propose to codify, in the Listing Rules, the Automatic Waivers and conditional
Common Waivers (except for those set out in paragraph 158) that are available
to Overseas Issuers seeking a secondary listing. This would give the market
greater clarity and certainty as to the requirements applicable to such issuers.

Question 20 Do you agree to codify the Automatic Waivers and conditional
Common Waivers in the Listing Rules for all issuers with, or
seeking, a secondary listing? Please give reasons for your
views.

Absence of Pre-emptive Rights Condition

The Listing Rules currently set a condition for the waiver of the shareholders’
consent requirement for any new issue, allotment or grant of securities by a
secondary listed issuer. The requirements in Rule 13.36 can be waived for a
secondary listed issuer where the issuer is not subject to any other statutory or
other requirement giving pre-emptive rights to shareholders over further issues
of share capital'®3. This condition has been in place since the introduction of the
December 1989 edition of the Main Board Listing Rules.

We propose to remove this condition for the following reasons:

(&) the Exchange’s waiver of pre-emptive rights for a secondary listed issuer
has no effect on non-Listing Rule requirements that the issuer may be
subject to. If a non-Listing Rules requirement already gives shareholders
of a secondary listed issuer pre-emptive rights over future issues of share
capital, a waiver of Rule 13.36 will not have a material adverse effect on the

133 Note 2 to Listing Rule 13.36(2)(b).
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shareholder rights in this regard. This is because the issuer is required to
offer the securities to each shareholder first (therefore complying in
substance with the condition in Rule 13.36(2)(a)) and the relevant
shareholders are entitled to exercise their pre-emptive rights to counter-act
any dilution. Also, if such an issuer continues to be required to obtain a
general mandate under Rule 13.36 (2)(b), it will be subject to an additional
set of consent requirements in relation to future issues of share capital; and

(b) imposing the condition further widens the gap, in terms of consent required
for further issues of share capital, between secondary listed issuers that are
subject to pre-emptive right requirements outside the Listing Rules and
those secondary listed issuers that are not. This is inconsistent with our
aim to simplify and standardise the Listing Rules for all Overseas Issuers.

Question 21 Do you agree with the removal of the current condition for
granting a waiver from the shareholders’ consent requirement
relating to further issues of share capital for secondary listed
issuers as described in paragraphs 218 and 219? Please give
reasons for your views.

Diversity Policy

The Listing Rules state that: “the nomination committee (or the board) shall have
a policy concerning diversity of board members, and shall disclose the policy on
diversity or a summary of the policy in the corporate governance report™34.

At the time our Listing Regime Reforms were implemented in April 2018, this
requirement formed part of our Corporate Governance Code and Corporate
Governance Report requirements’®>. Following public consultation, the Listing
Regime Reforms exempted secondary listed issuers from compliance with the
Corporate Governance Code, including the diversity policy requirement.

On 1 January 2019, the diversity policy requirement (set out in paragraph 220)
was upgraded to a Listing Rule!3¢ (which is not covered by any Automatic
Waiver). We have subsequently received enquiries as to whether secondary
listed issuers are still exempted from this requirement.

We strongly support diversity on boards as numerous studies indicate that board
diversity promotes effective decision-making, enhances corporate governance
and is associated with better financial performance’®’. Board diversity is also a
factor that investors increasingly regard as of importance when making
investment decisions.

We therefore propose that secondary listed issuers should comply with the

134 Listing Rule 13.92.

135 Code Provision A.5.6 of Appendix 14 to the Listing Rules (repealed).

136 | isting Rule 13.92.

137 MSCI ESG Research’s report “Women on Boards: Global Trends in Gender Diversity on Corporate
Boards, November 2015. Catalyst’s report, “The Bottom Line: Corporate Performance and Women'’s
Representation on Boards” (2007).
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diversity policy disclosure requirements (set out in paragraph 220) in their annual
reports.

Question 22 Do you agree that secondary listed issuers should comply with
the requirements for a diversity policy and for such policy to be
disclosed in their annual reports (for the reasons set out in
paragraph 223)? Please give reasons for your views.

De-listing from an Overseas Exchange of Primary Listing

Dis-application of Waivers

The Listing Rules are currently silent on the effect on the application of Automatic
Waivers and other waivers granted to a secondary listed issuer if the issuer is
de-listed from the overseas exchange on which it is primary listed. The draft
Guidance Letter that is included in Schedule E to this paper sets out, among
other things, the Exchange’s intended approach to secondary listed issuers in
the event of a trading migration or a de-listing. Subject to the responses to this
consultation paper, we will amend and publish this Guidance Letter.

As de-listing will result in an issuer ceasing to be subject to the listing rules of its
overseas exchange of primary listing, we will no longer be able to rely on the
regulation and enforcement of those overseas listing rules (see paragraph 170)
upon the de-listing taking place.

Therefore, in this circumstance, the Exchange will regard the issuer as having a
primary listing on the Exchange and the Automatic Waivers and specific waivers
granted to the issuer based on or conditional upon its secondary listing status
will no longer apply to the issuer. Accordingly, the issuer would be required to
comply with all Listing Rules applicable to a primary listed issuer on the
Exchange immediately (except for the proposed grace period in relation to
financial reporting standards as discussed in paragraph 259 below) upon its de-
listing from its overseas exchange of primary listing, unless the Exchange grants
waivers and/or grace periods based on the specific circumstances as mentioned
in paragraphs 230 to 235 below.

Notification to the Exchange of the possibility of de-listing

A secondary listed issuer that starts to plan to de-list voluntarily, or that forms a
reasonable expectation that it may be de-listed involuntarily, from its overseas
exchange of primary listing should notify the Exchange of this possibility in writing
as soon as practicable to give the Exchange early notice prior to its de-listing
from its overseas exchange of primary listing.

The Exchange will consider the information in the notification and may require
additional information. Following the review of the information, the Exchange will
issue a written notice to remind the issuer that, upon the de-listing occurring, we
will regard the issuer as having a primary (rather than secondary) listing status
on the Exchange.
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Requests for waivers from Listing Rules

230. If a secondary listed issuer wishes to retain, following its de-listing from its
overseas exchange of primary listing, any exemption or waiver that was
previously granted or available to it or wishes to apply for a new waiver from strict
compliance with any Listing Rules, it should submit a waiver application to the
Exchange together with its de-listing notification to the Exchange described in
paragraph 228 above. The waiver application(s) should contain sufficient
information to demonstrate the basis for the Exchange to grant such waiver(s).

231. Upon receipt of the waiver application(s), the Exchange will make the
assessment on a case-by-case basis and exercise our discretion as to whether
to grant the relevant waiver(s) to the issuer. Any waiver decision (including any
grace period and any other conditions for granting the waiver) will be issued to
such issuer together with the notice from the Exchange described in paragraph
229.

232. Any grace period granted under a time-relief waiver will commence from the time
the issuer is de-listed from its overseas exchange of primary listing. The length
of the grace period for each Listing Rule so relieved will be assessed with
reference to the individual facts and circumstances of the issuer, including but
not limited to (a) the expected date on which the issuer will be de-listed from the
overseas exchange; and (b) the amount of time reasonably needed for the issuer
to be able to fully comply with the applicable Listing Rule.

233. As a general principle, an issuer that has become primary listed in Hong Kong
upon de-listing from the overseas exchange is expected to use its best
endeavours to comply with all the Listing Rules as applicable to other primary
listed issuers. Except for the financial reporting standards requirement as
discussed in paragraph 259 below, the Exchange believes that a grace period
will be justified only in limited circumstances. In any event, the Exchange will not
normally grant any grace period for compliance with the Listing Rules that are
rarely waived for issuers having a sole primary listing on the Exchange. These
rules generally concern key requirements that, the Exchange considers, must be
fully complied with for the purpose of primary listing, such as a majority of the
requirements on notifiable transactions and connected transactions!,

234. In the event an issuer is unable to fully comply with a Listing Rule upon the end
of a grace period granted under a time-relief waiver, the Exchange may, on a
case by case basis, exercise our discretion to either extend the grace period,

138 Under exceptional circumstances (e.g. a transaction entered into but not yet completed prior to the
overseas de-listing occurring), the Exchange may exercise our discretion to waive the shareholders’
approval requirement but the issuer will be expected to comply with the other requirements imposed
on such transaction, including, where applicable, circular, independent financial advisor,
accountants’ report and annual reporting requirements. In the event that no waiver is requested by
or granted to the issuer in respect of a transaction which was entered into prior to the de-listing from
the overseas exchange but is expected to be completed on or after the de-listing and would have
been required to be disclosed under the Listing Rules (e.g. by virtue of Listing Rule 14.34 or 14.38A),
the issuer is encouraged to make an announcement of the transaction on a timely basis, providing
details of the transaction, the expected timetable and how the issuer will comply with the applicable
Listing Rules.
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236.

suspend trading of the issuer’s shares or impose other measures as we consider
necessary for the protection of investors and the maintenance of an orderly
market.

Non-compliant WVR and/ or VIE Structures

The Exchange proposes that Grandfathered Greater China Issuers and Non-
Greater China Issuers are permitted to retain their Non-compliant WVR and/ or
VIE Structures which are pre-existing at the time of their secondary listing in
Hong Kong even if they are de-listed from the Qualifying Exchange after their
secondary listing in Hong Kong. Please refer to paragraphs 163 and 164 for
further details.

Question 23 Do you have any comments on the content of the Guidance Letter
in relation to trading migration and de-listing of secondary listed
issuers from their overseas exchanges of primary listing set out in
Schedule E of this paper? Please give reasons for your views.

Effect of our Proposals on Protections for Investors in Secondary Listed
Issuers

At the start of this Chapter we described our regulatory philosophy with regards
to secondary listing and the current investor protections in place for investors in
the shares of issuers with a secondary listing on the Exchange. We believe that
the combination of the existing safeguards and our proposed safeguards,
summarised below, will continue to provide sufficient protection for the interests
of investors whilst facilitating the secondary listing of large, good quality issuers
that are primary listed overseas:

(a) the proposed codification of the JPS shareholder protection standards as
Core Standards (see Chapter 2), including those that negate some of the
concessions granted to Foreign Private Issuers (see paragraph 178);

(b) the proposed requirement to require issuers to demonstrate a market
capitalisation at listing of at least HK$3 billion (Criteria A) or HK$10 billion
(Criteria B) - six times or twenty times higher, respectively, than the HK$500
million normally expected of an applicant for primary listing;

(c) a proposed requirement for issuers to have been primary listed on a
Recognised Stock Exchange with a good regulatory compliance record of
at least five full financial years (Criteria A) or two full financial years (Criteria
B);

(d) the proposed deterrent against applications for secondary listing that, in the
Exchange’s opinion, constitute an attempt to avoid the Rules that apply to
a primary listing (see paragraph 209); and

(e) that the Automatic Waivers and specific waivers granted to the issuer on
the basis of its secondary listing status will cease to have effect (after any
applicable grace period) if the majority of trading in their securities migrates
to the Exchange’s markets or the issuers are de-listed from the exchange
of primary listing.
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CHAPTER 5 CODIFICATION OF OTHER
REQUIREMENTS

Issues
Status as Guidance

237. The JPS requirements on the matters described in this chapter have the status
of guidance and are not Listing Rules even though these requirements have not
changed significantly since they were first published as part of a revised JPS in
2013. The Exchange believes codifying these requirements is consistent with
their well-established nature and will give Overseas Issuers and their
representatives greater certainty as to their obligations.

Amendments to the FRCO

238. On 1 October 2019 amendments to the FRCO took effect, establishing the FRC
as Hong Kong’s independent regulator of auditors of listed entities and putting in
place a PIE Engagements regime. It is necessary for us to make consequential
changes to the Listing Rules to implement these changes.

Proposals
Regulatory Co-operation Requirement

239. The JPS' states that the statutory securities regulator of an Overseas Issuer’s
jurisdiction of incorporation and place of central management and control (if
different) must:

(@) be a full signatory of the IOSCO MMOU?; or

(b) have entered into an appropriate bi-lateral agreement with the SFC which
provides adequate arrangements with the SFC for mutual assistance and
exchange of information for the purpose of enforcing and securing
compliance with the laws and regulations of that jurisdiction and Hong
Kong!4!,

240. The Exchange may make an exception from the Regulatory Co-operation
Requirement in an individual case but will not do so without the SFC’s explicit
consent!#?,

241. The Regulatory Co-operation Requirement currently does not apply to Hong

139 Paragraph 47 under Section 2 of the JPS.

140 This refers to signatories to Appendix A to the IOSCO MMOU. Current signatories to the IOSCO
MMOU can be viewed here:
https://www.iosco.org/about/?subSection=mmoué&subSectionl=signatories

141 Details of the SFC’s cooperative arrangements with overseas regulators can be viewed here:
http://www.sfc.hk/web/EN/about-the-sfc/collaboration/overseas/

142 Paragraph 49 under Section 2 of the JPS.
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242.

243.

244,

245.

246.

Kong issuers, PRC issuers and Overseas Issuers that are incorporated in a
Recognised Jurisdiction 3. The Regulatory Co-operation Requirement is
intended to enable the SFC to seek regulatory assistance and information from
overseas statutory securities regulators to facilitate the SFC’s investigations and
enforcement actions where an Overseas Issuer has its records, business
operations, assets and management outside Hong Kong. Accordingly, this
requirement should equally apply to all issuers having core assets and operations
in an overseas jurisdiction.

No companies incorporated in an Acceptable Jurisdiction have been regarded as
acceptable to list on the basis of a bi-lateral agreement between the SFC and an
overseas statutory securities regulator. Where the securities regulator in a
jurisdiction is not a full signatory to the IOSCO MMOU, our assessment of
compliance with the Regulatory Co-operation Requirement focuses not only on
the terms of any bilateral agreement but also the features of the relevant legal
system and regulatory provisions that might affect cross-border regulatory co-
operation.

Therefore, the presence of a bi-lateral agreement is not a standalone condition
and is only one of the factors to be considered in assessing compliance with the
Regulatory Co-operation Requirement.

To provide greater clarity to the market, the Exchange proposes to modify the
Regulatory Co-operation Requirement by removing the reference to bi-lateral
agreements, and codify the current practice of considering any exception on a
case by case basis. When considering exceptions, the Exchange will follow the
guiding principle that adequate arrangements must exist for the SFC to be able
to access financial and operational information (such as books and records) on
an issuer’s business in the relevant place of incorporation and central place of
management and control for its investigation and enforcement purposes.

Currently the Regulatory Co-operation Requirement does not apply to issuers
incorporated in Recognised Jurisdictions. Given the concept of Recognised
Jurisdictions will be repealed and as the intent of the Regulatory Co-operation
Requirement is to facilitate the SFC’s investigations and enforcement actions,
we propose that it should apply to all issuers. In practice, this proposal will not
increase the compliance obligations for issuers incorporated in Hong Kong or
other Recognised Jurisdictions as the statutory securities regulators in all of
these jurisdictions are full signatories to the IOSCO MMOU.

We propose to codify the Regulatory Co-operation Requirement (with
modification as described in paragraph 242) into the Listing Rules for all issuers.

Question 24 Do you agree that the Exchange should codify the Regulatory
Co-operation Requirement (with modification as described in
paragraph 242) into Chapter 8 of the Listing Rules for all
issuers? Please give reasons for your views.

143 “Application of requirements” on page 4 of the JPS.
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251.

Auditing Standards

The Listing Rules state that an accountants’ report of an Overseas Issuer will not
normally be regarded as acceptable unless the relevant accounts have been
audited to a standard comparable to that required in Hong Kong'44.

The Listing Rules also state that the annual accounts of Overseas Issuers must
be audited to a standard comparable to that required by the HKICPA or the
IAASB.

To date, the Exchange is satisfied that seven sets of alternative standards are
comparable to that required by HKICPA or the IAASB. As stated in the JPS46,
the following alternative auditing standards can also be used in the auditing of
Overseas Issuers’ financial statements:

(@) Australian Auditing Standards;
(b) the Generally Accepted Auditing Standards of Canada;

(c) professional auditing standards applicable in France in accordance with the
French Commercial Code;

(d) Iltalian Auditing Standards;

(e) Singapore Standards on Auditing;

() International Standards on Auditing (UK); and

(g) the US Public Company Accounting Oversight Board auditing standards.

We propose to retain this list of alternative auditing standards (in paragraph 249)
that can be used to audit the financial statements of Overseas Issuers. We
propose that the list be published as guidance (see Schedule E) to provide more
flexibility in terms of amendment, as necessary.

Question 25 Do you agree that the Exchange should retain as guidance
the alternative auditing standards listed in paragraph 249 that
can be used to audit the financial statements of Overseas
Issuers? Please give reasons for your views.

Financial Reporting Standards

The Listing Rules state that the annual financial statements and the financial
history of results and the statement of financial position included in the
accountants’ reports of all issuers must be prepared and drawn up in conformity
with the financial reporting standards set out below:

144 Listing Rule 19.12 (for primary listing) and Listing Rule 19.38 (for secondary listing).
145 |isting Rule 19.21 (for primary listing) and Listing Rule 19.48 (for secondary listing).
148 Paragraph 55 under Section 3 of the JPS.
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(a) HKFRS;
(b) IFRS;

(c) CASBE in the case of a PRC issuer that has adopted CASBE for the
preparation of its annual financial statements; or

(d) US GAAP (an option available to issuers with, or seeking, a secondary
listing only).

252. Any significant departure from the standards must be disclosed and explained,
and to the extent practicable, the financial effects of such departure should be
quantified®4’.

253. The JPS states that the suitability of a body of alternative financial reporting
standards depends on whether there is any significant difference between the
foreign financial reporting standards and IFRS, and whether there is any concrete
proposal to converge or substantially converge the foreign financial reporting
standards with IFRS48,

254. On this basis, the Exchange has accepted that the financial statements and
accountants’ reports of Overseas Issuers can be prepared in conformity with the
financial reporting standards set out in Table 7 below subject to the limitations
stated therein.

STANDARD LIMITATIONS

EU-IFRS For issuers incorporated in an EU
member state!4°

US GAAP For issuers with, or seeking, a secondary
listing or a dual-primary listing in the US
and on the Exchange'*° (see paragraphs
260 to 266 below on our proposed
changes to the use of US GAAP for dual-
primary and secondary listings)

Australian Accounting Standards Only issuers with, or seeking, a primary
listing in the same jurisdiction as the
Generally Accepted Accounting Principles | standard setter that have, or are seeking,
of Canada a dual primary listing or secondary listing
on the Exchange!®!

Accounting principles generally accepted
in Japan issued by the Accounting
Standards Board of Japan

147 Listing Rules 4.11 and 4.12.

148 Paragraph 63 under Section 3 of the JPS.

149 Paragraph 64(a) under Section 3 of the JPS.

150 paragraph 64(b) under Section 3 of the JPS (dual-primary listings) and paragraph 2.4 of Appendix
16 to the Listing Rules (secondary listings).

151 paragraph 64(c) under Section 3 of the JPS.
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STANDARD LIMITATIONS

Singapore Financial Reporting Standards

UK adopted international accounting
standards

Table 7: List of Currently Acceptable Alternative Financial Reporting
Standards and Limitations

255. Annual financial statements and accountants’ reports adopting a financial
reporting standard other than HKFRS or IFRS or CASBE'*? must include a
reconciliation statement showing the financial effect of any material differences
between those financial statements and financial statements prepared using
HKFRS or IFRS, except for US GAAP for secondary listing®®3.

256. As set out in Table 7, the Exchange accepts that the financial statements of an
issuer incorporated in an EU member state can be prepared in conformity with
EU-IFRS, and is also willing to accept the use of one of the other alternative
reporting standards set out in Table 7 on the basis that it is the home standard of
the jurisdiction of primary listing. However, the JPS states that an Overseas
Issuer must adopt IFRS or HKFRS if the issuer de-lists from the jurisdiction of
that alternative financial reporting standards>4.

257. We propose to codify the following matters currently set out in the JPS in the
Listing Rules:

(@) the basis for determining the suitability of an alternative financial reporting
standards (see paragraph 253); and

(b) the requirement that an issuer which has adopted one of the financial
reporting standards set out in Table 7 (other than issuers incorporated in an
EU member state which adopted EU-IFRS) must adopt HKFRS or IFRS if
it de-lists from the jurisdiction of an alternative financial reporting standards
(see paragraph 256).

258. We propose to retain, as guidance, the list of acceptable alternative financial
reporting standards that can be used to prepare the financial statements of
Overseas Issuers subject to the current limitations on their use as set out in Table
7 (see Schedule E).

Question 26 Do you agree to codify the JPS requirement that the suitability
of a body of alternative financial reporting standards depends
on whether there is any significant difference between that
body of standards and IFRS, and whether there is any
concrete proposal to converge or substantially converge the
standards with IFRS? Please give reasons for your views.

152 |In the case of a PRC issuer that has adopted CASBE for the preparation of its annual financial
statements.

153 paragraph 65 under Section 3 of the JPS and Listing Rules 19.14 and 19.39 (accountants’ reports)
and paragraph 2.6 (annual report and accounts) of Appendix 16 to the Listing Rules.

154 paragraph 66 under Section 3 of the JPS.
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Question 27 Do you agree to retain, as guidance, the list of acceptable
alternative financial reporting standards that can be used to
prepare the financial statements of Overseas Issuers subject
to the current limitations on their use as set out in Table 7(see
Schedule E)? Please give reasons for your views.

Question 28 Do you agree to codify the JPS requirement that a dual
primary or secondary listed issuer that adopts a body of
alternative financial reporting standards for its financial
statements (other than issuers incorporated in an EU member
state which adopted EU-IFRS) must adopt HKFRS or IFRS if
it de-lists from the jurisdiction of the alternative standards?
Please give reasons for your views.

259. We propose that an issuer be given an automatic grace period (i.e. an application
to the Exchange is not required) to adopt IFRS or HKFRS if it de-lists from a
jurisdiction of a body of alternative financial reporting standards. We propose
that this grace period should end on the issuer’s first anniversary of de-listing.
This means that any interim and annual financial statements falling due, and
published, after the first anniversary of the de-listing shall be prepared in
accordance with either IFRS or HKFRS. We believe that this grace period is
sufficient for the issuer to make the necessary amendments to its internal
controls to facilitate the change considering (a) the issuer should already have
relevant controls in place for compliance with the reconciliation statement
disclosure requirement as set out in paragraph 255; and (b) there are at least 12
months for an issuer to adopt the new standards and for its auditor to complete
the audit before the IFRS or HKFRS financial statements are due for publication
under the Listing Rules.

Question 29 Do you agree that issuers that de-list from a jurisdiction of an
alternative financial reporting standard should: (a) be given an
automatic grace period (i.e. an application to the Exchange is
not required) within which to adopt IFRS or HKFRS; and (b)
that this grace period should end on the issuer’s first
anniversary of its de-listing? Please give reasons for your
views.

The use of US GAAP for Secondary Listing

260. Issuers with, or seeking, a secondary listing can choose to adopt US GAAP for
the preparation of their annual financial statements and for the financial history
of results and the statement of financial position included in their accountants’
reports'®®. Under the current Listing Rules, these issuers:

(@) are not required to demonstrate the need to adopt this standard; and

(b) do not need to include a reconciliation statement showing the financial

155 Listing Rule 19.39 and note 2.4 of Appendix 16 to the Listing Rules.
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262.

263.

264.

265.

266.

effect of any material differences between their financial statements and
financial statements prepared using HKFRS or IFRS.

The Listing Rules that permit issuers with, or seeking, a secondary listing to adopt
US GAARP for the preparation of their financial statements were implemented in
April 2001. Since this date and up until the implementation of Chapter 19C in
April 2018 (17 years in total), only five issuers have prepared financial statements
using US GAAP.

Since Chapter 19C was implemented in April 2018 and up until the date of this
paper, 13 US listed issuers have secondary listed on the Exchange under the
Chapter 19C route with financial statements prepared using US GAAP. We
expect that, in future, more US listed issuers will seek a secondary listing on the
Exchange under Chapter 19C and will prepare financial statements using US
GAAP for their listing and for the preparation of their annual financial statements
after listing.

Due to the recent increase in the adoption of US GAAP by issuers listing under
Chapter 19C and Hong Kong investors’ general unfamiliarity with this standard,
we propose to require that any issuer that wishes to adopt US GAAP for the
preparation of its annual financial statements include a reconciliation statement
showing the financial effect of any material differences between its financial
statements and financial statements prepared using HKFRS or IFRS.

To ensure a more consistent approach on the Exchange’s acceptance of the use
of alternative financial reporting standards (see Table 7), we propose that an
issuer must demonstrate a reason (e.g. maintain a primary listing on a US stock
exchange or have a substantial existing US shareholder base) for adopting US
GAAP for the preparation of its financial statements (including annual financial
statements and the financial statements included in its accountants’ reports) and
adopt IFRS or HKFRS if the circumstances underpinning those reasons change
(e.g. it de-lists from that US exchange).

The above proposals would apply equally to issuers with, or seeking, a dual-
primary listing as it would to those with, or seeking, a secondary listing. If the
proposal is adopted, existing listed issuers that have been allowed to use US
GAAP will continue to be able to do so, but will be required to include a
reconciliation statement in their annual financial statements (for the first full
financial year end immediately after the rule amendment effective date) showing
the financial effect of any material differences between its financial statements
and financial statements prepared using HKFRS or IFRS.

This revised approach to the adoption of US GAAP would be implemented
through appropriate amendments to the Listing Rules (see Schedule D). US
GAAP would be included on the list of alternative financial reporting standards in
guidance (see Schedule E).

Question 30 Do you agree that, for the sake of consistency of approach, an
issuer must demonstrate a reason for adopting US GAAP for
the preparation of its financial statements (including annual
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financial statements and the financial statements included in its
accountants’ reports) and adopt IFRS or HKFRS if the
circumstances underpinning those reasons change (e.g. it de-
lists from a US exchange)? Please give reasons for your views.

Question 31 Do you agree that any issuer that wishes to adopt US GAAP for
the preparation of its annual financial statements must include
a reconciliation statement showing the financial effect of any
material differences between its financial statements and
financial statements prepared using HKFRS or IFRS? Please
give reasons for your views.

Qualification Requirements for Auditors and Reporting Accountants

267. On 1 October 2019, amendments to the FRCO took effect that established the
FRC as Hong Kong’s independent regulator of listed entity auditors. Now, all
audit firms intending to carry out a PIE Engagement are subject to a system of
registration (for Hong Kong audit firms) or recognition (for non-Hong Kong audit
firms) as PIE Auditors. On 6 September 2019, the Exchange published FAQs on
these amendments?%6.

268. The audit engagements that are and are not categorised as PIE Engagements
are summarised in Table 8 below:

Preparation of auditors’ report or Is it a PIE Engagement?

accountants’ report

Annual financial statements va

Listing Document va

Very substantial acquisition va

Reverse takeover v

Major transaction X

Very substantial disposal X

Extreme transaction X

Table 8: Categorisation of PIE Engagements

269. A non-Hong Kong audit firm is required to be recognised by the FRC before the
audit firm can: (a) “undertake” (i.e. accept an appointment to carry out) any PIE
Engagement; and (b) carry out any PIE Engagement for a non-Hong Kong issuer.

270. An issuer is required to apply to the Exchange for, and the Exchange is required

156 https://en-rules.hkex.com.hk/sites/default/files/net file store/new rulebooks/fla/FAQ 059-067-
2019.pdf.
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to issue, a Statement of No Objection before the FRC considers an application
to recognise a non-Hong Kong audit firm. The Exchange grants SNOs on a case
by case basis®’.

271. Generally, with reference to the JPS, we may issue an SNO if the non-Hong Kong
audit firm:

(@) has an international name and reputation;
(b) is a member of a recognised body of accountants; and

(c) is subject to independent oversight by a regulatory body of a jurisdiction
that is a full signatory to the IOSCO MMOU. It would be 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 signatory to the IOSCO
MMOU.

272. An issuer must provide specific reasons supporting its SNO application, for
example:

(@) that such firm has a geographical proximity and familiarity with the
businesses of that issuer or the target;

(b) that such firm is the auditor of an issuer or a transaction target listed on a
Recognised Stock Exchange; and

(c) the appointment of such firm is mandated by the terms of a statute (i.e. the
firm is a “statutory auditor”).

273. The Exchange retains a discretion to accept or reject an application for the SNO,
and reserves the right to withdraw the SNO*%8,

274. We propose to amend the Listing Rules to reflect the amendments to the FRCO
described in paragraphs 267 to 273.

275. For engagements that are not PIE Engagements, such as accountants’ reports
included in the circular for an extreme transaction or major transaction, the
current Rules and practice continue to apply.

Question 32 Do you agree to codify the amendment to the FRCO that
established the PIE Engagement regime into the Listing Rules?
Please give reasons for your views.

Qualification Requirements for Accountants’ Reports

276. The CWUMPO requires that an accountants’ report included in a Prospectus
must normally be prepared by certified public accountants who are qualified
under the PAO for appointment as auditors of a company, but an issuer may
apply for an exemption on any of the four statutory grounds (e.g. strict
compliance would be unduly burdensome). In accordance with this statutory
requirement, Listing Rule 4.03 currently states that all accountants’ reports must

157 The suitability of reporting accountants is governed by Listing Rule 4.03 and the suitability of auditors
are governed by Listing Rule 19.20 (for primary issuers) and Listing Rule 19.47 (for secondary
issuers).

158 Section 20ZF(2)(a) of the FRCO.
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normally be prepared by certified public accountants who meet this CWUMPO
standard of qualification whereas in the case of a circular issued by a listed issuer
in connection with the acquisition of an overseas company (which does not fall
under the definition of a Prospectus in CWUMPO), the Exchange may be
prepared to permit the accountants’ report to be prepared by a firm of practising
accountants which is not so qualified provided that the firm is acceptable to the
Exchange. According to the JPS, such a firm must normally have an international
name and reputation, be a member of a recognised body of accountants and be
subject to independent oversight by a regulatory body of a jurisdiction that is a
full signatory to the IOSCO MMOU.

In accordance with the CWUMPO and our existing practice, we propose to retain
the existing requirement that accountants’ reports be prepared by certified public
accountants who are qualified under the PAO for appointment as auditors of a
company. Where the preparation of an accountants’ report constitutes a PIE
Engagement under the FRCO, we propose that the issuer must normally appoint
a firm of practising accountants that is qualified under the PAO and is a
Registered PIE Auditor under the FRCO.

In the case of PIE Engagements to prepare accountants’ reports for a reverse
takeover or a very substantial acquisition circular relating to an acquisition of an
overseas company, the Exchange proposes to state in the Listing Rules that the
Exchange may be prepared to accept the appointment of an overseas audit firm
that is not qualified under the PAO but is a Recognized PIE Auditor of that issuer
under the FRCO (also see paragraph 271 for the factors to be considered when
the Exchange issues an SNO in connection with such recognition). As the FRCO
only permits non-Hong Kong issuers to appoint a Recognized PIE Auditor for a
PIE Engagement, we propose that this exception apply to these issuers only!°.

To codify the JPS requirement®® and our existing practice on the acceptance of
overseas audit firms for the preparation of accountants’ reports in relation to the
PIE Engagements and notifiable transactions, we propose to state in the Listing
Rules that these overseas audit firms must normally fulfil the characteristics
described in paragraph 271 above.

Question 33 Do you agree to amend the Listing Rules to codify the
requirement that an issuer normally appoint a firm of practising
accountants that is qualified under the PAO and is a
Registered PIE Auditor under the FRCO to prepare an
accountants’ report that constitutes a PIE Engagement under
the FRCO? Please give reasons for your views.

Question 34 Do you agree to amend the Listing Rules to allow Overseas
Issuers to appoint an audit firm that is not qualified under the
PAO (but it is a Recognized PIE Auditor of that issuer under
the FRCO) for PIE Engagements to prepare an accountants’
report for a reverse takeover or a very substantial acquisition

159 Only PRC issuers are permitted to appoint Mainland auditors or reporting accountants (see section
20ZT of FRCO, Rules 19A.08 and 19A.31).
160 paragraph 59 under Section 3 of the JPS.
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circular relating to the acquisition of an overseas company?
Please give reasons for your views.

Question 35 Do you agree to amend the Listing Rules to codify the JPS
requirement that, in relation to the PIE Engagements and
notifiable transactions, overseas audit firms must normally
fulfil the characteristics described in paragraph 271? Please
give reasons for your views.

Collection of FRC levies

280. As already published on the FRC’s website!6!, the amendments to the FRCO
provide for two new FRC levies that the Exchange will be responsible for
collecting on the FRC’s behalf: (a) a FRC transaction levy on securities
transactions; and (b) an annual PIE levy. The provisions relating to the payment
of FRC levies will take effect on 1 January 2022.

281. The levies are calculated as follows:

(@) the FRC transaction levy is to be paid by sellers and purchasers on
qualifying securities transactions and calculated by applying a percentage
ratio prescribed by the amendments to the FRCO (currently 0.00015% by
each of the seller and the purchaser) of the total consideration of the
relevant transaction; and

(b) the annual PIE levy is calculated by applying a percentage ratio prescribed
by the amendments to the FRCO (currently 4.2%) of the prepaid annual
listing fee payable by the relevant PIE under the Listing Rules.

282. We propose to make a housekeeping amendment to the Listing Rules to reflect
the amendments to the FRCO described in paragraphs 280 and 281.

Question 36 Do you agree to amend the Listing Rules to codify the
amendments to the FRCO on the collection of levies by the
Exchange on behalf of the FRC as described in paragraphs
280 and 2817 Please give reasons for your views.

Company Information Sheets

283. The JPS states'6? that an Overseas Issuer must clearly disclose in its Prospectus
or Listing Document:

(@) asummary of the waivers and exemptions that it has been granted;

(b) a summary of the provisions in the laws and regulations in its home
jurisdiction and primary market that are different to those required by Hong
Kong law regarding:

161 Please refer to the FRC’s website (https://www.frc.org.hk/en-us/about-the-frc/funding) for further
details on the collection of FRC levies.

162 Paragraph 68 under Section 3 of the JPS.
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(i) the rights of the holders of its securities and how they can exercise
their rights;

(i)  directors’ powers and investor protection; and

(i) the circumstances under which its minority shareholders may be
bought out or may be required to be bought out after a successful
takeover or share repurchase;

(c) details of withholding tax on distributable entitlements or any other tax that
is payable (e.g. capital gains tax, inheritance or gift taxes) and whether
Hong Kong investors have any tax reporting obligations; and

(d) where an issuer is listing depositary receipts (HDRs), a summary of the
terms and conditions in the depositary agreement and deed poll.

284. Applicable Overseas Issuers must also disclose this information separately from
their Listing Documents as a Company Information Sheet (see paragraph 286).
The Exchange posts Company Information Sheets on a dedicated section of the
HKEX website'®. This enables investors to more easily locate information on
the differences between the overseas requirements to which an Overseas Issuer
is subject and the Hong Kong requirements. This is particularly useful where the
Overseas Issuer is subject to overseas laws and regulations that are unfamiliar
to Hong Kong investors.

285. Whenever there is any material change to the information disclosed in its
Company Information Sheet, an Overseas Issuer must update and revise its
Company Information Sheet to reflect the changes.

286. The requirement to disclose a Company Information Sheet is currently applicable
to primary listed issuers incorporated outside a Recognised Jurisdiction and all
secondary listed issuers.

287. We propose to amend the Listing Rules to codify the requirement for Company
Information Sheets.

288. As we intend to repeal the concept of Recognised Jurisdictions, we propose to
require Company Information Sheets to be prepared by:

(a) secondary listed issuers'®4; and

(b) any other Overseas lIssuer, at the Exchange’s discretion'%®, where we
believe the publication of a Company Information Sheet would be useful to
Hong Kong investors (for example, to provide them with information on

163 http://www.hkex.com.hk/eng/rulesreg/listrules/listsptop/listoc/co_inf.htm

164 As of the date of this paper, all secondary listed issuers but one have published the Company
Information Sheet on the Exchange’s website.

165 The Exchange will consider, among other things, the extent of differences between the provisions in
the overseas laws and regulations to which an Overseas Issuer is subject and those in Hong Kong,
the number of waivers granted and their nature, and the form of securities listed (e.g. shares or
HDRS).
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2809.

290.

291.

292.

unfamiliar overseas laws and regulations to which the issuer is subject).

Question 37 Do you agree to codify the JPS requirement for Company
Information Sheets as described in paragraphs 283 to 2887
Please give reasons for your views.

Question 38 Do you agree that the Company Information Sheet
requirement should be applied to: (a) secondary listed issuers;
and (b) any other Overseas Issuer, at the Exchange’s
discretion, where it believes the publication of a Company
Information Sheet would be useful to Hong Kong investors?
Please give reasons for your views.

Practical and Operational Matters

The JPS contains guidance on practical and operational matters for Overseas
Issuers on the following subjects:

(&) compliance with Hong Kong’s rules and regulations;
(b) the eligibility of securities;

(c) cross-border clearing and settlement;

(d) HDRs;

(e) taxation; and

() stock codes and stock name markers6®.

On 29 October 2019, the Exchange published guidance for Overseas Issuers
seeking to list in Hong Kong on the following subjects:

(a) alternative procedures for US “Domestic Issuers” (within the meaning of the
US Securities Act) with an offering of a security subject to Regulation S,
which is a regulation that provides an exclusion from the Section 5
registration requirements of the US Securities Act for offerings made
outside the US by both US and foreign issuers;

(b) a standardised template for first movers from jurisdictions new to listing in
Hong Kong; and

(c) simplified CCASS information materials'®”.

The guidance described in paragraphs 289 and 290 is published in separate
places and there is overlap and duplication in certain topics covered. It provides
general advice without specific requirements or else is particularly focused on a
particular set of circumstances applicable only to issuers from certain
jurisdictions. We therefore believe that this material is best preserved as
guidance rather than codified in the Listing Rules.

We propose to amalgamate this guidance into a combined guidance letter for
Overseas Issuers (see Schedule E). Subject to the responses to this

166 Section 4 of the JPS.
167 HKEX news release dated 29 October 2019 (link).
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consultation paper, we will amend and publish this guidance letter.

Question 39 Do you agree to amalgamate the guidance described in

paragraphs 289 and 290 into one combined guidance letter
for Overseas Issuers (see Schedule E)? Please give reasons
for your views.

Country Guides

293. The Exchange has published Country Guides that normally include guidance on
the following subjects for Overseas Issuers incorporated in particular jurisdictions:

(@)
(b)
(c)
(d)
(e)
(f)

regulatory co-operation measures;

JPS Key Shareholder Protection Standards;
practical and operational matters;

constitutional documents;

accounting and auditing related requirements; and

taxation168.

294. As we propose to repeal the Equivalence Requirement and concept of
Acceptable Jurisdictions, no new Country Guides will be issued if our proposal is
adopted. Existing Country Guides will be retained and guidance may be issued
on a case-by-case basis if there are novel issues on companies incorporated in
a jurisdiction new to listing in Hong Kong.

168 Country Guides published on “List of Acceptable Jurisdictions” page on HKEX website (link).
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DEFINITIONS

TERM

DEFINITION

“Acceptable
Jurisdiction”

A jurisdiction (other than Hong Kong, the Cayman Islands,
Bermuda and the PRC) that the Exchange has accepted as
an issuer’s place of incorporation eligible for listing in Hong
Kong

“AIM”

AIM operated by LSE

“ASX”

Australian Securities Exchange

“Automatic Waiver”

a waiver of general effect set out in the Appendix to the JPS
that is granted by the Exchange pursuant to Listing Rule
2.04 with the prior consent of the SFC, or an exception set
out in Listing Rule 19C.11 for issuers with, or seeking, a
secondary listing on the Exchange, subject to certain criteria
under the JPS or Chapter 19C of the Listing Rules, as the
case may be

“CASBE”

China Accounting Standards for Business Enterprises

“Catalist”

Catalist operated by SGX

“centre of gravity in
Greater China”

based on factors set out in both the JPS and Chapter 19C
of the Listing Rules that the Exchange considers in
determining whether an issuer has its centre of gravity in
Greater China:

(&) whether the issuer has a listing in Greater China;

(b) where the issuer is incorporated,;

(c) the issuer’s history;

(d) where the issuer is headquartered;

(e) the issuer’s place of central management and control;

() the location of the issuer's main business operations
and assets;

(g) the location of the issuer's corporate and tax
registrations; and

(h) the nationality or country of residence of the issuer’s
management and controlling shareholder(s)

“CCASS”

the central clearing and settlement system established and
operated by HKSCC

“Chapter 19C route”

the route to secondary listing on the Exchange in
accordance with the requirements under Chapter 19C of the
Listing Rules

“Collective Investment
Scheme”

has the same meaning ascribed to it in Schedule 1 to the
Securities and Futures Ordinance (Cap. 571)

“Common Waiver”

a waiver of general effect set out in the Appendix to the JPS
that is granted by the Exchange pursuant to Listing Rule
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TERM

DEFINITION

2.04 with the prior consent of the SFC on a case by case
basis, subject to prescribed conditions

“Company Information
Sheet”

the information required under paragraph 68 of the JPS for
issuers incorporated in Acceptable Jurisdictions, as
prepared by the issuer and posted by the Exchange on a
dedicated section of the HKEX website (link)

“CWUMPO”

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Cap. 32)

“Core Standards”

the proposed set of shareholder protection standards that
all issuers will be required to provide

“Country Guide”

guidance published on the Exchange’s website setting out,
among other things, how issuers incorporated in an
Acceptable Jurisdiction can meet the JPS Key Shareholder
Protection Standards, as well as the Exchange’s
expectations, practices, procedures and the criteria it
considers when applying the Listing Rules to issuers
incorporated in that jurisdiction

“Equivalence
Requirement”

the Listing Rules requirement'®® that an Overseas Issuer
must be incorporated or otherwise established in a
jurisdiction where the standards of shareholder protection
are at least equivalent to those provided in Hong Kong

“Exchange” The Stock Exchange of Hong Kong Limited, a wholly owned
subsidiary of HKEX

“EU” European Union

“EU-IFRS IFRS as adopted by the European Union

“FAQs” “Frequently Asked Questions” publications of the Exchange

“Foreign Private | a term defined under Rule 405 of Regulation C of the US

Issuer” Securities Act, as amended from time to time, and Rule 3b-

4 of the US Securities Exchange Act of 1934, as amended
from time to time. The term refers to an issuer incorporated
or organised under the laws of a foreign country, except an
issuer meeting both of the following conditions:

(@) more than 50% of the outstanding voting securities of
the issuer are directly or indirectly held of record by
residents of the US; and

any one of the following: (i) the majority of the
executive officers or directors of the issuer are US
citizens or residents; (ii) more than 50% of the assets
of the issuer are located in the US; or (iii) the business
of the issuer is administered principally in the US

(b)

169 | isting Rule 19.05(1)(b) and note (for primary listings) and the note to Listing Rule 19.30(1)(b) (for

secondary listings)
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TERM DEFINITION

“FRC” the Financial Reporting Council established by section 6(1)
of the FRCO

“FRCO” the Financial Reporting Council Ordinance (Cap. 588)

“GEM” GEM operated by the Exchange

“GL94-18” Guidance Letter HKEX-GL94-18 (Suitability for Secondary
Listing as a Qualifying Issuer under Chapter 19C of the
Listing Rules)

“Grandfathered a Greater China Issuer primary listed on a Qualifying

Greater China Issuer”

Exchange on or before 15 December 2017

“Greater China Issuer”

a Qualifying Issuer with its centre of gravity in Greater China

“HDR”

Hong Kong Depositary Receipt

“HKCO” the Companies Ordinance (Cap. 622)

“HKEX” Hong Kong Exchanges and Clearing Limited

“HKFRS” Hong Kong Financial Reporting Standards issued by the
HKICPA

“HKICPA” Hong Kong Institute of Certified Public Accountants

“HKSCC” Hong Kong Securities Clearing Company Limited

“Hong Kong issuer”

an issuer which is incorporated, or otherwise established, in
Hong Kong

“IAASB” International Auditing and Assurance Standards Board
“IFRS” International Financial Reporting Standards

“l0SCO” International Organization of Securities Commissions
“l0SCO MMOU” IOSCO Multilateral Memorandum of Understanding

Concerning Consultation and Cooperation and the

Exchange of Information (link)

“Innovative Company”

a company that the Exchange considers to have
demonstrated the relevant characteristics set out in
paragraphs 3.2 to 3.4 of GL94-18

“IPO”

Initial Public Offering

“J PS”

the “Joint policy statement regarding the listing of overseas
companies” first published jointly by the Exchange and the
SFC in 2007, updated on 27 September 2013, and last
amended on 30 April 2018 (link)

“JPS Key Shareholder
Protection Standards”

the shareholder protection standards set out in Section 1 of
the JPS

“JPS route”

the route to secondary listing on the Exchange in
accordance with the requirements set out in Section 5 of the
JPS
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TERM DEFINITION

“JPS Secondary | an issuer that is secondary listed, or is seeking a secondary
Issuer” listing, on the Main Board through the JPS route

“LD43-3” Listing Decision HKEX-LD43-3 which sets out the

Exchange’s approach in considering whether a new
applicant which conducts its businesses using a VIE
structure is suitable for listing

“Listing Document”

a Prospectus, a circular or any equivalent document
(including a scheme of arrangement and introduction
document) issued or proposed to be issued in connection
with an application for listing

“Listing Rules”

“Rules”

or

the Rules Governing the Listing of Securities on the
Exchange (Main Board unless otherwise stated)

“Listing Regime

the changes to the Main Board Listing Rules that were

Reforms” implemented in April 2018 following the Exchange’s
publication of the conclusions on the “Concept Paper on
New Board” and the “Consultation Paper on a Listing
Regime for Companies From Emerging and Innovative
Sectors”

“LSE” The London Stock Exchange

“Main Board” the main board of the Exchange

“Main Market” The Main Market of the LSE

“Mandatory the Mandatory Provisions for Companies Listing Overseas

Provisions” set forth in Zheng Wei Fa (1994) No. 21 issued on 27

August 1994 by the State Council Securities Policy
Committee and the State Commission for Restructuring the
Economic System

“Non-compliant WVR | a WVR structure that does not comply with the relevant
Structure” requirements under Chapter 8A of the Listing Rules
“Non-compliant VIE | a VIE structure that does not comply with the relevant

Structure”

requirements under LD43-3

“Non-Grandfathered
Greater China Issuer”

a Greater China Issuer that was primary listed on a
Qualifying Exchange after 15 December 2017

“Non-Greater China

Issuer”

a Qualifying Issuer that is not a Greater China Issuer

“Non-WVR Issuer”

an issuer without a WVR structure

“Overseas Issuer”

an issuer that is neither a Hong Kong issuer nor a PRC
issuer

“Overseas Issuer” in this paper has the same meaning as
“overseas company” in the JPS

“PAO”

the Professional Accountants Ordinance (Cap. 50)
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TERM

DEFINITION

“Public Interest Entity”
or “PIE”

has the same meaning ascribed to it in section 3(1) of the
FRCO, that is either a listed corporation whose equity
securities are listed on a recognised stock market as
defined in the FRCO, or a listed Collective Investment
Scheme

“PIE Auditor”

has the same meaning ascribed to it in section 3A of the
FRCO, that is:

(@) a Registered PIE Auditor, that is a practice unit
registered under Division 2 of Part 3 of the FRCO; or

a Recognized PIE Auditor, that is an overseas auditor
recognised under Division 3 of Part 3 of the FRCO,
including a Mainland auditor recognised under section
20ZT of the FRCO

(b)

“PIE Engagement”

has the same meaning as an engagement specified in Part
1 of Schedule 1A of the FRCO

“place of central
management and
control”

based on factors set out in the JPS and Chapter 19C of the
Listing Rules that the Exchange considers in determining an
issuer’s place of central management and control:

(@) the location from where the issuer's senior
management directs, controls, and coordinates the
company’s activities;

the location of the issuer's principal books and
records; and

the location of the issuer's business operations or
assets

(b)
(©)

“PRC” or “Mainland”

the People’s Republic of China

“PRC issuer”

an issuer which is duly incorporated in the PRC as a joint
stock limited company (B {7 A TR E])

“PRC Company Law”

the Company Law (/) 5]Z%) of the PRC adopted at the Fifth
Session of the Standing Committee of the Eighth National
People’s Congress on 29 December 1993 and effective
from 1 July 1994, as amended, supplemented or otherwise
modified from time to time

“Prospectus”

a prospectus as defined in Part 1, Division 2 of the
CWUMPO

“Qualifying Exchange”

The New York Stock Exchange LLC, NASDAQ Stock
Market or the Main Market of the London Stock Exchange
plc (and belonging to the UK Financial Conduct Authority’s
“Premium Listing” segment)

“Qualifying Issuer”

an issuer primary listed on a Qualifying Exchange
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TERM DEFINITION
“Regulatory Co- | the arrangements that the statutory securities regulator of
operation an Overseas Issuer’s jurisdiction of incorporation and place

Requirement”

of central management and control (if different) must have
in place as set out in paragraph 47 under Section 2 of the
JPS

“Recognised
Jurisdictions”

Bermuda, the Cayman Islands and the PRC. For the
purpose of this paper, Hong Kong is excluded from this
definition

“Recognised Stock | the main market of a stock exchange the Exchange has

Exchange” recognised as being one where the shareholder protection
standards are at least equivalent to those provided in Hong
Kong as set out in paragraph 96 under Section 5 of the JPS.
The Qualifying Exchanges are also Recognised Stock
Exchanges

“SFC” Securities and Futures Commission

“SFO” Securities and Futures Ordinance (Cap. 571)

“SGX” Singapore Exchange Limited

“SGX Main Board” The Main Board of SGX

“Statement of No | a statement of no objection provided by the Exchange to an

Objection” or “SNO”

issuer appointing an overseas firm of practising
accountants to carry out a PIE Engagement for that issuer
under section 20ZF(2)(a) of the FRCO

“Trading
Requirement”

Migration

the requirement under Listing Rule 19C.13 that if the
majority of trading in a Greater China Issuer’s listed shares
migrates to the Exchange’s markets on a permanent basis,
the Exchange will regard the issuer as having a dual primary
listing and consequently the Automatic Waivers will no
longer apply to such issuer

“UK” the United Kingdom
“Us” the United States of America
“US GAAP” the Generally Accepted Accounting Principles in the US

“US Securities Act”

the US Securities Act of 1933, as amended from time to
time, and the rules and regulations promulgated thereunder

“VIE structure”

a structure that allows a person or entity to control and
receive the economic benefits of a variable interest entity
despite not having a majority of, or any, voting rights or legal
ownership

“weighted voting right”
or “WVR”

the voting power attached to a share of a particular class
that is greater or superior to the voting power attached to an
ordinary share, or other governance right or arrangement
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TERM DEFINITION
disproportionate to the beneficiary’s economic interest in
the equity securities of the issuer

“WVR structure” a structure of an issuer that results in any shareholder

having WVR
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Schedule A PRIVACY POLICY STATEMENT

Privacy Policy Statement

Hong Kong Exchanges and Clearing Limited, and from time to time, its subsidiaries
(together the "Group") (and each being "HKEX", "we", "us" or "member of the
Group" for the purposes of this Privacy Policy Statement as appropriate) recognise
their responsibilities in relation to the collection, holding, processing, use and/or
transfer of personal data under the Personal Data (Privacy) Ordinance (Cap. 486)
("PDPQ"). Personal data will be collected only for lawful and relevant purposes and all
practicable steps will be taken to ensure that personal data held by us is accurate. We
will use your personal data which we may from time to time collect in accordance with

this Privacy Policy Statement.

We regularly review this Privacy Policy Statement and may from time to time revise it
or add specific instructions, policies and terms. Where any changes to this Privacy
Policy Statement are material, we will notify you using the contact details you have
provided us with and, where required by the PDPO, give you the opportunity to opt out
of these changes by means notified to you at that time. Otherwise, in relation to
personal data supplied to us through the HKEX website or otherwise, continued use
by you of the HKEX website or your continued relationship with us shall be deemed to
be your acceptance of and consent to this Privacy Policy Statement, as amended from
time to time.

If you have any questions about this Privacy Policy Statement or how we use your
personal data, please contact us through one of the communication channels set out
in the "Contact Us" section below.

We will take all practicable steps to ensure the security of the personal data and to
avoid unauthorised or accidental access, erasure or other use. This includes physical,
technical and procedural security methods, where appropriate, to ensure that the
personal data may only be accessed by authorised personnel.

Please note that if you do not provide us with your personal data (or relevant personal
data relating to persons appointed by you to act on your behalf) we may not be able
to provide the information, products or services you have asked for or process your
requests, applications, subscriptions or registrations, and may not be able to perform
or discharge the Regulatory Functions (defined below).

Purpose

From time to time we may collect your personal data including but not limited to your
name, mailing address, telephone number, email address, date of birth and login name
for the following purposes:

1. to process your applications, subscriptions and registration for our products and
services;

2. to perform or discharge the functions of HKEX and any company of which HKEX
is the recognised exchange controller (as defined in the Securities and Futures
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Ordinance (Cap. 571)) ("Regulatory Functions");

3. to provide you with our products and services and administer your account in
relation to such products and services;

4. to conduct research and statistical analysis;

5. to process your application for employment or engagement within HKEX to
assess your suitability as a candidate for such position and to conduct reference
checks with your previous employers; and

6. other purposes directly relating to any of the above.
Direct marketing

Where you have given your consent and have not subsequently opted out, we may
also use your name, mailing address, telephone number and email address to send
promotional materials to you and conduct direct marketing activities in relation to
HKEX financial services and information services, and financial services and
information services offered by other members of the Group.

If you do not wish to receive any promotional and direct marketing materials from us
or do not wish to receive particular types of promotional and direct marketing materials
or do not wish to receive such materials through any particular means of
communication, please contact us through one of the communication channels set out
in the "Contact Us" section below. To ensure that your request can be processed
quickly please provide your full name, email address, log in name and details of the
product and/or service you have subscribed.

Identity Card Number

We may also collect your identity card number and process this as required under
applicable law or regulation, as required by any regulator having authority over us and,
subject to the PDPO, for the purpose of identifying you where it is reasonable for your
identity card number to be used for this purpose.

Transfers of personal data for direct marketing purposes

Except to the extent you have already opted out we may transfer your name, mailing
address, telephone number and email address to other members of the Group for the
purpose of enabling those members of the Group to send promotional materials to you
and conduct direct marketing activities in relation to their financial services and
information services.

Other transfers of personal data
For one or more of the purposes specified above, the personal data may be:

1. transferred to other members of the Group and made available to appropriate
persons in the Group, in Hong Kong or elsewhere and in this regard you consent
to the transfer of your data outside of Hong Kong;
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2. supplied to any agent, contractor or third party who provides administrative,
telecommunications, computer, payment, debt collection, data processing or
other services to HKEX and/or any of other member of the Group in Hong Kong
or elsewhere; and

3. other parties as notified to you at the time of collection.
How we use cookies

If you access our information or services through the HKEX website, you should be
aware that cookies are used. Cookies are data files stored on your browser. The HKEX
website automatically installs and uses cookies on your browser when you access it.
Two kinds of cookies are used on the HKEX website:

Session Cookies: temporary cookies that only remain in your browser until the time
you leave the HKEX website, which are used to obtain and store configuration
information and administer the HKEX website, including carrying information from one
page to another as you browse the site so as to, for example, avoid you having to re-
enter information on each page that you visit. Session cookies are also used to compile
anonymous statistics about the use of the HKEX website.

Persistent Cookies: cookies that remain in your browser for a longer period of time
for the purpose of compiling anonymous statistics about the use of the HKEX website
or to track and record user preferences.

The cookies used in connection with the HKEX website do not contain personal data.
You may refuse to accept cookies on your browser by modifying the settings in your
browser or internet security software. However, if you do so you may not be able to
utilise or activate certain functions available on the HKEX website.

Compliance with laws and regulations

HKEX and other members of the Group may be required to retain, process and/or
disclose your personal data in order to comply with applicable laws and regulations or
in order to comply with a court order, subpoena or other legal process (whether in
Hong Kong or elsewhere), or to comply with a request by a government authority, law
enforcement agency or similar body (whether situated in Hong Kong or elsewhere) or
to perform or discharge the Regulatory Functions. HKEX and other members of the
Group may need to disclose your personal data in order to enforce any agreement
with you, protect our rights, property or safety, or the rights, property or safety of our
employees, or to perform or discharge the Regulatory Functions.

Corporate reorganisation

As we continue to develop our business, we may reorganise our group structure,
undergo a change of control or business combination. In these circumstances it may
be the case that your personal data is transferred to a third party who will continue to
operate our business or a similar service under either this Privacy Policy Statement or
a different privacy policy statement which will be notified to you. Such a third party may
be located, and use of your personal data may be made, outside of Hong Kong in
connection with such acquisition or reorganisation.
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Access and correction of personal data

Under the PDPO, you have the right to ascertain whether we hold your personal data,
to obtain a copy of the data, and to correct any data that is inaccurate. You may also
request us to inform you of the type of personal data held by us. All data access
requests shall be made using the form prescribed by the Privacy Commissioner for
Personal Data ("Privacy Commissioner") which may be found on the official website
of the Office of the Privacy Commissioner or via this link

https://www.pcpd.org.hk/english/publications/files/Dforme.pdf

Requests for access and correction of personal data or for information regarding
policies and practices and kinds of data held by us should be addressed in writing and
sent by post to us (see the "Contact Us" section below).

Areasonable fee may be charged to offset our administrative and actual costs incurred
in complying with your data access requests.

Termination or cancellation

Should your account or relationship with us be cancelled or terminated at any time, we
shall cease processing your personal data as soon as reasonably practicable following
such cancellation or termination, provided that we may keep copies of your data as is
reasonably required for archival purposes, for use in relation to any actual or potential
dispute, for the purpose of compliance with applicable laws and regulations and for
the purpose of enforcing any agreement we have with you, for protecting our rights,
property or safety, or the rights, property or safety of our employees, and for performing
or discharging our functions, obligations and responsibilities.

General

If there is any inconsistency or conflict between the English and Chinese versions of
this Privacy Policy Statement, the English version shall prevail.

Contact us

By Post:

Personal Data Privacy Officer

Hong Kong Exchanges and Clearing Limited
8/F., Two Exchange Square

8 Connaught Place

Central

Hong Kong

By Email:
DataPrivacy@HKEX.COM.HK

Schedule A - 4


https://www.pcpd.org.hk/english/publications/files/Dforme.pdf
mailto:DataPrivacy@HKEX.COM.HK

SCHEDULE B JURISDICTIONAL COMPARISON

TABLE 1: OVERVIEW!

Secondary listed issuers
must have a “centre of
gravity” outside Greater
China. This is except for
Greater China companies
that listed on a Qualifying
Exchange® on or before 15
December 2017 that apply

issuerss.

(1) >50% or of its
shares are owned
by U.S residents;
and

(2) any of the following

applies:

(a) the majority of its

Must maintain a listing
on an exchange that is
acceptable to ASX 8 .
ASX would generally
accept issuers with a
primary listing on the
main boards of the
principal exchanges in

HK? UK us AUSTRALIA SINGAPORE
REQUIREMENT
< (HKEX) (LSE) (NYSE & NASDAQ) (ASX) (SGX)
Designation Either “Primary” or | Either “Standard” or | “Foreign Private Issuers” | “Foreign Exempt Listing” | Either ~ “Primary”  or
“Secondary” listed “Premium” listed?® “Secondary” listed*
Overseas issuer test | YES NO YES YES YES
applied? An  “overseas issuer” | A choice of either the | A “Foreign  Private | Must be a “foreign entity” | Must be a “foreign
means any issuer | “Standard” or “Premium” | Issuer” means any issuer | incorporated or | issuer” i.e. incorporated
incorporated outside of | regime is equally available | incorporated outside | otherwise  established | or otherwise established
Hong Kong. to overseas and domestic | U.S, unless: outside Australia. outside Singapore.

“Secondary” listed
issuers must maintain a
primary listihg on a
foreign exchange and
must be subject to its
rulestt,

1 The table provides a comparison of regulations of overseas issuers between the Main Board of HKEX and its comparable markets (i.e. LSE’s Main Market for the UK, SGX Main Board for
Singapore, NYSE and NASDAQ Global Select for the US, and ASX for Australia). In respect of junior markets for the UK and Singapore (i.e. AIM and Catalist respectively), it is noted that the
relevant rules generally do not distinguish between domestic issuers and overseas issuers. In respect of junior markets for the US (i.e. NYSE American, NASDAQ Global Market/ Capital
Markets), the requirements for ‘Foreign Private Issuers’ are same as those applicable to ‘Foreign Private Issuers’ on NYSE and NASDAQ. Similar to GEM, SGX Catalist only accepts primary

listing applications but not secondary listing application.

SGX Listing Rule 215

LSE Listing Rules 1.5

® o g~ W N

11 SGX Listing Rule 217

ASX Listing Rule 1.11 condition 1

Based on the requirement currently in force as at the date of this paper.
LSE’s Main Market also operates High Growth Segment but only issuers incorporated in UK or European Economic Area may apply for admission.
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REQUIREMENT

HK?
(HKEX)

UK
(LSE)

us
(NYSE & NASDAQ)

AUSTRALIA
(ASX)

SINGAPORE
(SGX)

for listing in Hong Kong
under Chapter 19C.

executive
officers/ directors
are US citizens
or residents;

(b)>50% of its
assets are
located in the US

(c)its business is
principally
administered in
us’.

developed markets®. It
must be subject to, and
ASX must be satisfied
that it complies with, the
rules of that exchange?®.

Requirement
overseas issuers
be subject
shareholder

for
to
to

protection standards

equivalent
domestic
companies?

to

YES

If the law of their country of

incorporation does  not
confer on shareholders at
least equivalent pre-

emption rights to the Listing
Rules requirements, issuers
applying from a “premium”
listing must ensure such
rights are provided for in
their constitutional
documents and that this is
not inconsistent with the law
of their jurisdiction of
incorporation??,

NO

NO

NO

7 Rule 405 of Regulation C under the Securities Act, Rule 3b-4 under the Exchange Act
9 ASX Listing Rules Guidance Note 4, para 2.1
10 ASX Listing Rule 1.11 condition 4

12 LSE Listing Rules 6.9.2 and 9.3.11
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https://www.ecfr.gov/cgi-bin/text-idx?SID=9e0d5bd8e5a40de3164cdafdd0b6bbb9&mc=true&node=se17.3.230_1405&rgn=div8
https://www.ecfr.gov/cgi-bin/text-idx?SID=9e0d5bd8e5a40de3164cdafdd0b6bbb9&mc=true&node=se17.4.240_13b_64&rgn=div8

(i) non-Greater

China issuers
without WVR -
HK$10bn;

other issuers:
(1) HK$40bn; or

(2) HK$10bn
with revenue

(ii)

of at least

HK$1bn.
with two full financial
years of good

regulatory compliance

distribution requirements
within  North America
requirement that apply to
US domestic issuers
(see Table 2).

NASDAQ:

Same financial eligibility
listing requirements
apply to US domestic
and foreign private
issuers (see Table 2).

REQUIREMENT HK? UK us AUSTRALIA SINGAPORE
(HKEX) (LSE) (NYSE & NASDAQ) (ASX) (SGX)
Financial Eligibility | Same as domestic issuers | Issuers applying from a | NYSE: Higher listing | Same as for domestic
for Listing | except overseas issuers | “premium”listing must have: | Higher listing | requirements (see Table | issuers except:
Requirements s_et_eking a SeCO’?da"y (@) a three year revenue | requirements (see Table | 3)- (a) at least two
listing must meet higher earning record, 2) for issuers that independent
market ce_1p|.tallsa;|on (b) control of an glre.ady have a broaq, _diregtors, resident
thresholds at listing of at independent business | liquid market in their in Singapore?’
least: dor the JPS as its main activity; tsr?CU”tr'?S VI‘{OtrJdW'.detﬂ-e_- (b) no need to comply
(2) under the ~ | (c) unqualified  working | . oudn @ TIsting intheir with moratorium on
US$400m , _ home jurisdiction). romoters'
(HK$3.1bn) with a five capital statement; and oo _ P :
oar tré ok recordi o | (d) a sponsor for the !—|owever, oreign private shareholdlngg _
y . listing issuers can choose to (secondary listings
a recognised stock g- _ meet US  domestic only)*s.
exchange* “Standard” listed issuers are | gjigibility ~ for listing
(b) under Chapter 19C: exempted from  these | rgquirements if they can
requirements?S. meet the share

13
14
15
16
17
18

These eligibility requirements only apply if a JPS Secondary Issuer wishes to be granted Automatic Waivers.
A list of the largest international markets set out in paragraph 91 of the JPS.

LSE Listing Rules 6 and 8

LSE Listing Rules 6.15.1 and 14.2

SGX Listing Rule 221
SGX Listing Rule 217
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eligibility criteria; or

(b) “common waivers”

applies),

significant

transactions, related party

time registration

home exchange that
is or is to be made

2
REQUIREMENT HK UK us AUSTRALIA SINGAPORE
(HKEX) (LSE) (NYSE & NASDAQ) (ASX) (SGX)
track record on a
Qualifying Exchange.

Listing Document Same content | Same requirements for both | Required to complete: Same prospectus | Same prospectus
requirements as  for | “Standard” and “Premium” (a) Form F-1 (Securities requirements as | requirements as
domestic issuers. listed issuers. Act form for first time | domestic issuers except | domestic issuers.

For secondary listing, the foreign private | the relief . from
listing document need not issuers); and prospectus requirement
be accompanied by a (b) Form o0-F | for®:
Chinese translation, (Exchange Act form |(&@) rights issues where
unless this is required by for securities of the securities are in
the Companies (Winding foreign private the same class as
Up and issuers to be listed). those already held by
Miscellaneous Provisions) Australian investors;
Ordinance®. (b) foreign scrip bids and
schemes of
arrangement; and
(c) offers made to 20 or
fewer retail investors
in any 12-month
period.

Continuing Waivers of general effect | Lighter continuing | Several exemptions | Most ASX Listing Rules | An  issuer with a

Obligations granted that are either: obligations for “Standard” | available: requirements are not | secondary listing needs
(@) “automatic waivers” | listing: (a) no quarterly | applicable except: not comply with SGX

(where no waiver | No requirement for: pre- reporting (a)issuers must | Listing  Rules i it
application required) | emption rights (only the requirement?; immediately provide | undertakes to:

for secondary listings | company law of the relevant | () confidential to ASX all information |(a) release all
that meet  JPS | jurisdiction of incorporation submission of first it provides to its information and

documents in English
to SGX at the same

19 Main Board Listing Rules 11.14 and 19.36(5)
20 ASIC Regulatory Guide 72: https://download.asic.gov.au/media/3339809/rg72-published-2-september-2015.pdf
22 https://www.sec.gov/divisions/corpfin/internatl/foreign-private-issuers-overview.shtmi#l
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https://download.asic.gov.au/media/3339809/rg72-published-2-september-2015.pdf
https://www.sec.gov/divisions/corpfin/internatl/foreign-private-issuers-overview.shtml#I

HK? UK us AUSTRALIA SINGAPORE
REQUIREMENT
Q (HKEX) (LSE) (NYSE & NASDAQ) (ASX) (SGX)

(waiver  application | transactions, share re- statements?3; public3; time as they are
required and | purchase, UKCG Code and | (¢) choice of local released to the home
considered based on | Model Code?!. 24. . - exchange;

its individual merits GAAPT (b)certain  ASX  Listing - y

based on all facts and (d) exemption from Rules on transferand |(b) inform SGX of any
: © proxy rules2; register of issue of .add|t|onal
circumstances , securities3s: securities in a class
including  compliance (e) exemption __from . ’ : already listed on
with “the prescribed regu!atlon ::D (|.;a. (© ﬁlrnultar:jeous trad!ng SGX and the
conditions). requirement () alt and suspension decision of the home

publicly disclose on home exchange

Public float requirement
under Rules 8.08 and
13.35.

Requirements on pre-
emptive rights under Rule
13.36 for  secondary
listing.

material non-public
information given to
market

professionals (e.g.
analysts))?¢;

(f) exemption from
beneficial
ownership reporting
and short swing
profit recapture
rules for insiders?7;

(g) exemption from
accelerated filing

(d)

and ASX36;

certain
administrative
procedural
requirements in:
- appointing a person
responsible for
communicating
with ASX37;

- remain registered
as a foreign
company carrying
on business in

and

(©)

exchange; and

comply with such
other listing rules as
may be applied by
SGX from time to
time (whether before
or after listing).

21
23
24
25
26
27
34
35
36
37

LSE Listing Rules 9, 10, 11, 12 and 13
https://www.sec.gov/divisions/corpfin/internatl/nonpublicsubmissions.htm

SEC 17 CFR Parts 210, 230, 239 and 249
Rule 3a12-3(b) of the Exchange Act
https://www.sec.gov/divisions/corpfin/internatl/foreign-private-issuers-overview.shtml#l

Rule 3a12-3 of the Exchange Act

ASX Listing Rule 15.2A

Including ASX Listing Rules 2.2, 2.7, 8.2, 8.10, 8.15 and 8.21; Appendices 3B and 8A
ASX Listing Rules 1.15.5, 1.15.6, 17.1 and 17.2
ASX Listing Rules 1.151 and 12.6
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HK? UK us AUSTRALIA SINGAPORE
HMEEIIHAL ELT (HKEX) (LSE) (NYSE & NASDAQ) (ASX) (SGX)
requirements?®; and Australia3®;
(h) more limited - the way of lodging
executive announcements,
compensation e.g. using the ASX

disclosure?®.

Issuers can also follow
home country practices
instead of certain
corporate  governance
requirements under
NYSE Rules or
NASDAQ Rules but must
disclose the significant
differences or describe
home country practices
in Form 20-F 3¢ . A
NASDAQ  issuer is
further required to submit
to NASDAQ a written
statement  from an
independent counsel in
its home country
certifying that the
issuer’s practices are not

online form39;

trading halts,
suspension and
removal4°;

application of the
listing rules (e.g.
requirement to
comply with rules,
waiver and appeals
process etc.),
interpretation and
definitions*!

28
29
30

38
39
40
41

Form 20+, General Instruction A(b)(2)
https://www.sec.gov/about/forms/form20-f.pdf; https://www.sec.gov/divisions/corpfin/internatl/foreign-private-issuers-overview.shtmi#llIC

NYSE requires foreign private issuers to describe significant differences in their home country practices compared with those required for domestic issuers in US. (NYSE Rules
303A.00 and303A.11) while NASDAQ Rules do not expressly require disclosing the significant differences but require a description of their home country practices instead

(NASDAQ Rule 5615(a)(3)).

ASX Listing Rules 1.151B and 12.6A

ASX Listing Rules 1.15.1, 15.2t0 15.6, 15.8 and 15.9

ASX Listing Rules 1.15.1 and Chapter 17

ASX Listing Rules 1.15.1, Chapters 18 and 19
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REQUIREMENT

HK?
(HKEX)

UK
(LSE)

us
(NYSE & NASDAQ)

AUSTRALIA
(ASX)

SINGAPORE
(SGX)

prohibited by  such
country’'s laws 3!
Exempted corporate
governance
requirements include:

- Composition of the

board and
independence of
directors;

- Nomination,
remuneration and
corporate governance
committees;

- The requirement to
hold general meetings
held every year;

Shareholder approval
of certain issuance of
securities and equity
compensation
arrangements®?;

- Review of related party
transactions3?

- Adoption of Corporate
Governance;
Guidelines (equivalent
to our Corporate
Governance Code) for
NYSE issuers; and

- Adoption of Code of

31 NASDAQ Rule IM-5615-3
32 In common with US domestic issuers, ‘Foreign Private Issuers’ are not subject to any requirement to obtain shareholder approval for other transactions.

33 The term "related party transactions" shall refer to transactions required to be disclosed pursuant to Form 20-F.
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HK? UK uUs AUSTRALIA SINGAPORE
AL [ (HKEX) (LSE) (NYSE & NASDAQ) (ASX) (SGX)
Business Conduct and
Ethics and Code of
Conduct for NYSE
issuers and NASDAQ
issuers, respectively.
Investor Awareness | The stock name of | “Standard” and “Premium” | None None None
Requirements overseas issuers with | listed issuers labeled for

secondary listings must be
labelled with an “S”.

transparency purposes on
FSA website.
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TABLE 2: COMPARISON OF NYSE AND NASDAQ FINANCIAL ELIGIBILITY REQUIREMENTS FOR US AND NON-US ISSUERS

US ISSUERS

NON-US ISSUERS

NYSE

NASDAQ
Market)2

(Global Select

NYSE

NASDAQ (Global Select Market)

Quantitative Listing
Requirements

Earnings Test

Income Standard

Earnings Test

Income Standard

(one of these tests/
standards must be
met)

>= US$10 million aggregate pre-
tax earnings for last 3 years

AND

>= US$2 million pre-tax earnings
in each of 2 most recent years

(pre-tax earnings for all 3 years
must be positive) 43

OR

>= US$12 million aggregate pre-
tax earnings for last 3 years

AND

>= US$5 million pre-tax earnings
in the most recent year and US$2
million in the next most recent
year46

>= US $11 million pre-tax earnings
aggregate for last 3 years

AND

>=US $2.2 milion pre-tax
earnings in each of 2 most recent

years (pre-tax earnings for all 3
years must be positive)**

>= US$100 million aggregate pre-tax
earnings for last 3 years

AND

>= US$25 million pre-tax earnings in
each of 2 most recent years*®

Same requirements as US Issuers

42 The NASDAQ has three market tiers — the Global Select Market (for the largest issuers), the Global Market (for mid-sized issuers) and the Capital Market (for smaller issuers).
The financial eligibility requirements are the same for US and non-US issuers in these markets. To aid comparison with NYSE, listing requirements of NASDAQ Global Select

Market are set out above.

43 NYSE Manual § 102.01C(l)
44 NASDAQ Rule 5315(f)(3)(A)
45 NYSE Manual § 103.01B(1)
46 NYSE Manual § 102.01C(1)
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US ISSUERS

NON-US ISSUERS

NYSE

NASDAQ
Market)*2

(Global Select

NYSE

NASDAQ (Global Select Market)

Valuation Test

Market Value or Total Assets /

Revenue Standard

Valuation Test

Market Value or Total Assets /

Revenue Standard

capitalisation

>= US$200 million global market

>= US$850 million average
market capitalisation over last 12
months

AND

>= $90 million revenues in
previous year*’

>= US$750 million global market
capitalisation
AND

>= US$75 million revenues in the
most recent 12-month period*8

OR

OR

>= US$550 million average
market capitalisation over last 12
months

AND

>= US$110 million revenues in
previous year

AND

>= US$27.5 million aggregate
cash flows for last 3 years (cash

flows for last 3 years must be
positive)*?

OR

>= US$500 million global market
capitalisation

AND

>= US$100 million revenues in the
most recent 12-month period

AND

>= US$100 million aggregate cash
flows for last 3 years
and >= 25 million cash flow in each of
the last 2 years®°

Same requirements as US Issuers

47
48
49
50

NASDAQ Rule 5315(f)(3)(C)
NYSE Manual § 103.01B(1l)(b)
NASDAQ Rule 5315(f)(3)(B)

NYSE Manual § 103.01B(1l)(a)
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US ISSUERS NON-US ISSUERS

NYSE NASDAQ (Global Select | NYSE NASDAQ (Global Select Market)
Market)*2

-- Equity Standard -- Equity Standard

-- >=  US$160 million market | -- Same requirement as US issuers
capitalisation
AND

>= US$80 million total assets
AND

>=  $55 million
equity>?

stockholders'

Share distribution
requirements

400 round lot shareholders within
North America, 1.1 million publicly
held shares with a total market
value of US$40 million and a
minimum share price of US$452

450 round lot shareholders or
2,200 shareholders,1.25 million
publicly held shares with a total
market value of US$45 million and
a minimum share price of US$453

5,000 round lot shareholders
worldwide, 2.5 million publicly held
shares with a total market value of
US$100 million and a minimum share
price of US$454

Same requirement as US issuers

51 NASDAQ Rule 5315(f)(3)(D)
52 NYSE Manual §102.01A-B

53 NASDAQ Rules 5315(e)(1), 5315(e)(2), 5315(f)(1) and 5315(f)(2)

54 NYSE Manual §103.01
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TABLE 3: COMPARISON OF ASX FINANCIAL ELIGIBILITY REQUIREMENTS FOR DOMESTIC AND FOREIGN ISSUERS

CRITERIA

DOMESTIC

FOREIGN

Profit Test

Financial Eligibility
for Listing
Requirements

(one of these tests
must be met)

>= A$1 million aggregate profit (before tax) from continuing
operations for the past 3 full financial years®®

AND
>= A$500,000 consolidated profit (before tax) from continuing

operations for the 12 months to a date no more than 2 months before
the listing application date5¢

>= A$200 million operating profit before tax for each of the last 3 full
financial years®’

Assets Test

>= A$4 million net tangible assets after deducting listing costs®8

>= A$2 billion net tangible assets®®

Valuation Test

>=A$15 million market capitalisation

>= A$2 billion market capitalisation

55
56
57
58
59

ASX Listing Rule 1.2
ASX Listing Rule 1.2.5
ASX Listing Rule 1.12
ASX Listing Rule 1.3
ASX Listing Rule 1.13
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SCHEDULE C CURRENT

SHAREHOLDER

PROTECTION STANDARDS

PROPOSED TO BE REPEALED

Requirement Source of | Overlapping Reason for Repeal*
requirement requirement

Transfer and Registration

Transfers and other documents of title shall be | Appendix 3, | Rules 13.58 to | Rule 13.58 requires an issuer to certify transfers against certificates or temporary

registered and fees shall not exceed the | paragraph 1(1) 13.60 documents. We propose to rely upon this Rule and repeal this requirement.

maximum prescribed by the Rules. . . o . .

aximum prescr y uies Also, we do not believe that placing a limitation on the fees charged for registration

services is sufficiently fundamental to shareholder protection that it needs to be a
Core Standard. We propose instead to rely upon Rules 13.59 and 13.60 which
prescribe the monetary caps on the fees that can be charged for registration
services.

Fully-paid shares shall be free from transfer | Appendix 3, | Rule 8.13 The provision is already required by Rule 8.13, which requires securities for which

restriction and free from all lien. paragraph 1(2) listing is sought to be freely transferable. We propose to rely upon the Rule and
repeal this requirement.

Where power is taken to limit number of | Appendix 3, | N/A This requirement is not fundamental to shareholder protection and therefore we

shareholders in a joint account, limit shall not | paragraph 1(3) propose it should not be a Core Standard. Instead we propose it should be a

prevent registration of four persons. matter determined by the company law to which the issuer is subject.

Definitive Certificates

Certificates for capital must be under seal and | Appendix 3 | Appendix 2B, | The HKCO (section 126) states that a company may have an official seal for

affixed with the authority of the directors, or be | paragraph 2(1) paragraphs 4, | sealing documents creating or evidencing securities issued by a company. The

executed under signature of appropriate 11, 28 company law of Bermuda and the Cayman Islands have similar provisions.

fficials with statut thorit . . . . .

officials with statutory authority Appendix 2B, paragraphs 4, 11, 28 require documents of title for registered equity

securities to be issued under seal, in the absence of statutory authority, for issues

1 Overseas Issuers will be required to notify the Exchange of any provision in their constitutional documents that may be detrimental to the interests of shareholders as a whole.
The Exchange reserves the right to consider an issuer unsuitable for listing in such cases.
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Requirement

Source of

requirement

Overlapping
requirement

Reason for Repeal’

under the signature of appropriate officials. As the method of authenticating
certificates is a mechanism well provided for in company law and the Rules, we
believe that there is no need for the Listing Rules to require issuers to provide for
it in their constitutional documents.

Where power is taken to issue share warrants | Appendix 3 | N/A Since March 2014, under section 139 of the HKCO, companies no longer have

to bearer, no new share warrant shall be issued | paragraph 2(2) power to issue a share warrant. We propose to repeal the requirement to be

to replace one that has been lost, unless the consistent with the change in the HKCO.

issuer is satisfied beyond reasonable doubt that . . . . .

the original has been destroyed. The |ssu.an.ce.of. share warrants has.also been abolished in an increasing number
of other jurisdictions including UK, Singapore, Cayman Islands, Bermuda and BVI.
As we can reasonably expect future issues of share warrant to be very rare, we
do not believe that a fundamental shareholder protection standard is needed on
this matter as a Core Standard in the Rules.

Dividends

Any amounts paid up in advance of calls on any | Appendix 3 | N/A The provision is relevant to partly paid securities which have fallen out of use.

share may carry interest but shall not entitle the | paragraph 3(1) Also, this provision restricts the rights of shareholders, including minority

holder of the share to participate in respect shareholders (to receive dividends) rather than providing a protection. On this

thereof in a dividend subsequently declared. basis we propose to repeal the requirement.

Where power is taken to forfeit unclaimed | Appendix 3 | N/A The length of period within which unclaimed dividends can be forfeited is not a

dividends, that power shall not be exercised
until six years or more after the date of
declaration of dividend.

paragraph 3(2)

fundamental shareholder protection. The HKCO, based on which the Core
Standards are formulated, also does not prescribe how unclaimed dividends are
to be dealt with. We therefore propose it should not be a Core Standard. Instead
we propose that it should be a matter determined by the company law to which
the issuer is subject. Regarding claims made in Hong Kong courts, reliance will be
placed on the Limitation Ordinance (Cap 347).

An overseas issuer should notify the Exchange of any provisions in its
constitutional documents that may be detrimental to the interests of shareholders
as a whole. The Exchange reserves the right to consider an issuer unsuitable for
listing in such cases.

Directors
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Requirement Source of | Overlapping Reason for Repeal*
requirement requirement

8. | Subject to such exceptions* specified in the | Appendix 3 | Rule 13.44 Rule 13.442 contains the same requirement and exceptions other than the
articles of association as the Exchange may | paragraph 4(1) percentage-based exception set out in paragraph (3) of Note 1 to Appendix 3.
approve, a director shall not vote on any board This difference was the result of a review conducted in 2012, which determined
resolutions approving any contract or that the 5% test in paragraph (3) was not appropriate because a director of an
arrangement or any other proposal in which he issuer may still have a material interest in a transaction between the issuer and a
or any of his close associates has a material counter-party even if he is interested in less than 5% of the counter-party’s issued
interest nor shall he be counted in the quorum shares or voting rights. We believe Rule 13.44 is the optimal approach and
present at the meeting. propose repealing Appendix 3 paragraph 4(1) to rely on Rule 13.44 only and
“The exceptions are set out in Note 1 remove the current i_nconsist_ency. Although secondary listed issuers are

. exempted from compliance with Rule 13.44, they are also exempted from
paragraphs (1)-(5) to Appendix 3. compliance with this provision of Appendix 3 paragraph 4(1). Consequently, the
Paragraph (3) of Note 1 states that an exception proposed repeal of this provision will not change the current position with regards
can be provided from the above requirement in to secondary listed issuers.
respect of any proposal concerning a company
in which the director or his close associate(s)
are interested if they are interested, in
aggregate, in less than 5% of the issued shares
of any class of that company.

9. | The minimum length of the period, during which | Appendix 3| N/A The length of period referred to in paragraph 4(4) is not a fundamental shareholder
notice to the issuer of the intention to propose | paragraph 4(4) protection and therefore we propose that it should not be a Core Standard. Also,
for election as a director and during which the requirement places a restriction on shareholders (rather than protecting them)
notice to the issuer by such person of his by imposing a minimum notice period for shareholders’ notification.
willingness to be elected may be given, will be We propose that this notice period should instead be a matter determined by the
at least 7 days. . ) ) . L

company law to which the issuer is subject rather than the Listing Rules.

10.| The period for lodgment of the notices referred | Appendix 3 | Note to Rule | The note to Rule 13.70 states that issuers should consider whether it is

to in Appendix 3 paragraph 4(4) will commence | paragraph 4(5) 13.70 appropriate to give shareholders at least 10 business days to consider any

no earlier than the day after the despatch of the
notice of the meeting appointed for such
election and end no later than 7 days prior to
the date of such meeting.

shareholders’ nomination of a director, if notice of the nomination is received after
the notice of annual general meeting. Appendix 3, paragraph 4(5) states that the
period within which shareholders can lodge a nomination notice can be up to 7
calendar days prior to the annual general meeting. This would not give

2

The exception in paragraph 3 to Appendix 3 was excluded from Rule 13.44 in the updates in 2012.
material interest in a transaction with a company even if he was interested in less than 5% of that company’s issued shares or voting rights.

This was because the Exchange considered that a director might have a
Given that any change to Appendix

3 might require an issuer to revise its memoranda and articles of association which was subject to shareholders’ approval, the Exchange considered at that time that it would
be more appropriate to revise Rule 13.44 to exclude this particular exception instead of amending Appendix 3.
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Requirement

Source of
requirement

Overlapping
requirement

Reason for Repeal’

shareholders at least 10 business days to consider the nomination.

Both requirements are in relation to shareholders’ nomination of a director. We
have amended Rule 13.70 to convey the requirements more clearly.

11.

The bye-laws/articles of association shall
stipulate that the issuer in general meeting must
approve the payment to any director or past
director of any sum by way of compensation for
loss of office or as consideration for or in
connection with his retirement from office (not
being a payment to which the director is
contractually entitled).”

Appendix 13
Part A, Section
1, paragraph 5/
Appendix 13,
Part B Section 1,
paragraph 5(4)

Chapter 14A

The connected transaction rules under Chapter 14A of the Listing Rules apply to
transactions with the issuer's directors and past directors. Connected
transactions, unless exempted, are subject to independent shareholders’
approval. We therefore propose to repeal the requirement and rely upon Chapter
14A of the Rules to regulate primary listed issuers.

Secondary listed issuers are exempt from compliance with Chapter 14A and
reliance is placed on the laws and regulations applicable to the issuer in its
jurisdiction of primary listing to regulate connected transactions. We believe that
reliance on overseas regulation of the payments referenced by the Listing Rule is
sufficient and we propose that it should not be a Core Standard.

12.

The articles of association shall restrict the
making of loans to directors and their close
associates and shall import provisions at least
equivalent to the provisions of Hong Kong law
prevailing at the time of the adoption of the
articles of association. #

Appendix 13,
Part B Section 1,
paragraph 5(2)

Chapter 14A

The connected transaction rules under Chapter 14A of the Listing Rules apply to
transactions with the issuer's directors and past directors. Connected
transactions, unless exempted, are subject to independent shareholders’
approval. We therefore propose to repeal the requirement and rely upon Chapter
14A of the Rules to regulate primary listed issuers.

Secondary listed issuers are exempt from compliance with Chapter 14A and
reliance is placed on the laws and regulations applicable to the issuer in its
jurisdiction of primary listing to regulate connected transactions. We believe that
reliance on overseas regulation of the loans referenced by the Listing Rule is
sufficient and we propose that it should not be a Core Standard.

13.

The articles of association shall contain
provisions requiring the directors to declare
their material interests in any contracts with the
issuer at the earliest meeting of the board of
directors of the issuer at which it is practicable
for them to do so either specifically or by way of
a general notice stating that, by reason of facts
specified in the notice, they are to be regarded
as interested in any contracts of a specified
description which may subsequently be made

Appendix 13,
Part B Section 1,
paragraph 5(3)

Rule 13.44

Rule 13.44 requires a director not to vote or be counted in the quorum on a matter
considered at a board meeting if he or his close associate has a material interest
in a board resolution approving any contract or arrangement or any other proposal.

We propose to repeal the requirement and rely upon Rule 13.44.

Secondary listed issuers are exempt from compliance with Rule 13.44. They are
also exempt from compliance with a similar provision in Appendix 3 paragraph
4(1) regarding directors’ votes on contracts in which they have a material interest.
The repeal of this provision in Appendix 13 would be consistent with our approach
on these matters with regards to secondary listed issuers.
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Requirement

Source of
requirement

Overlapping
requirement

Reason for Repeal’

by the issuer. #*

Shareholders and proceedings at general me

etings

14.

The articles of association shall require an
annual general meeting to be held in each year
and shall provide that the audited accounts
shall be sent to members at the same time as
the notice of annual general meeting. #

Appendix 13
Part B, Section
1, paragraph
3(3)

Rule 13.46(1)(a)
and (2)(a),
Appendix 13
Part B,
paragraph 3(1)

We propose the requirements that (a) a general meeting be held each year; and
(b) a notice of an annual general meeting be sent at least 21 days prior to that
meeting are both Core Standards.

Also, Rules 13.46(1)(a) and (2)(a) requires the distribution of annual accounts 21
days before an annual general meeting. Sections 405 and 430 of the HKCO
similarly require the distribution of reporting documents including auditor’s report
at least 21 days before an annual general meeting.

We propose to repeal the requirement to distribute the annual accounts with the
notice of annual general meeting as it is unnecessary given the abovementioned
requirements.

Accounts

15.

A copy of either (i) the directors’ report,
accompanied by the balance sheet (including
every document required by law to be annexed
thereto) and profit and loss account or income
and expenditure account, or (ii) the summary
financial report shall, at least 21 days before the
date of the general meeting, be delivered or
sent by post to the registered address of every
member.

Appendix 3
paragraph 5

Rule

@)

13.46(1),

In 1986, when the provision was first introduced, the Companies Ordinance at that
time did not stipulate that these documents must be dispatched 21 days prior to a
general meeting. Section 430(1) of the HKCO now stipulates this as does Rule
13.46(1) and (2).

We propose to repeal the requirement given the abovementioned requirements.

16.

The bye-laws/ articles of association shall
require the issuer to keep proper books of
account necessary to give a true and fair view
of the issuer’s affairs. #

Appendix 13
Part A, Section
1, paragraph

4(1)/  Appendix
13, Part B,
Section 1,

paragraph 4(1)

Appendix 16(2),
Rules 19.22,
19.24, 19.49 and
19.51

The provision is required by Appendix 16 paragraph 2 and Rules 19.22, 19.24,
19.49 and 19.51. We therefore propose to repeal this requirement and rely upon
these Rules.

17.

The bye-laws/ articles of association shall
provide that accounts shall be laid before

Appendix 13
Part A, Section

Rule 13.46(1)(b)

The provision is required by the HKCO (sections 429 and 431) and by Rules
13.46(1)(b) Note 2 and (2)(b). We therefore propose to repeal this requirement
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Requirement Source of | Overlapping Reason for Repeal’
requirement requirement
members at the annual general meeting which | 1, paragraph | Note 2 and (2)(b) | given the abovementioned requirements.
must be held in each year. # 4(2)/  Appendix
13, Part B
Section 1,
paragraph 4(2)
Rights
18.| Adequate voting rights will, in appropriate | Appendix 3 | N/A This requirement was introduced in 1986. Today, the market practice is that
circumstances, be secured to preference | paragraph 6(1) preference shares usually do not carry voting rights and we are not aware of a
shareholders. concern in this regard. The requirement in this paragraph therefore does not
appear to reflect the market norm.
We therefore propose to repeal the requirement.
Notices
19.| Where power is taken to give notice by | Appendix 3 | N/A The Exchange no longer requires the use of newspapers for making
advertisement such advertisement may be | paragraph 7(1) announcements or providing notices. Also, this provision allows newspapers to
published in the newspapers. be used on a voluntary basis and so an issuer would continue to be able to do so
even if the provision was absent. We therefore propose to repeal the requirement.
20.| An overseas issuer whose primary listing is or | Appendix 3 | Rule13.71 Rule 13.71 requires notice to all shareholders whether or not their registered
is to be on the Exchange shall give notice | paragraph 7(2) address is in Hong Kong.
sufficient to enable members, whose registered We propose to repeal the requirement to remove the inconsistency and instead
addresses are in Hong Kong, to exercise their rel E opn the timinp of noticeg set out in Core Standards and the Rlilles to ensure
rights or comply with the terms of the notice. If ]}; 'pnt ime i ? ided to enable members t rcise their riahts or comol
the overseas issuer's primary listing is on s‘.{[h'?ﬁ i ime 'Sftﬁ)qow te' 0 enable members to exercise eir rights or comply
another stock exchange, the Exchange will Wi € terms of the notice.
normally be satisfied with an undertaking by the Rule 13.71 is subject to a Common Waiver for secondary listings. However, the
issuer to do so and will not normally request the condition for granting waiver is that the issuer is subject to overseas laws or
issuer to change its articles to comply with this regulations that have a similar effect (i.e. that notices are provided to Hong Kong
paragraph where it would be unreasonable to shareholders) and any differences are not material to shareholder protection.
do so. The Exchange therefore has the option not to grant this waiver if it believes
shareholders’ interests will not be sufficiently protected.
21.| There is no prohibition on the giving of notice to | Appendix 3 | Rule13.71 We propose to repeal the requirement and rely upon Rule 13.71, which similarly

members whose registered address is outside

requires an issuer to send notices to all holders of its listed securities whether or
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Requirement Source of | Overlapping Reason for Repeal’
requirement requirement
Hong Kong. paragraph 7(3) not their registered address is in Hong Kong.
Rule 13.71 is subject to a Common Waiver for secondary listings. However, the
condition for granting a waiver is that the issuer is subject to overseas laws or
regulations that have a similar effect (i.e. that notices are provided to Hong Kong
shareholders) and any differences are not material to shareholder protection. The
Exchange therefore has the option not to grant this waiver if it believes
shareholders’ interests will not be sufficiently protected.
Redeemable Shares
22.| Where the issuer has the power to purchase for | Appendix 3 | N/A Protection for redeemable shareholders would be provided by the Code on Share
redemption a redeemable share: paragraph Buy-backs.
(1) purchases not made through the market or 8(1).)
by tender shall be limited to a maximum price;
and
(2) if purchases are by tender, tenders shall be
available to all shareholders alike.
Capital Structure
23.| The structure of the share capital of the issuer | Appendix 3| N/A The following Rules require disclosure of information on the issuer’s capital in
be stated and where such capital consists of | paragraph 9 listing documents (Appendix 1A paragraph 25(2), Appendix 1B, paragraph 17(1),
more than one class of share it must also be Appendix 1E paragraph 25(2), Appendix 1F, paragraph 44). Appendix 2A,
stated how the various classes shall rank for paragraph 3 also states that how the securities rank for dividend or interest must
any distribution by way of dividend or otherwise. appear on the issuer's document of title. We therefore propose to repeal this
requirement.
Non-voting or Restricted Voting Shares
24.| Where the capital of the issuer includes shares | Appendix 3, | Appendix 2, Part | The markers that are required to be included on stock short names with weighted

which do not carry voting rights, the words “non-
voting” must appear in the designation of such
shares.

paragraph 10(1)

B, paragraph
5(2) and Rule
8A.42

voting rights are now set out in Rule 8A.42.

Also, Appendix 2, Part B paragraph 5(2) requires definitive documents of title to
carry the words “non-voting” if applicable. We therefore propose to repeal this
requirement and rely upon these Rules.
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Requirement

Source of
requirement

Overlapping
requirement

Reason for Repeal’

25.| Where the equity capital includes shares with | Appendix 3, | Rule 8A.38 The warnings that are required to be included on the share certificates of issuers
different voting rights, the designation of each | paragraph 10(2) with weighted voting rights are set out in Rule 8A.38. These issuers must give
class of shares, other than those with the most force to the requirement of this Rule by incorporating it into their constitutional
favourable voting right, must include the words document. We therefore propose to rely on this Rule and repeal the requirement.
“restricted voting” or “limited voting”.
Proxies and corporate representatives
26.| Where provision is made in the articles as to the | Appendix 3, | Rule 13.38 In 1986, when this provision was introduced, the Companies Ordinance at that
form of proxy, this must be so worded as not to | paragraph 11(1) time did not contain this provision. HKCO (section 601(2)) now requires a two-
preclude the use of the two-way form. way form (i.e. it allows voting in favour of and against) as does Rule 13.38
(requiring issuers to send notice convening shareholders’ meeting to all persons
entitled to vote at the meeting proxy forms, with provision for two-way voting on all
resolutions intended to be proposed thereat).
We propose to repeal the requirement and rely upon Rule 13.38.
Although secondary listed issuers are exempt from compliance with Rule 13.38,
they are also exempt from compliance with this provision of Appendix 3 paragraph
11(1). Consequently, the proposed repeal of this provision will not change the
current position with regards to secondary listed issuers.
Disclosure of interests
27.| No powers shall be taken to freeze or otherwise | Appendix 3, | N/A HKCO (section 180(3)) requires the written consent of holders representing at
impair any of the rights attaching to any share | paragraph 12 least 75% of the total voting rights of holders of shares in the class to vary the
by reason only that the person or persons who rights of that class.
are interested directly or indirectly therein have . . L . e
. - - This protection from variation to the rights attached to any class of securities is
failed to disclose their interests to the company : -
proposed as a Core Standard. We therefore propose to repeal this requirement
and rely on the Core Standard.
Untraceable members
28.| Where power is taken to cease sending | Appendix 3, | N/A This requirement is not fundamental to shareholder protection and therefore we

dividend warrant by post, if such warrants have
been left uncashed, it will not be exercised until
such warrants have been so left uncashed on
two consecutive occasions. However, such

paragraph 13(1)

propose that it should not be a Core Standard. We propose to repeal this
requirement and believe it should be a matter determined by the company law to
which the issuer is subject.
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Requirement

Source of
requirement

Overlapping
requirement

Reason for Repeal’

power may be exercised after the first occasion

Also references to postal methods and uncashed dividend warrants (i.e. cheques)

on which such a warrant is returned are likely to become increasingly obsolete because of the increasing use of
undelivered. electronic dividend payment methods.

29.| Where power is taken to sell the shares of a | Appendix 3, | N/A This requirement is not fundamental to shareholder protection and therefore we
member who is untraceable it will not be | paragraph 13(2) propose that it should not be a Core Standard. Instead we propose this should be
exercised unless: a matter regulated by the company law to which the issuer is subject.
(a) during a period of 12 years at least three Also, the reference to newspapers in (b) is inconsistent with the Exchange’s
dividends in respect of the shares in question position that newspapers are no longer required to be used to meet disclosure
have become payable and no dividend during requirements under the Rules.
that period has been claimed; and
(b) on expiry of the 12 years the issuers gives
notice of its intention to sell the shares by way
of any advertisement published in the
newspaper and notifies the Exchange of such
intention.
Memorandum and bye-laws/ articles of association

30.| Any alteration in an issuer's constitutional | JPS Key | N/A For a company limited by shares, shareholders can only be liable for any amount
document to increase an existing member's | Shareholder unpaid on the share registered in their names. We therefore believe it is not
liability to the company must be agreed by such | Protection necessary to codify the requirement in the Rules as a Core Standard for all
a member in writing. ## paragraph 39/ issuers.

Rule 19C.07(2)

An overseas issuer should notify the Exchange of any provisions in its
constitutional documents that may be detrimental to the interests of shareholders
as awhole. The Exchange reserves the right to consider an issuer unsuitable for
listing in such cases.

#

#i#

H#iH#

applicable to issuers incorporated in Bermuda and the Cayman Islands only

applicable to issuers incorporated in the Cayman Islands only

applicable to issuers incorporated in Acceptable Jurisdictions and certain Qualifying Issuers only
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Schedule D PROPOSED AMENDMENTS TO
THE LISTING RULES

Chapter 1
GENERAL

INTERPRETATION

1.01  Throughout these Rules, the following terms, except where the context
otherwise requires, have the following meanings:

“Financial the Financial Reporting Council established by section
Reporting Council” 6(1) of the Financial Reporting Council Ordinance

or “FRC”

“Financial the Financial Reporting Council Ordinance (Cap. 588)
Reporting Council as amended from time to time

Ordinance” or

“FRCO”

“10SCO” International Organization of Securities Commissions
“l10SCO MMOU” IOSCO Multilateral Memorandum of Understanding

Concerning Consultation and Cooperation and the
Exchange of Information

ek

“overseas issuer an issuer that is neither a Hong Kong issuer nor a PRC

issuer incorporated—or-otherwise—establishedoutside

Heng-Keng
‘“Mandatory the Mandatory Provisions for Companies Listing
Provisions” Overseas set forth in Zheng Wei Fa (1994) No. 21

issued on 27 August 1994 by the State Council
Securities Policy Committee and the State Commission
for Restructuring the Economic System

“PIE Auditor” has the same meaning as in section 3A of the FRCO,

(a) a reqistered PIE auditor, that is a practice unit
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“PIE_ Engagement”

“place of central
management and

control”

registered under Division 2 of Part 3 of the FRCO;
or

(b) _a recognized PIE auditor, that is an overseas
auditor recognized under Division 3 of Part 3 of the
FRCQO, including a Mainland auditor recognized
under section 20ZT of the FRCO

Note: Under the FRCO, only an issuer incorporated
outside Hong Kong is permitted to appoint a
Recognized PIE Auditor for a PIE Engagement.
A Mainland auditor recognized under section
20ZT of the FRCO can only carry out a PIE
engagement for a PRC issuer.

has the same meaning as an engagement specified in
Part 1 of Schedule 1A of the FRCO, that is any of the
following types of engagement carried out by an auditor
or a reporting accountant:

(a) _an auditors’ report on a PIE’s annual financial
statements required by the Companies Ordinance,
the Listing Rules or any relevant code issued
by the Securities and Futures Commission;

(b) a specified report required to be included in (i) a
listing document for the listing of the shares or
stocks of a corporation seeking to be listed or a
listed corporation; or (ii) a listing document of a
Collective Investment Scheme seeking to be listed
or a listed Collective Investment Scheme; and

(c) an accountants’ report required under the Listing
Rules to be included in a circular issued by a PIE
for a reverse takeover or a very substantial

acquisition

the Exchange will consider the following factors to
determine an overseas issuer’s place of central
management and control:

(a) the location from where the issuer’s senior
management direct, control, and coordinate the
issuer’s activities;

(b) the location of the issuer’s principal books and
records; and

(c) thelocation of the issuer’s business operations or
assets.
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4.03

“Professional the Professional Accountants Ordinance (Cap. 50) as

Accountants amended from time to time

Ordinance” or

“PAO”

“Public Interest has the same meaning as in section 3(1) of the FRCO,
Entity” or “PIE” that is a listed corporation with listed shares or stocks

or a listed Collective Investment Scheme in Hong Kong

Note: A listed corporation with listed debt securities but
no listed shares or stocks is not a PIE.

“Qualifying Exchange”  The New York Stock Exchange LLC, Nasdaqg Stock
Market or the Main Market of the London Stock
Exchange plc (and belonging to the UK Financial
Conduct Authority’s “Premium Listing” segment)

“Recognised Stock the main market of a stock exchange that the Exchange
Exchange” has recognised as one where the standards of

shareholder protection are at least equivalent to those
provided in Hong Kong and that is included on a list of
Recognised Stock Exchanges published on the
Exchange’s website as amended from time to time

Chapter 4

GENERAL

ACCOUNTANTS’ REPORTS AND PRO FORMA FINANCIAL INFORMATION

Reporting Accountants

Reporting
accountants must be independent both of the issuer and of any other

company concerned to the same extent as that required of an auditor under
the Companies Ordinance and in accordance with the requirements on
independence issued by the Hong Kong Institute of Certified Public
Accountants,—previded-that; or the International Federation of Accountants.
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Subiject to rules 4.03(1) and 4.03(2), accountants’ reports must normally be

prepared by certified public accountants who are gualified under the PAO

for appointment as auditors of a company.

(1) Where the preparation of an accountants’ report constitutes a PIE

Engagement under the FRCO, the issuer must normally appoint a firm

of practising accountants that is qualified under the PAO and is a
Registered PIE Auditor under the FRCO. In the case of such a PIE
Engagement that is a reverse takeover or a very substantial acquisition

circular issued by a listed issuer incorporated outside Hong Kong

relating to the acquisition of an overseas company, the Exchange may

be prepared to accept the appointment of an overseas firm of practising

accountants that is not qualified under the PAO but is a Recognized PIE
Auditor of that issuer under the FRCO.

Notes:

1. The preparation of an accountants’ report included in (a) a listing

document for the listing of the shares or stocks of a corporation

seeking to be listed or a listed corporation; or (b) a circular issued

by a PIE for a reverse takeover or a very substantial acquisition are
PIE Engagements under the FRCO.

2. In relation to an application for the recognition of an overseas firm

of practising accountants under the FRCO, on a request made by

an issuer incorporated outside Hong Kong, the Exchange may

provide a statement of no objection to that issuer appointing an

overseas firm of practising accountants to carry out a PIE

Engagement for that issuer under section 20ZF(2)(a) of the FRCO.

Such firm must normally:

(a) have an international name and reputation;

(b) be a member of a recognised body of accountants; and

(c) be subject to independent oversight by a requlatory body of a
jurisdiction that is a full signatory to the IOSCO MMOU. It would
be acceptable if the relevant audit oversight body is not a
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signatory to the IOSCO MMOU but the securities requlator in
the same jurisdiction is a full signatory to the IOSCO MMOU.

That issuer must provide the specific reasons supporting its request

for a statement of no objection, for example:

— such firm has a geographical proximity and familiarity with the

businesses of that issuer or the target;

— that issuer or the target is listed on a Recognised Stock

Exchange, and such firm is the auditor of that issuer or the
target; and

— such firm is the statutory auditor of that issuer or the target.

The Exchange retains a discretion to accept or reject an application

for a statement of no objection, and reserves the right to withdraw

the statement of no objection pursuant to section 20ZF(2)(a) of the
FRCO.

(2)_iln the case of an_extreme transaction or a major transaction circular

issued by a listed issuer in connection with the acquisition of an
overseas company, the Exchange may be prepared to permit the
accountants’ report to be prepared by a firm of practising accountants
whichthat is not se-qualified under the PAO but which is acceptable to
the Exchange. Such a firm must normally: have-an-irternrational-name

(a) have an international name and reputation;

(b) be a member of a recognised body of accountants; and

(c) be subject to independent oversight by a regulatory body of a
jurisdiction that is a full signatory to the IOSCO MMOU. It would
be 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.

Schedule D - 5



4.20

Overseas Issuers

Special-requirements—apply-in-the—case—of-oOverseas issuers and PRC

issuers must comply with the requirementswhich-are set out in Chapters 19,
19A, 19C and 36.

Chapter 8

EQUITY SECURITIES

QUALIFICATIONS FOR LISTING

Preliminary

8.01 This Chapter sets out the basic conditions which have to be met as a pre-

requisite to the listing of equity securities. They apply to every method of
listing and to both new applicants and listed issuers (including listed issuers
that are treated as new applicants under other applicable provisions of the
Exchange Listing Rules) except where otherwise stated.

Further conditions are set out in Chapters 8A, 18, 18A, 19, 19A, 19B and
19C for issuers seeking a listing of equity securities under those chapters.
For a transfer of listing from GEM, the requirements of this Chapter are
applied with modifications as set out in the rules and regulations under
Chapter 9A for that purpose. Issuers are reminded:—

(1) thatthese requirements are not exhaustive and that the Exchange may

impose additional requirements in a particular case; and

(20 the Exchange retains an absolute discretion to accept or reject
applications for listing (including application for transfer of listing from
GEM to the Main Board) and that compliance with the relevant

conditions may not of itself ensure an applicant’s suitability for listing.

Prospective issuers, and in particular new applicants, are therefore
encouraged to contact the Exchange to seek informal and confidential
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guidance as to the eligibility of a proposed issue for listing at the earliest
possible opportunity.

Basic Conditions

8.02 The issuer must be duly incorporated or otherwise established under the
laws of the place where it is incorporated or otherwise established and must
be in conformity with those laws and its memorandum and articles of

association or equivalent documents.

8.02AThe statutory securities regulator of an issuer’s jurisdiction of incorporation

and place of central management and control (if different) must be a full
signatory of the IOSCO MMQU. This is to enable the SFC to seek regulatory
assistance and information from overseas statutory securities requlators to

facilitate the SFC’s investigations and enforcement actions where an

overseas issuer has its records, business operations, assets and

management outside Hong Kong.

8.02BThe Exchange may waive rule 8.02A in an individual case only with the SFC’s

explicit consent having regard to whether there are adequate arrangements

to enable the SFC to access financial and operational information (such as

books and records) on an issuer’s business in the relevant place of

incorporation and place of central management and control for its

investigation and enforcement purposes.

Chapter 8A
EQUITY SECURITIES
WEIGHTED VOTING RIGHTS

INTRODUCTION

CORPORATE GOVERNANCE
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Resolutions Requiring Voting on a One Vote per Share Basis

8A.24  Any weighted voting rights attached to any class of shares in a listed issuer
must be disregarded and must not entitle the beneficiary to more than one
vote per share on any resolution to approve the following matters:

) ...

Note: The purpose of rule 8A.24 is to protect non-WVR shareholders
from resolutions being passed by WVR beneficiaries without their
consent and not to enable non-WVR shareholders to remove or
further constrain weighted voting rights. The weighted voting rights
attached to a class of issued shares may be varied only with the
consent of the holders of that class of shares as stipulated by the
regulations and/or laws to which the issuer is subject. Where the
regulations and/or laws do not require such approval, the
Exchange will require such approval to be included in its
constitutional documents to the extent it is not prohibited under the
laws of its incorporation-{for-issuers-incorporated-in-Bermuda—or
the—Cayman—islands—see—Appendix—13a—paragraph—2{)—and

Chapter 10
EQUITY SECURITIES
RESTRICTIONS ON PURCHASE AND SUBSCRIPTION
Restrictions and Notification Requirements on Issuers Purchasing their own
Shares on a Stock Exchange
10.06 (1) (a)

(6) General
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(c) for the purposes of rules 10.05, 10.06, and 19.16-and-19-43
“shares” shall mean shares of all classes and securities which
carry a right to subscribe or purchase shares, of the issuer
provided that the Exchange may waive the requirements of
those rules in respect of any fixed participation shares which
are, in the opinion of the Exchange, more analogous to debt
securities than equity securities. References to purchases of
shares include purchases by agents or nominees on behalf of
the issuer or subsidiary of the issuer, as the case may be.

Chapter 13
EQUITY SECURITIES

CONTINUING OBLIGATIONS

Purchase of securities

13.31 (1) An issuer shall inform the Exchange as soon as possible after any
purchase, sale, drawing or redemption by the issuer, or any member
of the group, of its listed securities (whether on the Exchange or
otherwise) and the issuer hereby authorises the Exchange to
disseminate such information to such persons and in such manner as
the Exchange may think fit.

(2) A PRC issuer shall not issue any redeemable shares unless the
Exchange is satisfied that the relative rights of the holders of overseas
listed foreign shares are adequately protected.

Notes: 1.  Purchases by the issuer of its own securities (whether on the
Exchange or otherwise) must be notified to the Exchange by
not later than 30 minutes before the earlier of the
commencement of the morning trading session or any pre-
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13.36

(1)

(2)

opening session on the business day following dealing. The
information given should include the number of securities
purchased and the purchase price per security or the highest
and lowest prices paid, where relevant.

2. Issuers may only purchase their own securities on the
Exchange in accordance with the provisions of rule 10.06
(which is, in the case of an overseas issuer, subject to rule
19C. 11 if the issuer’s primary listing is or is to be on another
stock exchange; and in the case of a PRC issuer, amended
by the provisions of Chapter 19A).

Pre-emptive rights

(a) Except in the circumstances mentioned in rule 13.36(2), the

directors of the issuer (other than a PRC issuer, to which the
provisions of rule 19A.38 apply) shall obtain the consent of
shareholders in general meeting prior to allotting, issuing or
granting:—

No such consent as is referred to in rule 13.36(1)(a) shall be

required:—

(@)

for the allotment, issue or grant of such securities pursuant
to an offer made to the shareholders of the issuer which
excludes for that purpose any shareholder that is resident
in a place outside Hong Kong provided the directors of the
issuer consider such  exclusion to be necessary or
expedient on account either of the legal restrictions under the
laws of the relevant place or the requirements of the relevant
regulatory body or stock exchange in that place and, where
appropriate, to holders of other equity securities of the issuer
entitled to be offered them, pro rata (apart from fractional
entitlements) to their existing holdings; or

Schedule D - 10



(b)

if, but only to the extent that, the existing shareholders of the
issuer have by ordinary resolution in general meeting given
a general mandate to the directors of the issuer, either
unconditionally or subject to such terms and conditions as
may be specified in the resolution, to allot or issue such
securities or to grant any offers, agreements or options which
would or might require securities to be issued, allotted or
disposed of, whether during the continuance of such mandate
or thereafter, subject to a restriction that the aggregate
number of securities allotted or agreed to be allotted must
not exceed the aggregate of (i) 20% of the number of issued
shares of the issuer as at the date of the resolution granting
the general mandate (or in the case of a scheme of
arrangement involving an introduction in the circumstances
set out in rule 7.14(3), 20% of the number of issued shares of
an overseas issuer following the implementation of such
scheme) and (ii) the number of 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), provided that the existing
shareholders of the issuer have by a separate ordinary
resolution in general meeting given a general mandate to the
directors of the issuer to add such repurchased securities to
the 20% general mandate.

Notes: 1. Other than where independent shareholders’
approval has been obtained, an issue of
securities to a connected person pursuant to a
general mandate given under rule 13.36(2)(b)
is only permitted in the circumstances set out in
rule 14A.92.

2. [Repealed [[JAnr-everseasissuerdoes-not-have
v with-rule13.36.4f i : i

. , : ! [ ! !
L i , ,
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Voting of directors at board meetings

13.44 Subject-to-the-exceptions-set-out-in-paragraphs{1),{2){4)-and{5)-of Note
1+to-Appendix—3,—aA director of the issuer shall not vote on any board
resolution approving any contract or arrangement or any other proposal in
which he or any of his close associates has a material interest nor shall he
be counted in the quorum present at the meeting_subject to the following

exceptions:

(1) the giving of any security or indemnity either:—

(a) to the director or his close associate(s) in respect of money lent or

obligations incurred or undertaken by him or any of them at the

request of or for the benefit of the issuer or any of its subsidiaries;

or

(b) to a third party in respect of a debt or obligation of the issuer or

any of its subsidiaries for which the director or his close

associate(s) has himself/ themselves assumed responsibility in

whole or in part and whether alone or jointly under a guarantee or

indemnity or by the giving of security;

(2) any proposal concerning an offer of shares or debentures or other

securities of or by the issuer or any other company which the issuer

may promote or be interested in for subscription or purchase where

the director or his close associate(s) is/are or is/are to be interested as

a participant in the underwriting or sub-underwriting of the offer;
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(3) any proposal or arrangement concerning the benefit of employees of

the issuer or its subsidiaries including:—

(a) the adoption, modification or operation of any employees' share

scheme or any share incentive or share option scheme under

which the director or his close associate(s) may benefit; or

(b) the adoption, modification or operation of a pension fund or

retirement, death or disability benefits scheme which relates both

to directors, his close associates and employees of the issuer or

any of its subsidiaries and does not provide in respect of any

director, or his close associate(s), as such any privilege or

advantage not generally accorded to the class of persons to which

such scheme or fund relates; and

(4) any contract or arrangement in which the director or his close

associate(s) is/are interested in the same manner as other holders of

shares or debentures or other securities of the issuer by virtue only of

his/their interest in shares or debentures or other securities of the

issuer.

13.51 An issuer must publish an announcement as soon as practicable in regard
to: —
@

Notes:

2. An issuer shall not at any time permit or cause any
amendment to be made to its memorandum or articles
of assaociation or bye-laws which would cause the
same to cease to comply with the provisions of
Appendix 3-er-Section—1-of Part-A-orPartB-(where
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13.70 An issuer must give its shareholders the opportunity to lodge a notice with it

19.02

19.04

proposing a person for election as a director at a general meeting. The issuer

shall publish an announcement in accordance with rule 2.07C or issue a
supplementary circular upon receipt of a-any such notice from a shareholder

aWaldalalalada aYal ala a alla ala a a a alaWalaYala Where

such notice is received by the issuer after publication of the notice of meeting.
The issuer shall include particulars of the proposed director in the
announcement or supplementary circular. The issuer must give

shareholders at least seven days to consider the relevant information

disclosed in such an announcement or supplementary circular prior to the

date of the meeting of the election.

Note: The issuer must assess whether or not 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.

Chapter 19

EQUITY SECURITIES
PRIMARY LISTINGS OF OVERSEAS ISSUERS

Preliminary

the-second-section-deals-with-secondanylistings-[Repealed [*]]

PRIMARY HSHNGSSCOPE

This Chapter section-sets out the additional requirements, modifications or
exceptions which apply to an overseas issuer whose primary listing is or is to
be on the Exchange. This includes an overseas issuer that already has a

primary listing on another stock exchange or is applying to list simultaneously

on the Exchange and on one or more overseas exchanges (a “dual primary
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listing”).

Qualifications for Listing

19.05 The following additional requirements apply:—

(1)

(6)

the Exchange reserves the right, in its absolute discretion, to refuse a
listing of securities of an overseas issuer if it believes that it is not in

the public interest to list them;:—

(@) itbel hat it it blic| st 4 ;
[Repealed []]

thoseprovided-in-Hong-Kong;[Repealed []]

where an overseas issuer wishes to obtain its primary listing on the

Exchange by way of an introduction in the circumstances set out in
rule 7.14(3):—

(a) it must comply with the following additional requirements:-

(i) provide the Exchange with details of the relevant regulatory
provisions (statutory or otherwise) in its place of
incorporation or other establishment and demonstrate that
the standards of shareholder protection provided by that
jurisdiction are not lower than those pertaining in Hong Kong;
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(b)

(c)

(i) offer for inspection include—in—the—listing—document—a

(iif)

summary of the above-mentioned regulatory provisions in a
form to be decided or agreed upon by the Exchange on a
case by case basis and in the Exchange’s absolute
discretion—provided-that-in-the-case-of an-overseas-issuer
hich_is_i I I , blished_i

risdiction | ¢ which_additional ,

) lix 434 | onlv be included
in the d forod for i ion : X143
(see rule 19.10(5)); and

ith 4 . £ 4 , hick
. | I , blished. | risdiction |
¢ which_additional . ,
Appendix13+-if requested to do so by the Exchange, appoint
an independent financial adviser acceptable to the
Exchange to confirm that the proposals are in the interests
of the holders of the securities of the existing listed company

or companies;
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Listing Documents

19.08 [Repealed [l|Attention-is-particularly-drawn-to:—

19.10 The following modifications and additional requirements apply:—

(2) the listing document must contain a summary of all provisions of the
constitutive documents of the overseas issuer in so far as they may
affect shareholders’ rights and protections and directors’ powers—-{using

Note: An overseas issuer can refer to Section 2 of Appendix 13 Part D The

People’s Republic of China for quidance on the subject headings that
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3)

®)

should be used to provide this summary.

the listing document must contain a summary of the relevant regulatory
provisions (statutory or otherwise) of the jurisdiction in which the
overseas issuer is incorporated or otherwise established in a form to be

agreed upon by the Exchange on a case by case basis and in the

Exchange’s absolute discretion. This—requirementis—modified—inth

for an introduction in the circumstances in rule 7.14(3), the following
modifications, exceptions and additional requirements apply:—

(a) thelisting-documentmust-containthe following must be offered

for inspection and do not need to be set out in the listing

document: -

(i) byt without in any way limiting the scope of the summary
required by rule 19.10(2)}, a comparison between the
provisions of the listed Hong Kong issuer’s existing articles
of association and the proposed content of the constitutive
documents of the overseas issuer (in-the-same-format-as-is

Notes:

1. In such cases the details of the articles of association

or equivalent document required to be set out in the

listing document by paragraph 7 of Part A of Appendix

1 may be limited to a summary of the changes, if any,

between the Hong Kong issuer's articles of association

and the overseas issuer's proposed constitutive

documents, in respect of each of the areas set out in
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19.11

19.12

19.13

that paragraph, provided that the summary also

includes details of any differences or additional

provisions in the proposed new constitutive documents

which confer on directors of the overseas issuer any

special powers, the exercise of which would affect the

rights or interests of the shareholders.

2. An overseas issuer can refer to Section 2 of Appendix
13 Part D (The People’s Republic of China) for
quidance on the format that should be used to provide

this comparison.

(ii) a summary of the provisions of the constitutive documents

of the overseas issuer, which is required by rule 19.10(2);

(iii) a summary of the relevant requlatory provisions (statutory or

otherwise) of the jurisdiction in which the overseas issuer is

incorporated or otherwise established which is required by

rule 19.10(3) together with a copy of all relevant statutes

and/or regulations; and

Accountants’ Reports

An accountants’ report will not normally be regarded as acceptable unless the
relevant accounts have been audited to a standard comparable to that

required-in-Hong-Kengrequired by the Hong Kong Institute of Certified Public
Accountants or by the International Auditing and Assurance Standards Board

of the International Federation of Accountants.

Note: A list of alternative overseas auditing standards that are considered

comparable to the standards set out in this rule, is published on the

Exchange’s website, as amended from time to time.

Accountants’ Rreports are required to conform with_financial reporting

standards acceptable to the Exchange, which will normally be HKFRS or

|IFRStherequirements-as-to-accounting-standards-setoutinrules 41104143,
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19.14 Where the Exchange allows a report to be drawn up otherwise than in

conformity with Henrg—Keng—Finrancial- Reperting—StandardsHKFRS or
InternationalFinancialReporting-Standards|FRS, the report will be required
to conform with aceeuntingfinancial reporting standards acceptable to the
Exchange. In such cases the Exchange will normally require the report to

contain a reconciliation statement of the financial effect of the material
differences (if any) from either ef-the-above accounting-standardsHKFRS
or IFRS.

Note 1: The suitability of an alternative overseas financial reporting

standards depends on whether there is any significant difference

between the overseas financial reporting standards and IFRS, and

whether there is any concrete proposal to converge or

substantially converge the overseas financial reporting standards
with IFRS.

Note 2: A list of alternative overseas financial reporting standards that are
considered comparable to HKFRS or IFRS, is published on the

Exchange’s website, as amended from time to time.

Note 3: An overseas issuer with a dual-primary listing that adopts one of the

alternative standards referred to in Note 2 above for the preparation

of its accountants’ reports must adopt HKFRS or IFRS if it de-lists

from the jurisdiction of that alternative standard.

Continuing Obligations

19.18 Conversely, the Exchange may impose additional requirements in a particular

Annual report-and-accounts-and-auditors’reportAnnual report and accounts
and auditors’ report

19.20 The annual accounts must be audited by a person, firm or company who
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19.21

19.25A

must be a practising accountant of good standing. Such person, firm or
company must also be independent of the overseas issuer to the same
extent as that required of an auditor under the Companies Ordinance and
in accordance with the statementsrequirements on independence issued
by the International Federation of Accountants and, if the overseas issuer’s
primary listing is or is to be on the Exchange, must be either:—

(1) qualified under the Professional-Accountants—OrdinancePAQO for
appointment as an auditor of a company_and a Registered PIE Auditor
under the FRCO; or

(2) a—ﬁFm—ef—aeeewqtants—aeeephable—te—the—Exehange—whreh—has—an

a Recognized PIE Auditor of that issuer under the FRCO.

Note: In relation to an application for the recognition of an overseas firm of
practising _accountants under the FRCO, on a request made by an
overseas issuer, the Exchange may provide a statement of no objection
to that issuer for appointing an overseas firm of practising accountants
to carry out a PIE Engagement for that issuer under section 20ZF(2)(a)
of the FRCO (see note 2 to rule 4.03(1)).

The annual _accounts must be audited to a standard comparable to that
required by the Hong Kong Institute of Certified Public Accountants or by the
International Auditing and Assurance Standards Board of the International
Federation of Accountants.

Note: A list of alternative overseas auditing standards, that are

considered comparable to the standards set out in this rule, is

published on the Exchange’s website, as amended from time to

time.

Annual accounts are required to conform with financial reporting standards

acceptable to the Exchange, which will normally be HKFRS or IFRS. Where

the Exchange allows annual accounts to be drawn up otherwise than in

conformity with HKFRS or IFRS, the annual accounts will be required to

conform with financial reporting standards acceptable to the Exchange. In

such cases the Exchange will normally require the annual accounts to contain

a reconciliation statement of the financial effect of the material differences (if
any) from either HKFRS or IFRS.

Note 1: The suitability of an alternative overseas financial reporting

standards depends on whether there is any significant difference
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Note 2:

between the overseas financial reporting standards and IFRS, and

whether there is any concrete proposal to converge or

substantially converge the overseas financial reporting standards
with IFRS.

A list of alternative overseas financial reporting standards that are

Note 3:

considered comparable to HKFRS or IFRS, is published on the
Exchange’s website, as amended from time to time.

An overseas issuer with a dual-primary listing that adopts one of

the alternative standards referred to in Note 2 above (other than

issuers incorporated in an EU member state which adopted EU-

IFRS) for the preparation of its annual accounts must adopt
HKFRS or IFRS if it de-lists from the jurisdiction of that alternative
standard and must do so for its second full financial year following

the date of its de-listing and thereafter.
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Rules 19.29 to 19.57 repealed [ ]

Basis for Waivers, Modifications and Exceptions

19.58 The Exchange may exercise its power under rule 2.04 to waive, modify or not

require compliance with a Listing Rule for issuers with, or seeking, a dual

primary listing under this chapter, on the basis that the issuer can demonstrate
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19.59

that strict compliance with both the relevant Listing Rule and the regulations

of the overseas exchange would be unduly burdensome or unnecessary.

Common Waivers

The Exchange will consider, under rule 2.04, applications for waivers of the

following rules from overseas issuers with, or seeking, a listing under this

chapter. The Exchange will consider these applications on individual merit

based on all relevant facts and circumstances including compliance with the

prescribed conditions:

(1)

rule 2.07C(4)(a) for dual primary listings, subject to the conditions that:

(2)

(a)

there is a minimal overlap between Hong Kong market hours and

that of the overseas exchange(s) on which the issuer’s securities

are also traded; and

the issuer notifies the Exchange of a pending announcement and

the expected time of release (of both English and Chinese

versions) at least ten minutes before the release.

rule 4.03 for primary and dual primary listings, subject to the conditions

(3)

that:

(a)

the SFC grants a certificate of exemption from strict compliance

with the relevant Companies Ordinance requirements; and

the reporting accountants is a firm that has an international name

and reputation, is a member of a recognised 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.

rule 9.09 for dual primary listings, subject to the conditions that:

(a)

the core connected persons have no influence over the listing

process and are not in possession of non-public inside

information;

the issuer promptly releases any inside information to the public
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in its overseas jurisdiction(s) in accordance with the relevant laws

and requlations;

(c) itis beyond the issuer’s control that the core connected person(s)

conduct dealings in the issuer’s securities on markets outside the

Exchange (e.g. a public investor who may become a substantial

shareholder before the issuer lists on the Exchange); and

(d) the issuer notifies the Exchange of breaches of the dealing

restriction by any of its core connected persons during the

restricted period.

(4) rule 11.06, paragraph 15(2)(c) of Appendix 1A and paragraph 49(2)(c)
of Appendix 1E (as applicable) for dual primary listings, subject to the

conditions that:

(a) the SFC grants a certificate of exemption from strict compliance

with the relevant Companies (Winding Up and Miscellaneous

Provisions) Ordinance requirements;

(b) thelisting document discloses (i) when the final offer price will be

determined and how it will be published; and (ii) the issuer’s

historical share prices, trading liquidity and the determinants of

the final offer price;

(c) investors will be able to access the latest market price of the

issuer’s shares; and

(d) the maximum offer price is disclosed in the listing document and
the application forms.

(5) rule 19.10(6) for dual primary listings, subject to the conditions that the

website addresses of the relevant statutes and regulations applicable to

the issuer are disclosed in the listing document; and these websites are

easily accessible to the public free of charge.

19.60 An overseas issuer may apply for waivers from the requirements of other rules

which the Exchange will consider on a case by case basis, based on the

general principles set out in rule 19.58.
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Additional Exceptions to the Rules for Certain Overseas Issuers with a WVR

structure

19.61 Rules 8A.07 to 8A.36, 8A.43 and 8A.44 do not apply to a Grandfathered
Greater China Issuer or Non-Greater China Issuer (as defined in rule 19C.01)

with a WVR structure (as defined by rule 8A.02) that has, or is seeking, a dual

primary listing on the Exchange under this chapter, on the condition that:

(1) the issuer has a market capitalisation of at least HK$40,000,000,000
at the time of listing; or a market capitalisation of at least
HK$10,000,000,000 at the time of listing and revenue of at least
HK$1,000,000,000 for the most recent audited financial year; and

(2) theissuer has a track record of good regulatory compliance of at least

two full financial years on its Qualifying Exchange of primary listing.

Company Information Sheet

19.62 At the Exchange’s discretion, an overseas issuer with, or seeking, a primary

listing or dual-primary listing must disclose the information required by rule
19C.10C(7) in its listing document and comply with rules 19C.24 and 19C.25
reqgarding the publication of a Company Information Sheet.

Chapter 19A

EQUITY SECURITIES

ISSUERS INCORPORATED
IN THE PEOPLE’S REPUBLIC OF CHINA

19A.02 This Chapter sets out the additional requirements, modifications and
exceptions which apply to PRC issuers seeking or maintaining a primary
listing on the Exchange. Rules 19.01 to 19.2863 (inclusive) do not apply in
the case of such PRC issuers.
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19A.02A The Exchange may exercise its power under rule 2.04 to waive, modify or

not require compliance with a Listing Rule for issuers with, or seeking, a dual

primary listing under this chapter, on the basis that the issuer can

demonstrate that strict compliance with both the relevant Listing Rule and

the requlations of the other exchange of primary listing would be unduly

burdensome or unnecessary.

Chapter 4 — Accountants’ Reports and Pro Forma Financial Information

19A.08

The reporting accountants for a PRC issuer must normally be qualified and
be independent to the same extent as required under rule 4.03 for the
reporting accountants of any other issuer. The Exchange also accepts,
under the mutual recognition agreement, a_ PRC firm of practising

accountants which has been approved by the China Ministry of Finance and
the China Securities Regulatory Commission as being suitable to act as an
auditor or a reporting accountant for a PRC incorporated company listed in
Hong Kong_on the condition that the PRC issuer has adopted CASBE for
the preparation of its annual financial statements. Such a PRC firm of

practising accountants must be independent to the same extent as required

under rule 4.03 for the reporting accountants of any other issuer.

Notes:

1. The mutual recognition agreement means the agreement between the

Mainland of China and Hong Kong in 2009 for mutual recognition of

qualified auditors from either jurisdiction (home jurisdiction) to act as

auditors of corporations incorporated in the home jurisdiction and listed

in the other jurisdiction.

2. Where the preparation of an accountants’ report constitutes a PIE

Engagement under the FRCO, that PRC firm of practising accountants

must also be regulated under the FRCO and a Recognized PIE Auditor
under section 20ZT of the FRCO.

Chapter 10 — Restrictions on Purchase and Subscription
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19A.24 A PRC issuer may purchase its own shares on the Exchange in accordance
with the provisions of this rule and rules 10.05 and 10.06. Although the share
repurchase provisions of rules 10.05 and 10.06 normally apply to a PRC
issuer’s equity securities which are listed on the Exchange and which are or
are proposed to be purchased on the Exchange, when seeking shareholders’
approval to make purchases of such securities on the Exchange or when
reporting such purchases, a PRC issuer should provide information on the
proposed or actual purchases of any or all of its equity securities, whether
or not listed or traded on the Exchange. Therefore, in the case of a PRC
issuer, rule 10.06(6)(c) is amended and restated in its entirety to read as
follows:

(c) for the purposes of rules 10.05, 10.06, 19A.24 and 19A.46, “shares”
shall mean shares of all classes listed on the Exchange and securities
listed on the Exchange which carry a right to subscribe or purchase
shares of the PRC issuer, provided that references to “shares” in rules
10.06(1)(b) and 10.06(4) shall also include shares of all classes listed
on any stock exchange and securities that are listed on any stock
exchange which carry a right to subscribe or purchase shares of such
PRC issuer, and provided further that the Exchange may waive the
requirements of those rules in respect of any fixed participation shares
which are, in the opinion of the Exchange, more analogous to debt
securities than equity securities. References to purchases of shares
include purchases by agents or nominees on behalf of the PRC issuer
or subsidiary of the PRC issuer, as the case may be.

Chapter 13 — Continuing Obligations

19A.29A The reference to “every member” in rule 13.46(2) shall mean and refer to

only reqistered holders of the PRC issuer’s H shares.

Annual report and accounts and auditors’ report
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19A.31

The

annual accounts must be audited by a person, firm or company who

must be a practising accountant of good standing. Such person, firm or

company must also be independent of the PRC issuer to the same extent

as that required of an auditor under the Companies Ordinance and in

accordance with the statementsrequirements on independence issued by

the International Federation of Accountants and, if the PRC issuer’s primary

listing is or is to be on the Exchange, must be:

(1)

(2)

qualified under the Professional-Accountants—OrdinancePAO for
appointment as an auditor of a company and a Registered PIE Auditor
under the FRCO,; or

body-ofaccountantsan overseas firm of practising accountants that is
a Recognized PIE Auditor of that issuer under the FRCO; or

(43)

under the mutual recognition agreement, a_ PRC firm of practising

accountants which has been approved by the China Ministry of
Finance and the China Securities Regulatory Commission as being
suitable to act as an auditor or a reporting accountant for a PRC
incorporated company listed in Hong Kong_and is a Recognized PIE
Auditor under section 20ZT of the FRCO on the condition that the PRC
issuer has adopted CASBE for the preparation of its annual financial

statements.

Notes:

1.

In relation to an application for the recognition of an overseas firm of

practising accountants under the FRCO, on a request made by a PRC

issuer, the Exchange may provide a statement of no objection to that
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issuer for appointing an overseas firm of practising accountants to carry

out a PIE Engagement for that issuer under section 20ZF(2)(a) of the
FRCO (see note 2 to rule 4.03(1)).

2. The mutual recognition agreement referred to in (3) above means the

agreement between the Mainland of China and Hong Kong in 2009 for

mutual recognition of qualified auditors from either jurisdiction (home

jurisdiction) to act as auditors of corporations incorporated in the home

jurisdiction and listed in the other jurisdiction.

Appendix 3 — Articles of Association or equivalent constitutional documents

19A.45 A PRC issuer shall not at any time permit or cause any amendment to be
made to its articles of association which would cause the same to cease to
comply with the provisions of Appendix 3 or Section 1 of Part D of Appendix
13.

19A.46 [Repealed [|Referencesto"shares’inparagraphsHb-and-H2) of Appendix

19A.47 [Repealed]]] j — j g

{3
....... ac: “\Whara nawa en-to-forfe

19A.48

19A.49 [Repealed [[[Raragraphs-6(2 A2 1)yand 112y of Appendix-3,-which—

General
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19A.59 The Exchange will consider, under rule 2.04, applications for waiver of rule

9.09 from PRC issuers with, or seeking, a dual primary listing under this

chapter. The Exchange will consider these applications on individual merit

based on all relevant facts and circumstances, subject to the conditions that:

(1) the core connected persons have no influence over the listing process

and are not in possession of non-public inside information;

(2) the issuer promptly releases any inside information to the public in the

PRC in accordance with the relevant laws and requlations;

(3) it is beyond the issuer’s control that the core connected person(s)

conduct dealings in the issuer’'s securities on markets outside the

Exchange (e.g. a public investor who may become a substantial

shareholder before the issuer lists on the Exchange); and

(4) the issuer notifies the Exchange of breaches of the dealing restriction

by any of its core connected persons during the restricted period.

Chapter 19C
EQUITY SECURITIES

SECONDARY LISTINGS OF-QUALIFYINGISSUERS OVERSEAS ISSUERS

Scope

The Exchange Listing Rules apply as much to overseas issuers with, or seeking, a

secondary listing as they do to other issuers, subject to the additional requirements,

modifications or exceptions set out or referred to in this chapter.

Overseas IssuersQualifyingtssuers are encouraged to contact the Exchange if they

envisage any difficulties in complying fully with the applicable requirements_set out in

Schedule D - 39



this chapter.

Definitions

19C.01 In this Chapter, the following definitions apply:

“centre of gravity in Greater China” The following are some of the non-exhaustive

“Foreign Private Issuer”

factors that the Exchange will consider in

determining whether an overseas issuer has

its centre of gravity in Greater China:

(a) whether the issuer has a listing in

Greater China;

(b) where the issuer is incorporated;

(c) the issuer’s history;

(d) where the issuer is

headquartered;

(e) the issuer's place of central

management and control;

(f) the location of the issuer’s main

business operations and

assets;

(@) the location of the issuer’s

corporate and tax reqistration;

and

(h) the nationality or country of

residence of the issuer’s

management and controlling

shareholder.

as defined under Rule 405 of Regulation C
of the U.S. Securities Act of 1933, as
amended from time-to-time, and Rule 3b-4
of the U.S. Securities Exchange Act of 1934,

as amended from time-to-time
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“Grandfathered Greater China Issuer” a Greater China Issuer primary listed on a

“Greater China Issuer”

Qualifying Exchange on or before 15
December 2017

a Qualifying Issuer with its centre of gravity
in Greater China

hat the Exct ” e
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“Non-Grandfathered Greater
China Issuer”

“Non-Greater China Issuer”

“place-of centralmanagement—

1] H H i

“Qualifying Issuer”

“WVR structure”

a Greater China Issuer that was
primary listed on a Qualifying
Exchange after 15 December 2017

a Qualifying Issuer that is not a Greater
China Issuer

] “ ”

An overseas issuer primary listed on a

Qualifying Exchange

has the meaning given to it in rule 8A.02
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Basic Conditions

19C.02 AQualifyingtssuerAn overseas issuer seeking a secondary listing under this
chapter must demonstrate to the Exchange that it is both eligible and suitable

for listing.

19C.02A The following additional requirements apply:—

)

the Exchange reserves the right, in its absolute discretion, to refuse a

listing of securities of an overseas issuer if:

(a) it believes that it is not in the public interest to list them.

(b) it is not satisfied that the overseas issuer’s primary listing is or is to

be on an exchange where the standards of shareholder protection

are at least equivalent to those provided in Hong Kong.

(c) the overseas issuer has received waivers from or is exempt from rules,

requlations or leqgislation that result in it being subject to requlatory

requirements that are materially less stringent than those that

generally apply to entities of its nature listed on its primary market.

an overseas issuer must comply with rule 19.05(2) on the appointment

and maintenance of a person authorised to accept service of process and

notices on its behalf in Hong Kong.

listing on the overseas issuer's primary exchange must have been

granted before listing on the Exchange can be granted.

an_overseas issuer must comply with the securities registration
requirements of rules 19.05(3), 19.05(4) and 19.05(5).

the Exchange retains the discretion to reject an application for secondary

listing if, in the opinion of the Exchange, it constitutes an attempt to avoid

rules that apply to primary listing.

Note: For the purpose of rule 19C.02A(5), the Exchange may apply the

test set out in rule 14.06B to determine whether, in the opinion of

the Exchange, a transaction and/or arrangement or series of

transactions and/or arrangements an applicant for secondary
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19C.03

19C.04

19C.05

listing conducted on its primary exchange constituted a reverse

takeover. If a material part of the applicant’s business is listed on

its primary exchange by way of a reverse takeover, the Exchange

will normally consider its application for secondary listing on the

Exchange to be an attempt to avoid rules that apply to primary
listing.

Weighted Voting Rights

Rules 8A.04 to 8A.06 do not apply to a Qualifying Issuer with a WVR structure

seeking a secondary listing under this chapter and rules 8A.07 to 8A.36,

8A.43 and 8A.44 do not apply to a Non-Greater China Issuer or a

Grandfathered Greater China Issuer with a WVR structure seeking a

secondary listing under this chapter.

Qualifications for Secondary Listing

An overseas issuer with a WVR structure Qualifyying-lssuer must have a track
record of good regulatory compliance of at least two full financial years on a

Qualifying Exchange.

An overseas issuer withNen-Greater China-lssuer-without a WVR structure

must satisfy

one of the following criteria:

(1) a market capitalisation of at least HK$40,000,000,000 at the time of
listing; or

(2) a market capitalisation of at least HK$10,000,000,000 at the time of
listing and revenue of at least HK$1,000,000,000 for the most recent
audited financial year.

19C.05A An overseas issuer without a WVR structure must satisfy either paragraphs

(1) and (2) (“Criteria A”) or paragraphs (3) and (4) (“Criteria B”) below:

Criteria A
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(1) Atrack record of good regulatory compliance of at least five full financial

years on a Qualifying Exchange (for any overseas issuer without a WVR

structure) or on any Recognised Stock Exchange (only for overseas

issuers without a WVR structure and without a centre of gravity in Greater

China); and

Note:Applications for secondary listing from issuers with a centre

of gravity in Greater China and without a WVR structure that are

primary listed on a Recognised Stock Exchange other than a

Qualifying Exchange will be considered only in exceptional

circumstances on the basis of the issuer’s individual

circumstances and the merits of the case.

(2) a market capitalisation of at least HK$3,000,000,000 at the time of
listing.

Criteria B

(3) A track record of good requlatory compliance of at least two full financial

years on a Qualifying Exchange; and

(4) a market capitalisation of at least HK$10,000,000,000 at the time of
listing.

Note: A waiver of the listing track record criteria of paragraphs (1) and (3)

above may be granted if the applicant seeking a secondary listing is well-

established and has a market capitalisation at listing that is significantly
larger than HK$10,000,000,000.

ol lards of Sharehold :
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Directors

19C.09A Rule 3.16 is modified to require that, if an issuer does not have a board of

directors, all members of the issuer’s equivalent governing body must accept

full responsibility, collectively and individually, for the listed issuer’s

compliance with the Exchange Listing Rules. If the issuer’s board of directors

or equivalent governing body is not empowered to take collective

responsibility, this responsibility must be accepted by all the individuals

empowered to do so.

Note: The governing body of an overseas issuer, in accordance with the laws

and requlations of its jurisdiction of incorporation, may have a form other
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than that of a board of directors. In these circumstances, this rule aims

to ensure that individual and collective responsibility by relevant

persons continues to be taken for compliance with the Exchange Listing

Rules.

Application Procedures and Requirements

19C.09B The following modifications apply:—

(1) for rules 9.09, 9.11(3a), 9.11(3b), 9.11(17b), 9.11(28), 9.11(38) and
9.20(1) the references to “directors” should be read as references to

members of the overseas issuer’s governing body;

(2) the one signed copy of the listing document lodged with the Exchange

pursuant to rule 9.11(29)(a) may be signed by two members of the

overseas issuer’s governing body or by their agents authorised in

writing rather than by or on behalf of every director or proposed

director; and

(3) the declaration and undertaking to be lodged under rule 9.11(38) may

require adjustment by virtue of the laws to which the overseas issuer
is subject.

Listing Documents

19C.10 An overseas issuerQualifyinglssuer must prominently disclose in its listing
documents any provisions in its constitutional documents concerning the

issuer's governance that are unusual compared with normal practices in
Hong Kong and are specific to the issuer rather than a consequence of the
laws and regulations to which the issuer is subject. An_overseas
issuerQualifying-tssaer must also prominently disclose in its listing documents
how such provisions affect its members’ rights.

Note: Examples of such provisions include, but are not limited to, “poison
pill” arrangements and provisions setting restrictions on the quorum for
board meetings.

19C.10B Overseas issuers that wish to omit any of the information prescribed for listing

documents should consult the Exchange at the earliest possible opportunity.

The Exchange may be prepared to permit the omission of information from a

listing document with reqard to the principles set out in rule 19C.11A.
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19C.10C The following modifications and additional requirements apply:—

@

where items of information specified in Parts A and B of Appendix 1 are

inappropriate or not fully applicable, the item should be adapted so that

equivalent information is given;

if the overseas issuer does not have a board of directors, the statement

of responsibility required under paragraph 2 of Parts A and B of Appendix

1 must be made by all the members of the overseas issuer’s equivalent

governing body and the listing document should be modified appropriately.

If the issuer’s board of directors or equivalent governing body is not

empowered to take collective responsibility, the responsibility statement

must be signed by all the individuals empowered to do so. The statement

of responsibility must be modified according to the appropriate

circumstances;

the documents to be offered for inspection will be the documents

corresponding to those mentioned in paragraph 53 of Part A and

paragraph 43 of Part B of Appendix 1. Unless otherwise provided by the

Companies (Winding Up and Miscellaneous Provisions) Ordinance,

where any of such documents are not in the English language, certified

English translations thereof must be available for inspection. In particular

cases, the Exchange may require additional documents to be offered for

inspection. In lieu of offering these documents for inspection, an overseas

issuer can instead disclose the website addresses of the relevant statues

and requlations in the listing document on condition that the websites are

easily accessible to the public free of charge;

overseas issuers that are subject to public reporting and filing obligations

in their jurisdictions of incorporation or other establishment (or primary

listing, if different) may be permitted to incorporate in listing documents

relevant documents so published. Such documents must be in English,

or accompanied by a certified English translation;

Note: An example is where overseas issuers subject to Securities and

Exchange Commission filing requirements in the United States of

America may be able to utilise such documents.

the listing document need not be accompanied by a Chinese translation,

unless required to do so by section 342(1) of the Companies (Winding Up

and Miscellaneous Provisions) Ordinance.; and
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(6) for the purposes of rule 2.11, the overseas issuer must appoint at least

one authorised representative who need not be a director or secretary but

must be a person acceptable to the Exchange. The authorised

representative may also be the person authorised to accept service that

is required to be appointed under the provisions of rule 19C.02A(2). The

authorised representative should act as the principal channel of

communication between the overseas issuer and the Exchange; and

(7) An overseas issuer must clearly disclose in its listing document:

(a) a summary of the waivers and exemptions that it has been granted;

(b) a summary of the provisions in the laws and requlations in its home

jurisdiction and primary market that are different to those required by

Hong Kong law regarding:

(i) the rights of its holders of its securities and how they can
exercise their rights;

(ii) directors’ powers and investor protection; and

(iii) the circumstances under which its minority shareholders may be
bought out or may be required to be bought out after a
successful takeover or share repurchase;

(c) details of withholding tax on distributable entitiements or any other

tax that is payable (e.q. capital gains tax, inheritance or gift taxes)

and whether Hong Kong investors have any tax reporting obligations;

and

(d) where an issuer is listing depositary receipts, a summary of the terms

and conditions in the depositary agreement and deed poll.

(8) An overseas issuer that is a Foreign Private Issuer must prominently

disclose in all its listing documents the exemptions from US obligations

that it enjoys because of its status as a Foreign Private Issuer and that,

for this reason, investors should exercise care when investing in the listed

shares of the issuer.

Accountants’ Reports

19C.10D An accountants’ report will not normally be regarded as acceptable unless the

relevant accounts have been audited to a standard required by the Hong Kong
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19C.10E

Institute of Certified Public Accountants or by the International Auditing and

Assurance Standards Board of the International Federation of Accountants.

Note: A list of alternative overseas auditing standards, that are considered

comparable to the standards set out in this rule, is published on the

Exchange’s website, as amended from time to time

Accountants’ reports are required to conform with financial reporting

19C.10F

standards acceptable to the Exchange which will normally be HKFRS or IFRS.

Where the Exchange allows a report to be drawn up otherwise than in

conformity with HKFRS or IFRS, the Exchange may, having regard to the

exchange on which the overseas issuer has its primary listing, require the

report to contain a reconciliation statement of the financial effect of the

material differences (if any) from either HKFRS or IFRS.

Note 1:  The suitability of alternative overseas financial reporting standards

depends on whether there is any significant difference between the

overseas financial reporting standards and IFRS, and whether

there is any concrete proposal to converge or substantially

converqge the overseas financial reporting standards with IFRS.

Note 2: A list of alternative overseas financial reporting standards, that are
considered comparable to HKFRS or IFRS, is published on the
Exchange’s website, as amended from time to time.

Note 3: An overseas issuer that adopts any alternative standards referred

to in Note 2 above for the preparation of its accountants’ reports

must adopt HKFRS or IFRS if it is no longer listed on the overseas
Exchange.

As indicated in rules 4.14 to 4.16, where the figures in the report differ from

19C. 11

those in the audited annual accounts, a statement of adjustments must be

submitted to the Exchange enabling the figures to be reconciled.

Exceptions to the Rules for-AH-Qualifyingissuers

The following rules do not apply to a-Qualifying-tssueran overseas issuer that
has, or is seeking, a secondary listing on the Exchange: 3.17; 3.21 to 3.23;
3.25 to 3.27; 3.28; 3.29; 4.06; 4.07; Chapter 7;_8.08 (prescribed percentage
of public float only); 8.09(4) (exception limited to issues outside the

Exchange’s markets); 8.18 (exception limited to issues outside the
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Exchange’s markets); 9.11(10)(b); 10.05; 10.06(2)(a) to (c); 10.06(2)(e);
10.06(4); 10.06(5); 10.07(1); 10.07(2) to (4); 10.08; 13.11 to 13.22; 13.23(1);
13.23(2); 13.25A; 13.27; 13.28; 13.29; 13.31(1);_13:35; 13.36; 13.37; 13.38;
13.39(1) to (5); 13.39(6) to (7) (exception limited to circumstances other than
where a spin-off proposal requires approval by shareholders of the parent);
13.40 to 13.42; 13.44 to 13.45; 13.47; 13.48(2); 13.49; 13.51(1); 13.51(2)
(each new director or member of the Qualifying-lssuer'soverseas issuer's
governing body must sign and lodge with the Exchange, as soon as

practicable, a declaration and undertaking in the form set out in Form B of
Appendix 5); 13.51B; 13.51C; 13.52(1)(b) to (d); 13.52(1)(e)(i) to (ii);
13.52(1)(e)(iv) (exception limited to issues outside the Exchange’s markets);
13.52(2); 13.67; 13:68; 13.74; 13.80 to 13.87 (exception limited to
circumstances other than where a spin-off proposal requires approval by
shareholders of the parent); 13.88; 13.89; 13.91; Chapter 14; Chapter 14A;
Chapter 15 (exception limited to issues outside the Exchange’s markets);
Chapter 16 (exception limited to issues outside the Exchange’s markets);
Chapter 17; 49:57; Practice Note 4 (exception limited to issues outside the
Exchange’s markets); Practice Note 15 paragraphs 1 to 3(b) and 3(d) to 5
(exception limited to circumstances where the spun-off assets or businesses
are not to be listed on the Exchange’s markets and the approval of
shareholders of the parent is not required); Appendix-3-paragraphs4-2(H:-3;

- g g 5.6 - —8. 9O —11- —Appendix 10;
Appendix 14; Appendix15; Appendix 16; Appendix 21 (exception does not
apply in circumstances where a spin-off proposal requires approval by

shareholders of the parent); Appendix 22 (exception does not apply in
circumstances where a spin-off proposal requires approval by shareholders
of the parent) and Appendix 27.

Basis for Waivers, Modifications and Exceptions

19C.11AThe Exchange may exercise its power under rule 2.04 to waive, modify or

not require compliance with the Exchange Listing Rules, in individual cases,

for overseas issuers with, or seeking a secondary listing under this chapter,

on the basis that:

(1) the issuer is primary listed on a Recognised Stock Exchange and so

reliance can be placed upon: (a) the standards of shareholder

protection of the regulatory regime to which overseas issuers listed on
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®3)

(4)

that exchange are subject; and (b) the enforcement of those standards

by the requlatory authorities of that regime;

requlatory co-operation arrangements are in place with the SFC as

required by rule 8.01A;

the majority of trading in the issuer’s listed shares does not take place

on the Exchange on a permanent basis; and

Note: See note 1 to rule 19C.13 for when the Exchange will reqard the

majority of trading in _an overseas issuer’s listed shares as

having migrated to the Exchange’s markets on a permanent

basis.

strict compliance with the Exchange Listing Rules would be unduly

burdensome.

Common Waivers

19C.11B The Exchange will consider, under rule 2.04, applications for waivers of the

following rules from overseas issuers with, or seeking, a listing under this

chapter. The Exchange will consider these applications on individual merit

based on all relevant facts and circumstances including compliance with the

prescribed conditions:

1

rule 2.07C(4)(a), subject to the conditions that:

(2)

(a) there is a minimal overlap between Hong Kong market hours and

that of the overseas exchange(s) on which the issuer’s securities

are also traded; and

(b) the issuer notifies the Exchange of a pending announcement and

the expected time of release (of both English and Chinese

versions) at least ten minutes before the release.

rule 9.09, subject to the conditions that:

(a) the core connected person(s) have no influence over the listing

process and are not in possession of hon-public inside

information;
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(3)

(b)

the issuer promptly releases any inside information to the public

(c)

in its overseas jurisdiction(s) in accordance with the relevant laws

and requlations;

it is beyond the issuer’s control that the core connected person(s)

(d)

conduct dealings in the issuer’s securities on markets outside the

Exchange (e.qg. a public investor who may become a substantial

shareholder before the issuer lists on the Exchange); and

the issuer notifies the Exchange of breaches of the dealing

restriction by any of its core connected persons during the

restricted period.

rule 11.06, paragraph 15(2)(c) of Appendix 1A and paragraph 49(2)(c)

(4)

of Appendix 1E (where applicable), subject to the conditions that:

(a)

the SFC grants a certificate of exemption from strict compliance

(b)

with the relevant Companies (Winding Up and Miscellaneous

Provisions) Ordinance requirements;

the listing document discloses (i) when the final offer price will be

(c)

determined and how it will be published; and (ii) the issuer’s

historical share prices, trading liquidity and the determinants of

the final offer price;

investors will be able to access the latest market price of the

(d)

issuer’s shares; and

the maximum offer price is disclosed in the listing document and

the application forms.

rule 13.25B, subiject to the issuer meeting one of the following three

(5)

conditions:

(a)

it has received a relevant partial exemption from Part XV of the

(b)

SFO;

it publishes a “next day disclosure” in strict compliance with rule

(c)

13.25A:; or

it is subject to overseas laws or a requlations that have a similar

effect to Rule 13.25B and any differences are not material to

shareholder protection.

rule 13.55(1), subject to the condition that the issuer is subject to

overseas laws and regulations that have a similar effect (i.e. that
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circulars are provided to Hong Kong shareholders) and any

differences are not material to shareholder protection.

(6) rules 13.71 to 13.73, subject to the condition that the issuer is subject

to overseas laws and requlations that have a similar effect (i.e. that

notices are provided to Hong Kong shareholders) and any differences

are not material to shareholder protection in Hong Kong.

(7)  Practice Note 5, paragraphs 41(4) and 45 of Appendix 1A and
paragraphs 34 and 38 of Appendix 1B, and paragraphs 41(4) and 45

of Appendix 1E and paragraphs 30 and 34 of Appendix 1F (where

applicable), on conditions that:

(a) the SFC grants a certificate of exemption from strict compliance
with Part XV of the SFO;

(b) the issuer undertakes to file with the Exchange, as soon as

practicable, any declaration of shareholding and securities

transactions made to the overseas stock exchange by the

directors, executive officers or substantial shareholders under

relevant laws;

(c) the following is disclosed in present and future listing documents:

(i) in the same manner as required under the SFO, any such

interests that were notified and published by the overseas

exchange under the relevant law; and

(ii) the relationship between its directors, officers, members of

committees and their relationship to any controlling

shareholder.

19C.11C An overseas issuer may apply for waivers from the requirements of other

rules that the Exchange will consider in individual cases, based on the

general principles set out in rule 19C.11A.

19C.12 [Repealed []J[R
: King. tary list the Exchange
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Migration of the ButkMajority of Trading to the Exchange’s Markets

19C.13 If the majority of trading in a-GreaterChinalssuer's-an overseas issuer’s listed
shares migrates to the Exchange’s markets on a permanent basis, the

Exchange will regard the issuer as having a dual-primary listing and

consequently the-exceptions-setoutin-rules 19C.11, 19C.11A, 19C.11B and
19C.11C (as applicable) will no longer apply to the issuer.

Note 1:

Note 2:

Note 3:

Note 4:

The Exchange will regard the majority of trading in a-Greater-Ghina
fssuerssan overseas issuer’s listed shares to have migrated to the

Exchange’s markets on a permanent basis if 55% or more of the total
worldwide trading volume, by dollar value, of those shares (including
the volume of trading in depositary receipts issued on those shares)
over the issuer’s most recent financial year, takes place on the
Exchange’s markets.

A-Greater-China—lssuerAn_overseas issuer to which rule 19C.13
applies will have a grace period of 12 months within which to comply

with the applicable Exchange Listing Rules. This grace period will
end at midnight on the first anniversary of the date of the Exchange’s
written notice of its decision that the majority of trading in listed
shares has migrated permanently to the Exchange’s markets.

Any continuing transaction of a—Greater-Ghina—ssueran overseas
issuer in place as at the date of the Exchange notice referred to in
Note 2 will continue to be exempted from the applicable rules set out
in 19C. 11 for a period of three years from the date of the Exchange
notice referred to in Note 2. However if such transaction is
subsequently amended or renewed before the expiry of the three
year period, the Greater-China-lssueroverseas issuer must comply

with the relevant requirements under the rules at such time.

The Exchange may apply all disciplinary measures at its disposal,
including a delisting of the issuer’s listed shares, if a-Greater-China
fssuer an overseas issuer fails to comply with the requirements of

rule 19C. 13 within the grace period allowed.

De-listing

19C.13A If an overseas issuer’s shares or depository receipts issued on its shares
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(as the case may be) cease to be listed on the Recognised Stock Exchange

on which it is primary listed, the Exchange will regard the issuer as having

a primary listing in Hong Kong and consequently rules 19C.11, 19C.11A,

19C.11B and 19C.11C (as applicable) will no longer apply to the issuer.

19C.15

issuer—{Repealed []]

Annual report and accounts and auditors’ report

The following modifications and additional requirements apply to Appendix 16

19C.16

insofar as an issuer is an overseas issuer. To the extent such modifications

and additional requirements conflict with the provisions of Appendix 16, the

following provisions shall apply.

The annual accounts must be audited by a person, firm or company who must

be a practising accountant of good standing. Such person, firm or company

must also be independent of the overseas issuer to the same extent as that

required of an auditor under the Companies Ordinance and in accordance

with the requirements on independence issued by the International

Federation of Accountants and must be either:—

(1) qualified under the PAO for appointment as an auditor of a company
and a Registered PIE Auditor under the FRCO; or

(2) an overseas firm of practising accountants that is a Recognized PIE
Auditor of that issuer under the FRCO.

Note: In relation to an application for the recognition of an overseas firm of

practising accountants under the FRCO, on a request made by an

overseas issuer, the Exchange may provide a statement of no

objection to that issuer for appointing an overseas firm of practising

accountants to carry out a PIE Engagement for that issuer under
section 20ZF(2)(a) of the FRCO (see note 2 to rule 4.03(1)).

19C.17 The annual accounts must be audited to a standard comparable to that
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19C.18

required by the Hong Kong Institute of Certified Public Accountants or by the

International Auditing and Assurance Standards Board of the International

Federation of Accountants.

Note: A list of alternative overseas auditing standards, that are comparable

to the standards set out in this rule, is published on the Exchange’s

website, as amended from time to time.

The report of the auditors must be annexed to all copies of the annual

19C.19

accounts and indicate whether in the opinion of the auditors the accounts give

a true and fair view:—

(1) in the case of the overseas issuer’s balance sheet, of the state of its affairs

at the end of the financial year and in the case of the overseas issuer’s

profit and loss account, of the profit or loss and cash flows for the financial
year; and

(2) in the case where consolidated accounts are prepared, of the state of

affairs and profit or loss of the overseas issuer and cash flows of the group.

The report of the auditors must indicate the act, ordinance or other legislation

19C.20

in accordance with which the annual accounts have been drawn up and the

authority or body whose auditing standards have been applied.

If the overseas issuer is not required to draw up its accounts so as to give a

19C.21

true and fair view but is required to draw them up to an equivalent standard,

the Exchange may allow its accounts to be drawn up to that standard.

Reference must, however, be made to the Exchange. If an overseas issuer is

in doubt as to what more detailed and/or additional information should be

provided, it should contact the Exchange for guidance.

An auditors’ report which conforms to the requirements of the International

19C.22

Standards on Auditing issued by the International Auditing and Assurance

Standards Board of the International Federation of Accountants is acceptable.

An auditors’ report in a different form may be applicable in the case of banking

19C.23

and insurance companies. The wording of such an auditors’ report should

make it clear whether or not profits have been stated before transfers to or

from undisclosed reserves.

The annual accounts will normally be required to conform with financial

reporting standards acceptable to the Exchange, which will normally be
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HKFRS or IFRS. Where the Exchange allows annual accounts to be drawn

up otherwise than in conformity with HKFRS or IFRS, the annual accounts will

be required to conform with financial reporting standards acceptable to the

Exchange. In such cases the Exchange will normally require the annual

accounts to contain a reconciliation statement of the financial effect of the

material differences (if any) from either HKFRS or IFRS.

Note 1: The suitability of alternative overseas financial reporting standards

depends on whether there is any significant difference between

the overseas financial reporting standards and IFRS, and whether

there is any concrete proposal to converge or substantially

converqge the overseas financial reporting standards with IFRS.

Note 2: A list of alternative overseas financial reporting standards, that are

considered comparable to HKFRS or IFRS, is published on the

Exchange’s website, as amended from time to time.

Note 3: An overseas issuer with a secondary listing that adopts any

alternative standards referred to in Note 2 above (other than

issuers incorporated in an EU member state which adopted EU-

IFRS) for the preparation of its annual accounts must adopt
HKFRS or IFRS if it de-lists from the jurisdiction of that alternative
standard and must do so for any financial statements that fall due

under the Exchange Listing Rules, and are published, after the first

anniversary of the date of its de-listing.

Company Information Sheet

19C.24 An overseas issuer with, or seeking, a secondary listing must disclose the

information required by rule 19C.10C(7) separately as a Company

Information Sheet for publication on the Exchange’s website.

Note: The purpose of the Company Information Sheet is to enable

investors to easily locate information on the differences between the

overseas requirements to which an issuer is subject and Hong Kong

requirements.

19C.25 An overseas issuer that is required to publish a Company Information Sheet

must update it from time to time to reflect any material change to the
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information disclosed within it as soon as practicable after such a change

OCCuUrs.

General

19C.26 Rules 19.27 and 19.28 also apply to an overseas issuer with, or seeking, a

secondary listing under this chapter.

Appendix 3

Core Shareholder Protection Standards

An issuer must demonstrate how the domestic laws, rules and regulations to which

it is subject and its constitutional documents, in combination, provide the

shareholder protection standards set out in this appendix. For this purpose, the

Exchange may require the issuer to amend its constitutional documents to provide

them. An issuer must further monitor its on-going compliance with these standards

and notify the Exchange if it becomes unable to comply with any of these after listing.

isi i - This appendix does not apply to an

issuer which has only debt securities listed.

An issuer must notify the Exchange of any laws or requlations to which it is subject

or provisions in its constitutional documents, with regards to matters not covered by

these standards or the Exchange Listing Rules, that may be materially detrimental

to the interests of shareholders as a whole and the Exchange reserves the right to

consider an issuer as unsuitable for listing in such cases.
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As regards Directors

1.(21) That any person appointed by the directors to fill a casual vacancy on or as

an addition to the board shall hold office only until the next following annual
general meeting of the issuer, and shall then be eligible for re-election.
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Note: In respect of Grandfathered Greater China Issuers and Non-Greater

China Issuers that are permitted to have a WVR structure that does not

comply with Chapter 8A of these Exchange Listing Rules, the Exchange will

consider the applicability of this requirement on a case-by-case basis based

on the circumstances of each individual case.

(32) That where not otherwise provided by law, the-issuermembers in general
meeting shall have the power by ordinary resolution to remove any director
(including a managing or other executive director, but without prejudice to
any claim for damages under any contract) before the expiration of his period
of office.

Note: In respect of Grandfathered Greater China Issuers and Non-Greater

China Issuers that are permitted to have a WVR structure that does not

comply with Chapter 8A of these Exchange Listing Rules, the Exchange will

consider the applicability of this requirement on a case-by-case basis based

on the circumstances of each individual case.
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As-regards-voting As regards Proceedings at General Meetings

442.(1) That an issuer must hold a general meeting for each financial year as its

(3)

annual general meeting.

Note: Generally, an issuer must hold its annual general meeting within

six months after the end of its financial year.

That an issuer must give its members reasonable written notice of its general

meetings.

Note: “Reasonable written notice” normally means at least 21 days for

an annual general meeting and at least 14 days for other general

meetings. This is unless it can be demonstrated that reasonable

written notice can be given in less time.

That members must have the right to (a) speak at a general meeting; and (b)

vote at a general meeting except where a member is required, by these

Exchange Listing Rules, to abstain from voting to approve the matter under

consideration.

Notes 1. An example of such a circumstance is where a member has

a material interest in the transaction or arrangement being

voted upon.

2. If an issuer is subject to a foreign law or requlation that

prevents the restriction of a member’s right to speak and/or

vote at general meetings, the issuer can enter into an
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undertaking with the Exchange to put in place measures that

achieve the same outcome as the restriction under this

paragraph (e.q. any votes cast by or on behalf of a member

in_contravention of the rule restriction must not be counted

towards the resolution).

(4) That, where any shareholder is, under these Exchange Listing Rules,

required to abstain from voting on any particular resolution or restricted to

voting only for or only against any particular resolution, any votes cast by or

on behalf of such shareholder in contravention of such requirement or

restriction shall not be counted.

(5) That members holding a minority stake in the total number of issued shares

must be able to convene an extraordinary general meeting and add

resolutions to a meeting agenda. The minimum stake required to do so must

not be higher than 10% of the voting rights, on a one vote per share basis,

in the share capital of the issuer.

As regards Variation of Rights

3. That a super-maijority vote of the issuer's members of the class to which the rights

are attached shall be required to approve a change to those rights.

Notes

1.

A “super-majority vote” means at least three-fourths of the

voling rights of the members holding shares in that class

present _and voting in person or by proxy at a separate

general meeting of members of the class where the quorum

for such meeting shall be holders of at least one third of the

issued shares of the class. This is unless it can be

demonstrated that shareholder protection will _not be

compromised by a lower voting threshold (e.q. simple

majority votes in favour of the relevant resolutions with a

higher quorum requirement) and in such case a “super-

majority vote” is deemed to be achieved.

For PRC issuers, the Exchange will consider a resolution

passed by members representing at least two-thirds of the

voling rights of the members who are present at the classified
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members’ meeting and have voting rights to amend class

rights as satisfying the threshold of a “super-majority”.

As regards amendment of constitutional documents

That a super-majority vote of the issuer’'s members in a general meeting shall be

required to approve changes to an issuer’s constitutional documents, however

framed.

Notes 1. A “super-majority vote” means at least three-fourths of the

total voting rights of the members present and voting in

person or by proxy at the general meeting. This is unless it

can be demonstrated that shareholder protection will not be

compromised by a lower voting threshold (e.q. simple

majority votes in favour of the relevant resolutions with a

higher quorum requirement) and in such case a “super-

majority vote” is deemed to be achieved.

2. For PRC issuers, the Exchange will consider a resolution

passed by members representing at least two-thirds of the

total voting rights of the members present and voting in

person or by proxy at the meeting as satisfying the threshold

of a “super-majority”.

As regards appointment of auditors

That the appointment, removal and remuneration of auditors must be approved

by a majority of the issuer’'s members or other body that is independent of the

board of directors.

Note: An example of such an independent body is the supervisory board in

systems that have a two tier board structure.

As regards proxies and corporate representatives

That every member shall be entitled to appoint a proxy who need not necessarily

be a member of the issuer and that every shareholder being a corporation shall

be entitled to appoint a representative to attend and vote at any general meeting
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of the issuer and, where a corporation is so represented, it shall be treated as

being present at any meeting in person. A corporation may execute a form of

proxy under the hand of a duly authorised officer.

As regards HKSCC'’s right to appoint proxies or corporate representatives

That HKSCC must be entitled to appoint proxies or corporate representatives to

attend the issuer’s general meetings and creditors meetings and those proxies/

corporate representatives must enjoy rights comparable to the rights of other

shareholders, including the right to speak and vote.

Note: Where the laws of an overseas jurisdiction prohibits HKSCC from

appointing proxies/ corporate representatives enjoying the rights described

by this paragraph, the issuer must make the necessary arrangements with

HKSCC to ensure that Hong Kong investors holding shares through

HKSCC enjoy the right to vote, attend (personally or by proxy) and speak

at general meetings.

As regards inspection of branch register

That the branch register of members in Hong Kong shall be open for inspection

by members but the company may be permitted to close the reqister on terms

comparable to section 632 of the Companies Ordinance.

As reqards voluntary winding up

A super-majority vote of the issuer's members in a general meeting shall be

required to approve a voluntary winding up of an issuer.

Notes 1. A “super-majority vote” means at least three-fourths of the

total voting rights of the members present and voting in

person or by proxy at the general meeting. This is unless it

can be demonstrated that shareholder protection will not be

compromised by a lower voting threshold (e.q. simple

majority votes in favour of the relevant resolutions with a

higher quorum requirement) and in such case a “super-

majority vote” is deemed to be achieved.
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For PRC issuers, the Exchange will consider a resolution

passed by members representing at least two-thirds of the

total voting rights of the members present and voting in

person or by proxy at the meeting as satisfying the threshold

of a “super-majority”.
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Appendix 8

Listing Fees, Transaction Levies on New Issues and

Brokerage
5. Commission’s Transaction Levy on New Issues
8. Commission’s Transaction Levy on Offers for Sale

1. Secondary Listings

In the case of an overseas issuer, whose primary listing is eristo-be on another
stock exchange, the fees payable shall be as follows:—
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11A. Annual PIE levy

11B.

(1)

With effect from 1 January 2022, an annual PIE levy shall be payable by

(2)

a PIE to the Exchange.

The annual PIE levy so collected by the Exchange shall be paid to the

3

FRC in accordance with section 50B of the Financial Reporting Council
Ordinance.

The annual PIE levy shall be calculated by applying the percentage rate

(4)

as specified from time to time in section 2 of Schedule 7 to the Financial
Reporting Council Ordinance to:

(a)_in case of a listed issuer of equity securities (other than warrants,
units in a unit trust, redeemable shares in a mutual fund, or securities
issued by an open-ended investment company or _collective
investment scheme), the annual listing fee payable under paragraph
2(1)(a) above for the relevant calendar year;

(b) in the case of an overseas issuer whose primary listing is on another
stock exchange, the annual listing fee payable under paragraph 11(2)
above for relevant calendar year; or

(c)_in the case of unit trusts, mutual funds, open-ended investment
companies and other collective investment schemes, the annual
listing fee listed in paragraph 3 above for relevant calendar year.

The annual PIE levy shall be payable in advance in one instalment. The

(8)

PIE levy shall be payable within 7 days of receiving a debit note or, in any
event if earlier, before dealings in the relevant securities commence.
Annual PIE levies shall not be refundable. Regardless of the day of the
month on which the securities are listed, the annual PIE levy will be
calculated from the first day of that month and pro rata payment in respect
of that month is not permitted.

The annual PIE levy for a calendar year, as calculated in accordance with

paragraph 11A(3) above, is not to be adjusted even if the annual listing
fee payable by the PIE to the Exchange for the relevant year is
subsequently adjusted under the Listing Rules.

FRC Transaction Levy

(1)

With effect from 1 January 2022, a FRC transaction levy shall be payable

by an issuer to the Exchange on each:

(a) Qualifying Transaction (as defined in paragraph 5 above); and

(b) purchase and sale of listed securities made under an offer for sale
as described in paragraph 8 above.
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(2) The FRC transaction levy so collected by the Exchange shall be paid to
the FRC in accordance with section 50A of the Financial Reporting
Council Ordinance.

(3) The FRC transaction levy shall be calculated (rounded to the nearest cent)
by applying the percentage rate as specified from time to time in section
1 of Schedule 7 to the Financial Reporting Council Ordinance to the total
consideration payable to the issuer/substantial shareholder by a
subscriber/purchaser for each security under the relevant transaction
referred to in paragraph 11B(1) above.

(4) The FRC transaction levy paid shall be paid to the Exchange by the issuer
at the same time the transaction levy payable under paragraph 5 or
paragraph 8 above (as the case may be) is paid to the Exchange, in the
manner and within the time frame determined by the Exchange from time
to time.

(5) FRC transaction levies are not refundable.

12. General

All fees or charges payable to the Exchange under this Appendix shall be net
of all taxes, levies and duties. The Exchange reserves the right to revise any of
the fees or charges prescribed above at any time, subject to the approval of the
Commission pursuant to section 76 and section 24 of the Securities and
Futures Ordinance. The Exchange may also at its sole discretion in any specific
case reduce or waive the fees or charges prescribed above, except for (a) the
transaction levy on Qualifying Transactions in respect of which any reduction
or waiver must be approved in writing by the Commission;_or (b) the levies
payable to the Exchange under paragraphs 11A and 11B above in respect of
which any reduction must be approved in writing by the FRC.

Appendix 13

ADDITIONAL REQUIREMENTS IN RESPECT OF CERTAIN
JURISDICTIONS

PART A
BERMUDA

THIS APPENDIX HAS BEEN REPEALED

[Repealed on [*]]
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(b)
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Appendix 13

PART B
THE CAYMAN ISLANDS

THIS APPENDIX HAS BEEN REPEALED

[Repealed on [*]]
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Appendix 14

CORPORATE GOVERNANCE CODE AND
CORPORATE GOVERNANCE REPORT

A.4 Appointments, re-election and removal

Code Provisions

director, including those appointed for a specific term, should be subject to
retirement by rotation at least once every three years.

E.1.3

[Repealed [*]]
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Appendix 16
DISCLOSURE OF FINANCIAL INFORMATION

Requirement for all Financial Statements

Each set of financial statements presented in an annual report, listing document
or circular shall provide a true and fair view of the state of affairs of the listed
issuer and of the results of its operations and its cashflows.

2.1 Annual financial statements of a listed issuer are required, subject to Notes
24-and-
2.6, to conform with:—

(a) Hong Kong Financial Reporting Standards (HKFRS); or
(b) International Financial Reporting Standards (IFRS); or

(c) China Accounting Standards for Business Enterprises (CASBE) in the
case of a PRC issuer that has adopted CASBE for the preparation of
its annual financial statements.

2.2 An issuer must apply one of the bodies of standards referred to in Note 2.1
consistently and shall not normally change from one body of standards to
the other unless there are reasonable grounds to justify such a change. All
reasons for any such change must be disclosed in the annual financial

statements.

2.3 [Repealed 15 December 2010]

[Repealed [ ]

Schedule D - 89



2A.

2.5

2.6

If an accounting estimate reported in prior interim period of the current
financial year is changed during the subsequent interim period of the same
financial year and has a material effect in that subsequent interim period,
the nature and amount of a change in an accounting estimate that has a
material effect in the current financial year or which is expected to have a
material effect in subsequent periods should be disclosed. If it is
impracticable to quantify the amount, this fact should be disclosed.

Where-the-Exchange—in-exceptional-circumstances—allows-The Exchange

may allow _the annual financial statements of an overseas issuer to be
drawn up otherwise than in conformity with accounting standards referred

to in Note 2.1,—the—Exchange—will-nermally—require—the—annualtinancial
,  the fi il o > -

see the requirements set out in rules 19.14, 19.25A, 19C.10E and 19C.23.

Where the preparation of an auditors’ report or accountants’ report

constitutes a PIE Engagement under the FRCO, the issuer must appoint a

firm of practising accountants which is a PIE Auditor under the FRCO.

Note: Qualification requirements for auditors and reporting accountants in

the case of overseas issuers and PRC issuers are set out in rules 4.03,
19.20, 19C.16, 19A.08 and 19A.31.
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SCHEDULEE DRAFT GUIDANCE LETTERS

FOR OVERSEAS ISSUERS

HKEX GUIDANCE LETTER
HKEX-GL[*]-[21] ([*] [2021])

Subject

Guidance for Overseas Issuers

Listing Rules
and
Regulations

Main Board Rule Chapters 19, 19B and 19C
GEM Rule Chapter 24

Related
Publications

e HKEX-GL39-12 - Hong Kong Depositary Receipts
(“DR”) — Pre-Release and Pre-Cancellation

o HKEX-GL53-13 - Liquidity arrangements for issuers
seeking to list by introduction where the securities
to be listed are already listed on another stock
exchange

e Country Guides

Author

IPO Vetting Department

Important note: This letter does not override the Listing Rules and is not a
substitute for advice from qualified professional advisers. If there is any conflict
or inconsistency between this letter and the Listing Rules, the Listing Rules
prevail. You may consult the Listing Division on a confidential basis for an
interpretation of the Listing Rules or this letter.

l. Purpose

1. Thisletter sets out guidance for Overseas Issuers® contemplating a listing
on the Exchange.

2. Our guidance in this paper is divided into the following sections:

A. General

Core Shareholder Protection Standards

B
C. Eligibility of Securities and Admission of Securities into CCASS
D

Cross-border Clearing and Settlement

1 “Overseas Issuers” has the same meaning as defined in Chapter 1 of the Main Board Listing
Rules and GEM Listing Rules.
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E. HDRs
F. Financial Reporting Standards and Auditing Standards
G. Taxation

H. “Domestic Issuers” under Regulation S, the United States Securities
Act of 1933

l. Stock Name Identification

Overseas Issuers may also refer to the “Listing of Overseas Companies”
webpage on the Exchange’s website for further information.

Guidance
General

Overseas Issuers may face practical or operational difficulties complying
with the Listing Rules or The Codes on Takeovers and Mergers and Share
Buy-backs (the “Takeovers Code”) where there is a potential conflict
between the laws and regulations of its home jurisdiction and the Listing
Rules or Takeovers Code.

Below are some examples of foreign laws and regulations that may cause
compliance difficulties with the Listing Rules or Takeovers Code:

(@) those that prohibit a company from restraining or restricting its
shareholders from voting on any particular resolution, including
shareholders with a material interest in the transaction or
arrangement being voted upon;

(b) those that require a management or supervisory body of a company
to approve matters that under the Listing Rules require shareholders’
approval;

(c) those that require a company to employ a board of statutory auditors,
instead of establishing a board committee to oversee accountability
and audit related matters. A board of statutory auditors may play a
similar role to audit committees under the Listing Rules and may
have broader oversight responsibilities and greater independence;
and

(d) those that do not recognise a nominee company holding securities
on behalf of third parties, such as the HKSCC Nominees Limited
(“HKSCCN?”) that holds listed securities on behalf of Central Clearing
and Settlement System (“CCASS”) participants.

We allow an Overseas Issuer to use a variety of methods to comply with
the Listing Rules and the Takeovers Code, including providing
undertakings to the Exchange to put in place a shareholder protection
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measure or by demonstrating it has adopted internal compliance
measures that achieve the same outcome.

7. Companies are strongly encouraged to consult the Exchange and the
Takeovers Executives? (where applicable) at the earliest opportunity.

B. Core Shareholder Protection Standards

8. Appendices 3 to the Main Board Listing Rules and GEM Listing Rules
require that an issuer demonstrate how the domestic laws, rules and
regulations to which it is subject and its constitutional documents, in
combination (“Domestic Standards”), provide the shareholder protection
standards set out in those appendices (“Core Shareholder Protection
Standards”). For this purpose, the Exchange may require an Overseas
Issuer to amend its constitutional documents to provide the Core
Shareholder Protection Standards. Appendix Il is a list of jurisdictions
other than Hong Kong and the PRC that have been accepted as the
places of incorporation for issuers seeking to list in Hong Kong (subject to
conditions set out in the relevant Country Guides, where applicable).

9. An Overseas Issuer incorporated in a jurisdiction that is new to listing on
the Exchange should complete the form set out in the Exchange’s website
(see Appendix | which will be replaced with a link to the Exchange’s
website) and submit it to the Exchange.

10. An Overseas Issuer may only submit its listing application after the
Exchange and the SFC have confirmed they have no further comment on
the level of shareholder protection standards in its jurisdiction of
incorporation, subject to measures to address any differences between
the Domestic Standards and the Core Shareholder Protection Standards.

11. Prior to 2021, the Exchange had published Country Guides on various
jurisdictions to provide specific guidance for Overseas Issuers
incorporated in those jurisdictions on the relevant comparison between
the Domestic Standards and the Core Shareholder Protection Standards,
as well as the Exchange’s expectations, practices, procedures and the
criteria it considers when applying the Listing Rules to Overseas Issuers
incorporated in such jurisdictions. Since 2021, guidance may be issued
on a case-by-case basis if there are novel issues relating to the listing of
shares of companies incorporated in a new jurisdiction. Please refer to
Appendix Il for links to the respective Country Guides or guidance.

12. In the absence of any Core Shareholder Protection Standard or Listing
Rule covering a particular matter, reliance will be placed on the
combination of the overseas laws and regulations to which the Overseas
Issuers are subject and their constitutional documents. Accordingly, a
new applicant should notify the Exchange of any laws or regulations to

2 The Takeovers Executive refers to the Executive Director of the Corporate Finance Division
or any delegate of the Executive Director of the Securities and Futures Commission (“SFC”).
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13.

14.

15.

16.

which it is subject or provisions in its constitutional documents, with
regards to matters not covered by the Core Shareholder Protection
Standards or the Listing Rules that may be materially detrimental to the
interests of shareholders as a whole. The Exchange reserves the right
to consider an issuer to be unsuitable for listing in such cases.

Listed Overseas Issuers should monitor their on-going compliance with
the Core Shareholder Protection Standards. They must, at the earliest
opportunity, inform the Exchange of any material changes in the local laws,
rules or regulations which may affect their compliance with the Core
Shareholder Protection Standards and other Listing Rules. Where
applicable, the Exchange will make necessary updates to the Country
Guide or guidance on the relevant jurisdictions.

Each Overseas Issuer applying to list in Hong Kong, regardless of whether
its jurisdiction of incorporation is new to listing on the Exchange, is also
required to:

(&) provide relevant and adequate disclosure in its listing document on
the major differences between Domestic Standards and the Core
Shareholder Protection Standards and details of any measures that
have been or will be put in place to address the differences;

(b) upon submission of its listing application, (i) confirm to the Exchange
that the relevant laws, regulations and market practices contained in
the Country Guide or relevant guidance (if any) are still applicable
and if not, provide details of any relevant changes; and (ii) inform the
Exchange of any other local laws, regulations and market practices
that are relevant to their circumstances; and

(c) disclose in the listing document the risk that the extent to which Hong
Kong courts may be used as an avenue for aggrieved shareholders
of non-Hong Kong issuers is subject to certain limitations concerning,
for example, enforcement of a Hong Kong judgment against the
overseas assets, operations and/or directors of a non-Hong Kong
issuer listed on the Exchange and enforcement of an overseas
judgment in Hong Kong courts.

Eligibility of Securities and Admission of Securities into CCASS

Hong Kong Securities Clearing Company Limited (“HKSCC”) is a
recognised clearing house under the Securities and Futures Ordinance.
It operates the CCASS which provides deposit, clearance and settlement
services to participants of CCASS subject to the General Rules of CCASS
and CCASS Operational Procedures in effect from time to time.

All listing applicants must make arrangements with HKSCC to ensure their
securities are accepted as eligible for deposit, clearance and settlement
in CCASS in accordance with the General Rules of CCASS.
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17. An Overseas Issuer is encouraged to notify the Exchange at an early
stage of the nature of the securities it plans to issue and list, particularly
as to:

(@) the form of its securities, whether:
()  physical scrip; or
(i)  scripless/book entry;
(b) if physical scrip is issued, whether:
@) it will be in definitive or global form; and
(i)  the certificate will be in registered or bearer form;

(c) ifthe securities are to be issued in scripless form, the applicant must
inform the Exchange of the holding structure of the securities with
details of:

(i) how Hong Kong investors (through HKSCCN) will hold the
securities;

(i) the financial intermediaries or depositories holding the
securities on behalf of Hong Kong investors, in particular their
roles and responsibilities under the relevant overseas
jurisdiction’s rules and regulations; and

(i)  who will be recognised as the legal owners of the securities in
the applicant’s place of incorporation?;

(d) how its branch register of members in Hong Kong is maintained and
when the register is open to inspection by members. The overseas
company must also inform members of the conditions for inspection;

(e) where physical scrip of the securities are issued, procedures to
replace lost certificates and whether there are any restrictions on
holding or transfer of the new certificates; and

()  whether there are any restrictions on Hong Kong investors’ right to
attend the applicant’s general meetings to vote and/or to appoint
proxies.

18. Please refer to the Exchange website (see link) for further information in
relation to admission of securities into CCASS.

8 The need for these notifications will be reviewed upon the implementation of an
uncertificated securities market in Hong Kong. The consultation conclusions for this
regime was published on 8 April 2020 (see link).
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19.

20.

21.

22.

23.

24.

Cross-border Clearing and Settlement

The Hong Kong securities market adopts a T+2 settlement period. This
means that executed trades are settled in CCASS two business days after
the trade day.

Dual-primary or secondary listed companies normally have their principal
share registers in their home market and a branch register in Hong Kong
(or vice versa). To ensure liquidity in the Hong Kong registered shares,
dual-primary or secondary listed companies must ensure there are a
sufficient number of registered shares on their Hong Kong share registers.

A dual-primary or secondary listed company is expected to transfer a
sufficient number of shares to its Hong Kong share register from its
overseas share register. The estimate of “sufficient number of shares”
may be based on the historical trading statistics of an issuer’s securities
in its overseas market and the expected increase in trading upon listing in
Hong Kong. This can be arranged by the appointed share registrar(s)
cancelling and re-issuing physical share certificates in the company’s
respective markets.

An Overseas Issuer that has a listing on the Exchange and another
overseas exchange must adopt precautionary measures to mitigate price
volatility of its shares upon listing and the demand/supply imbalances
between its overseas market and Hong Kong to ensure sufficient liquidity.
The precautionary measures must take into account the company’s
shareholding structure and availability of arbitrage opportunities between
Hong Kong and the other market where itis listed. Listing applicants may
refer to our Guidance Letters on precautionary measures for overseas
companies listed in Hong Kong by way of introduction* and our guidance
on HDRs®.

HDRs

HDRs can be held by Hong Kong investors in substantially the same way
as shares. They are issued by a financial institution acting as a
depositary and represent a particular ratio of a company’s shares.

Overseas Issuers facing operational and legal difficulties in listing their
shares in Hong Kong may wish to consider listing HDRs. For example
where:

(@) regulations in a jurisdiction discourage the overseas listing of shares;

(b) foreign laws of registration and/or ownership are not compatible with
those in Hong Kong; or

4
5

http://www.hkex.com.hk/eng/rulesreg/listrules/listquid/ipora/Documents/gl53-13.pdf

http://www.hkex.com.hk/eng/rulesreg/listrules/listguid/ipora/Documents/ql39-12.pdf
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25.

26.

27.

28.

(c) shares are listed in Hong Kong and elsewhere and must be capable
of being transferred between jurisdictions to facilitate a T+2
settlement period.

The Exchange has published (a) further information on the HDR
Framework section of the HKEX website; and (b) Guidance Letter HKEX-
GL39-12 on the benefits of HDRs®.

Financial Reporting Standards and Auditing Standards

Financial Reporting Standards

The Listing Rules state that the annual financial statements and the
financial history of results and the statement of financial position included
in the accountants’ reports of all issuers must be prepared and drawn up
in conformity with financial reporting standards acceptable to the
Exchange, which will normally be Hong Kong Financial Reporting
Standards or International Financial Reporting Standards (“IFRS”)".

The suitability of a body of alternative financial reporting standards
depends on whether there is any significant difference between the
foreign financial reporting standards and IFRS, and whether there is any
concrete proposal to converge or substantially converge the foreign
financial reporting standards with IFRS.

On this basis, the Exchange has accepted that the financial statements
and accountants’ reports of Overseas Issuers can be prepared in
conformity with the financial reporting standards set out in the table below
subject to the limitations stated therein:

STANDARD LIMITATIONS

EU-IFRS For issuers incorporated in a member
state of European Union

US GAAP For issuers with, or seeking, a dual-
primary or secondary listing in the US
and on the Exchange

Australian Accounting Standards | Only issuers with, or seeking, a
primary listing in the same jurisdiction
Generally Accepted Accounting | a5 the standard setter that have, or are
Principles of Canada seeking, a dual primary listing or

Accounting principles generally | s€condary listing on the Exchange
accepted in Japan issued by the
Accounting Standards Board of

http://www.hkex.com.hk/eng/rulesreg/listrules/listquid/ipora/Documents/ql39-12.pdf
Primary Listing: Listing Rules 19.14 (accountant’s report) and 19.25A (annual accounts).
Secondary Listing: Listing Rules 19C.10E (accountant’s report) and 19C.23 (annual
accounts).
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29.

30.

31.

32.

STANDARD LIMITATIONS

Japan

Singapore Financial Reporting
Standards

UK adopted international

accounting standards

Auditing Standards

The Listing Rules state that an accountants’ report® and annual accounts?®
of an Overseas Issuer must be audited to a standard comparable to that
required by the Hong Kong Institute of Certified Public Accountants
("HKICPA”) or the International Auditing and Assurance Standards Board
(“IAASB”).

To date, the Exchange is satisfied that the following seven sets of
alternative standards are comparable to those required by HKICPA or the
IAASB, and allows them to be used in the auditing of Overseas Issuers’
financial statements:

(@) Australian Auditing Standards;
(b) the Generally Accepted Auditing Standards of Canada;

(c) professional auditing standards applicable in France in accordance
with the French Commercial Code;

(d) Italian Auditing Standards;
(e) Singapore Standards on Auditing;
() International Standards on Auditing (UK); and

(g the US Public Company Accounting Oversight Board auditing
standards.

Overseas Issuers seeking to adopt a financial reporting standard or
auditing standard that is not covered by this document should consult the
Exchange at the earliest opportunity.

Taxation

If withholding tax on distributable entitlements or any other tax is payable
(e.g. capital gains tax, inheritance or gift taxes), an Overseas Issuer must
bring this to the Exchange’s attention at the earliest possible opportunity
prior to listing. The Overseas Issuer must disclose in its prospectus or

8
9

Listing Rule 19.12 (for primary listing) and Listing Rule 19C.10D (for secondary listing)
Listing Rule 19.21 (for primary listing) and Listing Rule 19C.17 (for secondary listing)
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33.

34.

35.

listing document details of the tax payable, and whether Hong Kong
investors have any tax reporting obligations and related procedures.

Alternative Procedures for U.S “Domestic Issuers”

“‘Domestic issuers” within the meaning of Regulation S (“Regulation S”)
under the United States Securities Act of 1933 who wish to offer their
equity securities (“Regulation S Securities”) in “offshore transactions”
within the meaning of, and in reliance on the safe harbor provided by,
Regulation S must fulfil the requirements set out therein (the “Regulation
S Category 3 Requirements”).

Given the manner in which securities are traded and settled on the
Exchange, it is not feasible for such “domestic issuers” and their
underwriters to comply strictly with certain of the Regulation S Category 3
Requirements in connection with a listing of Regulation S Securities on
the Exchange. Accordingly, the Exchange has formulated certain
alternative procedures tailored to address the underlying policy concerns.
Please refer to the Exchange website (see link) for further information.

Stock Name Identification

To enable investors to more easily identify and differentiate between listed
overseas companies and Hong Kong companies, overseas companies
that are listed on the Exchange are required to clearly label their stock
short names. The stock codes for Overseas Issuers must carry the
following suffixes in their stock short names:

(@) “S”if they have a secondary listing;

(b) “DR” and have a stock code between 6200-6399 if they have listed
HDRs (see section E above); and

(c) “RS” and have a stock code between 6300-6399 if they are
incorporated in the United States of America and have listed
securities/ HDRs that are restricted securities under US federal
securities laws (see section H above).
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Appendix |

APPLICATIONS FROM OVERSEAS ISSUERS INCORPORATED IN A JURISDICTION NEW TO LISTING?

Date of submission

Name of applicant? (the “Applicant”)

Subject jurisdiction of incorporation (the
“New Jurisdiction”)

Place of central management and control®
(if applicable and different from the New
Jurisdiction) (“PCMC”)

Name of the legal adviser(s) : _(asto the laws of Hong Kong)

(as to the laws of New Jurisdiction)

Name and role of other adviser(s)
(if any)

Unless otherwise defined, capitalised terms used herein have the same meanings as in the Main Board Listing Rules.

An applicant can be (i) a company planning to apply for listing in Hong Kong; (ii) government authorities or stock exchanges of an overseas jurisdiction; or

(iii) professional advisers.

See paragraph 50 of the JPS for factors the Exchange considers in determining an overseas company’s place of central management and control.
Schedule E- 10



1.

Regulatory Regime

State the name(s) of the statutory securities regulator in:

(a) New Jurisdiction

(b) PCMC

State whether:

Statutory

securities Statutory securities
regulator in the regulator in the
New Jurisdiction Applicant’s PCMC

(Yes or No)

is a full signatory of the IOSCO Multilateral Memorandum of Understanding
Concerning Consultation and Cooperation and the Exchange of Information

Note: If the answer is “No” to 2 above, please consult the Exchange before proceeding to complete this application form.
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3. Provide a brief description of the regulatory framewaork that governs the corporate and securities activities and rights of shareholders of the
companies incorporated in the New Jurisdiction®.

4.  Advise whether regulatory approvals are required for a company incorporated in New Jurisdiction to seek an overseas listing.

5.  Advise if there are (a) any restrictions as to (i) the type of shares which may be issued; and (ii) the identity of holders of the shares, in each
case by a company incorporated in the New Jurisdiction; (b) any limit on the percentage of shares in a company incorporated in the New
Jurisdiction that can be held by national or foreign shareholders; and (c) any other special criteria or restrictions for overseas listing of
companies incorporated in the New Jurisdiction.

4 The regulatory framework that is applicable to the type of company that will apply for listing in Hong Kong (for example, the regulatory framework that
applies because the applicant is a private or a public company and/or because its shares are traded on a local or foreign stock exchange), if the regulatory
frameworks are different.
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Core Shareholder Protection Standards

Paragraph No. of

Core Shareholder Protection

Comparable / equivalent requirements

Proposed actions that a potential

Appendix 3 to Standard of the New Jurisdiction, and (i) how applicant incorporated in the New
Main Board Listing they provide Core Shareholder Jurisdiction will take to address the
Rule and GEM Protection Standard; or (ii) potential potential conflict or shortfall (if
Listing Rule conflict or shortfall applicable)

Directors

Casual vacancy appointments

1(1)

Any person appointed by the
directors to fill a casual vacancy on
or as an addition to the board shall
hold office only until the next
following annual general meeting of
the issuer, and shall then be eligible
for re-election.

Note: In respect of Grandfathered
Greater China Issuers and Non-
Greater China Issuers that are
permitted to have a WVR structure
that does not comply with Chapter 8A
of the Listing Rules, the Exchange
will consider the applicability of this
requirement on a case-by-case basis
based on the circumstances of each
individual case.
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

Removal of directors

1(2)

Where not otherwise provided by
law, members in general meeting
shall have the power by ordinary
resolution to remove any director
(including a managing or other
executive director, but without
prejudice to any claim for damages
under any contract) before the
expiration of his period of office.

Note: In respect of Grandfathered
Greater China Issuers and Non-
Greater China Issuers that are
permitted to have a WVR structure
that does not comply with Chapter 8A
of the Listing Rules, the Exchange
will consider the applicability of this
requirement on a case-by-case basis
based on the circumstances of each
individual case.
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

General Meetings

Timing of annual general meeting

2(1)

An issuer must hold a general
meeting for each financial year as its
annual general meeting.

Note: Generally, an issuer must hold
its annual general meeting within six
months after the end of its financial
year.

Notice of annual general meeting

2(2)

An issuer must give its members
reasonable written notice of its
general meetings.

Note: “Reasonable written notice”
normally means at least 21 days for
an annual general meeting and at
least 14 days for other general
meetings. This is unless it can be
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

demonstrated that reasonable written
notice can be given in less time.

Right to speak and vote at general meetings

2(3)

Members must have the right to (1)
speak at a general meeting; and (2)
vote at a general meeting except
where a member is required, by the
Listing Rules, to abstain from voting
to approve the matter under
consideration.

Notes

1. An example of such a
circumstance is where a member has
a material interest in the transaction
or arrangement being voted upon.

2. If an issuer is subject to a foreign
law or regulation that prevents the
restriction of a members’ right to
speak and/or vote at general
meetings, the company can enter
into an undertaking with the
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

Exchange to put in place measures
that achieve the same outcome as

the restriction under this paragraph
(e.g. any votes cast by or on behalf
of a member in contravention of the
rule restriction must not be counted
towards the resolution).

Restriction on share

holder voting

2(4)

Where any shareholder is required
under the Listing Rules to abstain
from voting on any particular
resolution or restricted to voting only
for or only against any particular
resolution, any votes cast by or on
behalf of such shareholder in
contravention of such requirement or
restriction shall not be counted.

Schedule E- 17




Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

Right to convene an extraordinary general meeting

2(3)

Members holding a minority stake in
the total number of issued shares
must be able to convene an
extraordinary general meeting and
add resolutions to a meeting agenda.
The minimum stake required to do so
must not be higher than 10% of the
voting rights, on a one vote per share
basis, in the share capital of the
issuer.

Other Shareholder Rights

Variation of Class Rights

3

A super-majority vote of the issuer’s
members of the class to which the
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

rights are attached shall be required
to approve a change to those rights.

Notes

1. A “super-majority vote” means at
least three-fourths of the voting rights
of the members holding shares in
that class present and voting in
person or by proxy at a separate
general meeting of members of the
class where the quorum for such
meeting shall be holders of at least
one third of the issued shares of the
class. This is unless it can be
demonstrated that shareholder
protection will not be compromised
by a lower voting threshold (e.g.
simple majority votes in favour of the
relevant resolutions with a higher
guorum requirement) and in such
case a “super-majority vote” is
deemed to be achieved.

2. For PRC issuers, the Exchange
will consider a resolution passed by
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

members representing at least two-
thirds of the voting rights of the
members who are present at the
classified members’ meeting and
have voting rights to amend class
rights as satisfying the threshold of a
“super-majority”.

Amendment of Constitutional Documents

A super-majority vote of the issuer’'s
members in a general meeting shall
be required to approve changes to an
issuer’s constitutional documents,
however framed.

Notes

1. A “super-majority vote” means at
least three-fourths of the total voting
rights of the members present and
voting in person or by proxy at the
general meeting. This is unless it can
be demonstrated that shareholder
protection will not be compromised
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

by a lower voting threshold (e.g.
simple majority votes in favour of the
relevant resolutions with a higher
guorum requirement) and in such
case a “super-majority vote” is
deemed to be achieved.

2. For PRC issuers, the Exchange
will consider a resolution passed by
members representing at least two-
thirds of the total voting rights of the
members present and voting in
person or by proxy at the meeting as
satisfying the threshold of a “super-
majority”.

Appointment, removal and remuneration of auditors

5

The appointment, removal and
remuneration of auditors must be
approved by a majority of the issuer’s
members or other body that is
independent of the board of directors.
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

Note: An example of such an
independent body is the supervisory
board in systems that have a two tier
board structure.

Proxies and corporate representatives

Every member shall be entitled to
appoint a proxy who need not
necessarily be a member of the
issuer and that every shareholder
being a corporation shall be entitled
to appoint a representative to attend
and vote at any general meeting of
the issuer and, where a corporation
is so represented, it shall be treated
as being present at any meeting in
person. A corporation may execute a
form of proxy under the hand of a
duly authorised officer.

HKSCC's right to appoint proxies or corporate representatives
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Paragraph No. of

Core Shareholder Protection

Comparable / equivalent requirements

Proposed actions that a potential

Appendix 3 to Standard of the New Jurisdiction, and (i) how applicant incorporated in the New
Main Board Listing they provide Core Shareholder Jurisdiction will take to address the
Rule and GEM Protection Standard; or (ii) potential potential conflict or shortfall (if
Listing Rule conflict or shortfall applicable)

7 HKSCC must be entitled to appoint

proxies or corporate representatives
to attend the issuer’s general
meetings and creditors meetings and
those proxies/ corporate
representatives must enjoy rights
comparable to the rights of other
shareholders, including the right to
speak and vote.

Note: Where the laws of an overseas
jurisdiction prohibits HKSCC from
appointing proxies/ corporate
representatives enjoying the rights
described by this paragraph, the
issuer must make the necessary
arrangements with HKSCC to ensure
that Hong Kong investors holding
shares through HKSCC enjoy the
rights to vote, attend (personally or
by proxy) and speak at general
meetings.
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

Inspection of Branch

Reqister

8

The branch register of members in
Hong Kong shall be open for
inspection by members but the
company may be permitted to close
the register on terms comparable to
section 632 of the Companies
Ordinance.

Voluntary winding up

A super-majority vote of the issuer’s
members in a general meeting shall
be required to approve a voluntary
winding up of an issuer.

Notes
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Paragraph No. of
Appendix 3 to
Main Board Listing
Rule and GEM
Listing Rule

Core Shareholder Protection
Standard

Comparable / equivalent requirements
of the New Jurisdiction, and (i) how
they provide Core Shareholder
Protection Standard; or (ii) potential
conflict or shortfall

Proposed actions that a potential
applicant incorporated in the New
Jurisdiction will take to address the
potential conflict or shortfall (if
applicable)

1. A “super-majority vote” means at
least three-fourths of the total voting
rights of the members present and
voting in person or by proxy at the
general meeting. This is unless it can
be demonstrated that shareholder
protection will not be compromised
by a lower voting threshold (e.g.
simple majority votes in favour of the
relevant resolutions with a higher
guorum requirement) and in such
case a “super-majority vote” is
deemed to be achieved.

2. For PRC issuers, the Exchange
will consider a resolution passed by
members representing at least two-
thirds of the total voting rights of the
members present and voting in
person or by proxy at the meeting as
satisfying the threshold of a “super-
majority”.
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Compliance with The Codes on Takeovers and Mergers and Share Buy-backs (“Codes”)

The Codes apply to takeovers, mergers and share buy-backs affecting Hong Kong public companies and companies and Real Estate
Investment Trusts with a primary or dual-primary listing on the Exchange. The Codes do not apply to a secondary listed company on the
Exchange unless it is a “public company in Hong Kong” within the meaning of the Codes. The SFC will consider all the circumstances
including the factors set out in section 4.2 of the Introduction to the Codes® to determine whether a secondary listed company is a “public
company in Hong Kong”.

Provide a brief description of the regulatory framework that governs takeovers, mergers and share buy-backs of companies incorporated in
the New Jurisdiction.

Specify and provide full analysis of:

(@) any conflicts between the laws and regulations of the New Jurisdiction and the Codes;

(b) the laws and regulations of the New Jurisdiction which would render an offeror, offeree company or their related parties being unable
to comply with the Codes; and

(c) the proposed actions that a potential applicant incorporated in the New Jurisdiction will take to resolve these conflicts or differences,
including any waivers or exemptions available under the local jurisdictions the waiver/exemption of which would allow the parties to
fully comply with the Codes, and the relevant procedures.

Provide details of any statutory takeovers or mergers regime in the New Jurisdiction which provides for (a) compulsory acquisition or squeeze
out rights; and (b) appraisal rights for dissenting shareholders.

Advise whether the New Jurisdiction permits treasury shares to be held and if permitted, the voting rights and dividend entitlement attached
to such treasury shares.

5

https://www.sfc.hk/web/EN/rules-and-standards/codes-and-guidelines/codes/
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Appendix Il - List of Jurisdictions for which the Exchange has assessed
the relevant Domestic Standards (link)

1. Austria

2. Australia

3. Bermuda

4.  Brazil

5.  British Virgin Islands (“BVI”)
6. Canada-Alberta
7.  Canada-British Columbia
8. Canada — Ontario
9. Cayman Islands
10. Cyprus

11. England & Wales
12. France

13. Germany

14. Guernsey

15. India

16. Ireland

17. Isle of Man

18. Israel

19. ltaly

20. Japan

21. Jersey

22. Republic of Korea
23. Labuan

24. Luxembourg

25. Netherlands

26. Russia

27. Singapore

28. United States of America — State of California
29. United States of America — State of Delaware
30. United States of America - State of Nevada
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HKEX GUIDANCE LETTER
HKEX-GL[®]-21 ([®] 2021)

Subject Migration of the majority of trading to the Exchange’s

markets of secondary listed overseas issuers’ shares
and de-listing of their shares from overseas exchanges
of primary listing

Listing Rules and Main Board Listing Rules 19C.11, 19C.11A, 19C.11B,

Regulations 19C.11C, 19C.13 and 19C.13A

Related HKEX-GL94-18 - Suitability for Secondary Listing as a
Publications Qualifying Issuer under Chapter 19C

Author IPO Vetting Department

Important note: This letter does not override the Listing Rules and is not a substitute
for advice from qualified professional advisers. If there is any conflict or inconsistency
between this letter and the Listing Rules, the Listing Rules shall prevail. You may
consult the Listing Division on a confidential basis for an interpretation of the Listing
Rules, or this letter. All references in this letter to the Listing Rules means the Main
Board Listing Rules unless otherwise specified. Defined terms in the Listing Rules
shall have the same meaning in this letter.

1.

11

2.1

Purpose

This letter provides guidance to Overseas Issuers?! that have a secondary
listing on the Exchange pursuant to Chapter 19C of the Listing Rules with
regards to issues relating to (a) the migration of the majority of trading in their
listed shares to the Exchange’s markets under Listing Rule 19C.13; and (b)
de-listing of their shares or depository receipts issued on their shares (as the
case may be) from the Recognised Stock Exchange? on which they are
primary listed under Listing Rule 19C.13A. Any reference to shares in this
letter shall include depository receipts issued on such shares where
applicable.

Relevant Listing Rules

Listing Rule 19C.13 states that if the majority of trading in an Overseas
Issuer’s listed shares migrates to the Exchange’s markets on a permanent
basis, the Exchange will regard the issuer as having a dual-primary listing and
consequently Listing Rules 19C.11, 19C.11A, 19C.11B and 19C.11C (as
applicable) will no longer apply to the issuer. Exceptions set out in Listing
Rules 19.58 to 19.60 may however apply depending on the relevant facts and

An “Overseas Issuer” has the same meaning as defined in Chapter 1 of the Listing Rules.

2 “Recognised Stock Exchange” as defined in Chapter 1 of the Listing Rules.
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2.2

2.3

2.4

2.5

3.1

3.2

circumstances.

Note 1 to Listing Rule 19C.13 sets out the benchmark against which the
majority of trading in an Overseas Issuer’s listed shares is considered to have
migrated to the Exchange’s markets on a permanent basis, i.e. when 55% or
more of the total worldwide trading volume, by dollar value, of those shares
(including the volume of trading in depository receipts issued on those shares)
over the issuer's most recent financial year, takes place on the Exchange’s
markets.

Note 2 to Listing Rule 19C.13 provides such an Overseas Issuer with a grace
period of 12 months within which to comply with the applicable Listing Rules
(“Grace Period”)®. The Grace Period will end at midnight on the first
anniversary of the date of the Exchange’s written notice of its decision that the
majority of trading in the listed shares has migrated permanently to the
Exchange’s markets (“Exchange Notice”).

Listing Rule 19C.13A states that if an Overseas Issuer’s shares or depositary
receipts issued on its shares (as the case may be) ceased to be listed on the
Recognised Stock Exchange on which it is primary listed, the Exchange will
regard the issuer as having a primary listing in Hong Kong and consequently
Listing Rules 19C.11, 19C.11A, 19C.11B and 19C.11C (as applicable) will no
longer apply to the issuer.

Listing Rule 2.04 states that the Exchange may waive, modify or not require
compliance with the Listing Rules in individual cases (to suit the
circumstances of a particular case), as a variety of circumstances may exist
which require it to make ad hoc decisions.

Guidance

This guidance is for Overseas Issuers whose shares/ depository receipts are
listed on a Recognised Stock Exchange that are secondary listed on the
Exchange under Chapter 19C of the Listing Rules. These issuers are subject
to the trading migration requirements under Listing Rule 19C.13.

This guidance is also relevant to secondary listed Overseas Issuers that start
to plan a voluntary de-listing, or that reasonably expect to be de-listed
involuntarily, from the relevant Recognised Stock Exchange of primary listing.

Migration of the majority of trading to the Exchange’s markets of
Overseas Issuers’ shares under Chapter 19C

3 For the avoidance of doubt, the Grace Period is conditional on the continued primary listing of the Overseas
Issuer on the relevant Recognised Stock Exchange. Otherwise, it would be subject to the relevant guidance
under the section headed “De-listing from a Recognised Stock Exchange of primary listing” in this guidance
letter.
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3.3

3.4

3.5

3.6

Responsibility for monitoring

Secondary listed Overseas Issuers should monitor their compliance with
Listing Rule 19C.13 from the start of their first full financial year after listing on
the Exchange. For example, where an Overseas Issuer is listed in June 2021
and has a December year-end, it should monitor its compliance with Listing
Rule 19C.13 from 1 January 2022.

Notification to the Exchange

Secondary listed Overseas Issuers should notify the Exchange in writing:

(@) within 5 business days of the end of the third quarter of their financial
year, as to whether or not the trading volume of their shares in Hong
Kong has exceeded 50% of the total worldwide trading volume, by dollar
value, of those shares (including the volume of trading in depository
receipts issued on those shares) based on the cumulative trading volume
over that nine-month period and the respective total trading volume of
their shares in Hong Kong and the total worldwide trading volume over
that period; and

(b) within 5 business days of the end of their financial year, as to whether or
not the trading volume of their shares by dollar value in Hong Kong
exceeded 55% of the total worldwide trading volume, by dollar value, of
those shares (including the volume of trading in depository receipts
issued on those shares) based on the cumulative trading volume over
that financial year and the respective total trading volume of their shares
in Hong Kong and the total worldwide trading volume over that year.

Exchange Notice

The Exchange will consider the notification made to it by an issuer under
paragraph 3.4(b) and will issue an Exchange Notice to the issuer if it decides
that the majority of the issuer’s trading has migrated permanently to Hong
Kong under Listing Rule 19C.13.

Issuer announcement

As soon as practicable after receiving an Exchange Notice, the Overseas
Issuer must publish an announcement stating that the majority of the trading
of its shares have migrated to the Exchange’s markets on a permanent basis
under Listing Rule 19C.13, including:

(a) details of the consequences of the Exchange Notice;
(b) details of the Grace Period;

(c) its obligation to make necessary arrangements to enable it to comply with
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3.7

3.8

3.9

3.10

applicable Listing Rules upon the end of the Grace Period; the potential
consequence of its failure to comply with this obligation; the potential
consequences of the withdrawal of any specific waivers from strict
compliance with any Listing Rules granted by the Exchange on an
individual basis; and

(d) the issuer’s intention, if applicable, to apply to the Exchange for certain
specific waivers and/ or exemptions to continue after the Grace Period
ends.

If the notification to the Exchange required by paragraph 3.4(a) above states
that the relevant trading volume in the issuer’s shares has exceeded the
threshold set out in that paragraph, the issuer should begin its assessment of
the impact to it of the disapplication of exemptions due to the application of
Listing Rule 19C.13 and the potential withdrawal of specific waivers granted
by the Exchange, so that it is in a position to publish the announcement
required by paragraph 3.6 above at the relevant time.

Method of calculation of trading migration test

The following method is to be used to calculate the percentage of trading
volume by dollar value on the Exchange’s markets for the purpose of Listing
Rule 19C.13%

Total cumulative trading volume in Hong Kong by dollar value
— over a full financial year o
= . . . x 100%
Total cumulative worldwide trading volume by dollar value over
a full financial year

For the purpose of calculating “dollar value” and the exchange rate to be
adopted, issuers are expected to use data published by a reputable
independent third party market data provider.

Disapplication of exceptions, waivers and exemptions

Upon the expiration of a Grace Period, all exceptions to the Listing Rules
applicable to an Overseas Issuer set out in Listing Rules 19C.11, 19C.11A,
19C.11B and 19C.11C (as applicable) will no longer apply®. Prior to the expiry
of the Grace Period, issuers must make arrangements to comply with the
Listing Rules applicable to them, including seeking shareholder approval
where required under the Listing Rules in respect of a transaction entered into
during the Grace Period but expected to be completed thereafter.

Such data can be sourced from reputable independent third party market data provider.
5 Please refer to Note 3 to Listing Rule 19C.13 for the extended Grace Period for continuing transactions and
the condition giving rise to early expiration of such extended Grace Period.
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3.11

3.12

3.13

3.14

3.15

3.16

During the Grace Period, an Overseas Issuer should provide the Exchange
with a report, on a monthly basis, updating the Exchange on its progress
towards compliance with the Listing Rules that will apply to it at the end of the
Grace Period.

The Exchange reserves the right to withdraw a specific waiver that it granted
on an individual basis to an issuer under Listing Rule 2.04 if the circumstances
upon which that waiver was granted have since changed. A change in the
nature of an issuer’s listing due to the application of Listing Rule 19C.13 may
constitute such a change in circumstances and may result in the Exchange
withdrawing specific waivers granted to the issuer.

If an issuer believes it has grounds for certain waivers/exemptions to continue
after the expiry of the Grace Period, it should submit an application to the
Exchange at the earliest opportunity including the reasons as to why they
should continue to apply. The Exchange will consider the issuer’s application
before making its decision on the matter.

For the avoidance of doubt, an issuer can continue to adopt a body of
alternative financial reporting standards (as set out in Guidance Letter HKEX-
GL[®] - Guidance for Overseas Issuers) as the accounting standards used for
the preparation of its financial statements even if the application of Listing Rule
19C.13 results in it being deemed a dual-primary listed Overseas Issuer. This
is as long as the issuer maintains a primary listing in the relevant jurisdiction
of the alternative overseas financial reporting standards®.

WVR and VIE structures

Listing Rule 19C.03 and Guidance Letter HKEX-GL94-18 allow a
Grandfathered Greater China Issuer” and Non-Greater China Issuers? to
retain their pre-existing WVR structure® and variable interest entity structure
(“VIE structure”), as applicable, after listing on the Exchange and exempt
them from certain requirements in this regard. These exemptions are not
affected by an Exchange decision that the majority of trading in such Overseas
Issuers’ shares has migrated to the Exchange’s markets on a permanent basis
under Listing Rule 19C.13.

Dis-application of stock marker “S” in the stock short name

The purpose of the marker is to provide sufficient notification to inform/ alert
investors that the issuer is not subject to the full extent of the Listing Rules due
to its status as a secondary listed issuer. Upon application by the issuer, it
would not be required to retain the marker “S” at the end of its stock short
name upon the expiration of the Grace Period. Such application should be

© 0 N O

This is except for issuers incorporated in an EU member state which are allowed to adopt EU-IFRS.
“Grandfathered Greater China Issuer” as defined in Listing Rule 19C.01.

“Non-Greater China Issuers” as defined in Listing Rule 19C.01.

“WVR structure” as defined in Listing Rule 19C.01.
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3.18

3.19

3.20

3.21

3.22

submitted together with the notification to the Exchange required by paragraph
3.4(b) above.

De-listing from a Recognised Stock Exchange of primary listing

Disapplication of exceptions, exemption and waivers

With immediate effect upon a secondary listed Overseas Issuer de-listing
from its Recognised Stock Exchange of primary listing (“Overseas De-
listing”), the exceptions to the Listing Rules that were granted to such issuer
(“Relevant Issuer”) as set out in Listing Rules 19C.11, 19C.11A, 19C.11B
and 19C.11C (as applicable) will no longer apply.

Listing Rules which are applicable to primary listed Overseas Issuers on the
Exchange but are exempted or not applicable to a Relevant Issuer based on
or conditional upon its secondary listing status!® will also become applicable
to the Relevant Issuer immediately upon the Overseas De-listing.

Similar to paragraph 3.12 above, a change in the nature of an issuer’s listing
due to the Overseas De-listing may constitute a change in circumstances and
may result in the Exchange withdrawing any other specific waiver granted to
a Relevant Issuer.

Accordingly, unless a waiver (including any grace period) is granted as
described in paragraph 3.24 below or a grace period applies as described in
paragraph 3.35 below, a Relevant Issuer must comply with all Listing Rules
applicable to a primary listed Overseas Issuer immediately upon the
Overseas De-listing.

Notification to the Exchange

A Relevant Issuer that starts to plan a voluntary de-listing, or that reasonably
expects it may be de-listed involuntarily, from its Recognised Stock Exchange
of primary listing, should notify the Exchange of this possibility in writing as
soon as practicable to give the Exchange early notice (“Overseas De-listing
Issuer Notification”) prior to its Overseas-De-listing*?.

The Exchange will consider the information in the Overseas De-listing Issuer
Notification and may require additional information. Following its review of
the information, the Exchange will issue a notice to remind the Relevant
Issuer that upon the Overseas De-listing, it will regard such Relevant Issuer
as having a primary (rather than secondary) listing status on the Exchange

10 This includes Listing Rules 6.12 to 6.15 in relation to withdrawal of listing, Listing Rules 19.08 to 19.28 in
relation to additional requirements, modifications or exceptions which apply to an Overseas Issuer whose
primary listing is on the Exchange (where applicable).

11 For a secondary listed Overseas Issuer with primary listing on an exchange in the United States, such
notification should be submitted to the Exchange as soon as practicable and prior to the first filing of Form 8K
(domestic issuer)/ 6K (foreign private issuer) with the US Securities and Exchange Commission which
formally announces the potential de-listing.
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3.25

3.26

3.27

(“Overseas De-listing Exchange Notice”).

Waiver applications

If a Relevant Issuer wishes to retain, following its Overseas De-listing, any
exemption or waiver that was previously available or granted to it or wishes
to apply for a new waiver from strict compliance with any Listing Rules, it
should submit a waiver application to the Exchange together with its
Overseas De-listing Issuer Notification. The waiver application(s) should
contain sufficient information to demonstrate the basis for the Exchange to
grant such waiver(s).

Upon receipt of the waiver application(s), the Exchange will make the
assessment on a case-by-case basis and exercise its discretion as to
whether to grant the waiver(s) to a Relevant Issuer. Any waiver decision
(including any grace period and any other conditions for granting the waiver)
will be issued to such Relevant Issuer together with the Overseas De-listing
Exchange Notice.

Any grace period granted under a time-relief waiver will commence from the
time of the Overseas De-listing. The length of the grace period for each
Listing Rule so relieved will be assessed with reference to the individual facts
and circumstances of a Relevant Issuer, including but not limited to (a) the
expected date of such Relevant Issuer's Overseas De-listing; and (b) the
amount of time reasonably needed for such Relevant Issuer to be able to fully
comply with the applicable Listing Rules.

As a general principle, a Relevant Issuer that has become primary listed in
Hong Kong upon de-listing from the Recognised Stock Exchange of primary
listing is expected to use its best endeavours to comply with all the Listing
Rules as applicable to other primary listed Overseas Issuers. Except for the
financial reporting standards requirement set out in paragraph 3.35 below,
the Exchange believes that a grace period will be justified only in limited
circumstances. In any event, the Exchange will not normally grant any grace
period for compliance with the Listing Rules that are rarely waived for issuers
having a sole primary listing on the Exchange. These rules generally concern
key requirements that, the Exchange considers, must be fully complied with
for the purpose of primary listing, such as a majority of the requirements on
notifiable transactions and connected transactions?!?.

In the event that no waiver is requested by or granted to a Relevant Issuer in
respect of a transaction which was entered into prior to the Overseas De-
listing but is expected to be completed on or after the Overseas De-listing

12 Under exceptional circumstances (e.g. a transaction entered into but not yet completed prior to the Overseas
De-listing occurring), the Exchange may exercise its discretion to waive the shareholders’ approval
requirement but the Relevant Issuer will be expected to comply with the other requirements imposed on such
transaction, including, where applicable, circular, independent financial advisor, accountants’ report and
annual reporting requirements.
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3.29

3.30

3.31

and would have been required to be disclosed under the Listing Rules (e.g.
by virtue of Listing Rule 14.34 or 14.38A), the Relevant Issuer is encouraged
to make an announcement of the transaction on a timely basis, providing
details of the transaction, the expected timetable and how the Relevant
Issuer will comply with the applicable Listing Rules.

In the event a Relevant Issuer is unable to fully comply with a Listing Rule
upon the end of the grace period granted under a time-relief waiver, the
Exchange may, on a case by case basis, exercise its discretion to either
extend the grace period, suspend trading of such Relevant Issuer’s shares
or impose other measures as it considers necessary for the protection of the
investors and the maintenance of an orderly market.

For the avoidance of doubt, notwithstanding the submission of the Overseas
De-listing Issuer Notification or receipt of the Overseas De-listing Exchange
Notice, a Relevant Issuer will continue to be entitled to the exemptions/
waivers granted or applicable to it as a secondary listed Overseas Issuer on
the Exchange provided that it is still primary listed on a Recognised Stock
Exchange.

Issuer announcements

A Relevant Issuer must announce its forthcoming Overseas De-listing in
accordance with its general obligation of disclosure under Listing Rule 13.09
and no later than the announcement of this information on its Recognised
Stock Exchange of primary listing®3. This announcement must state:

(@) the intention and/ or reasons for the Overseas De-listing;
(b)  the expected or estimated date of the Overseas De-listing;

(c) the Relevant Issuer’s obligations to comply with all applicable Listing
Rules as a primary listed Overseas Issuer on the Exchange following
the Overseas De-listing if it occurs; the potential consequences of its
failure to comply with these obligations; and the potential consequences
of the withdrawal of any specific waiver from strict compliance with any
Listing Rules granted by the Exchange on an individual basis; and

(d)  where applicable, any application(s) made to the Exchange for
waiver(s) from strict compliance with any Listing Rule following the
Overseas De-listing.

Upon its Overseas De-listing occurring, the Relevant Issuer should publish a
second announcement which must state:

13 For a secondary listed Overseas Issuer with primary listing on an exchange in the United States, this refers
to no later than the first filing of the Form 8K (domestic issuer)/ 6K (foreign private issuer) with the US
Securities and Exchange Commission which formally announces the potential de-listing.
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(a) the Relevant Issuer’s obligations to comply with all applicable Listing
Rules as a primary listed Overseas Issuer on the Exchange following
the Overseas De-listing; the potential consequences of its failure to
comply with these obligations; and the consequences of the withdrawal
of any waiver from strict compliance with any Listing Rules granted by
the Exchange on an individual basis; and

(b)  where applicable, details of any waiver from strict compliance with any
Listing Rules, including conditions and basis for granting such waiver(s)
such as the length of any relevant grace periods.

WVR and VIE structures

Grandfathered Greater China Issuers and Non-Greater China Issuers are
permitted to retain their WVR structures and VIE structures which are pre-
existing at the time of their secondary listing in Hong Kong as exempted from
the relevant requirements pursuant to Listing Rule 19C.03 and Guidance
Letter HKEX-GL94-18. These exemptions are not affected by their de-listing
from the Qualifying Exchange!®.

Dis-application of stock marker “S” in the stock short name

Under the same principle set out in paragraph 3.16, upon application by a
Relevant Issuer, it would not be required to have the marker “S” at the end of
its stock short name upon its Overseas De-listing. Such application should be
submitted together with the Overseas De-listing Issuer Notification.

Financial reporting standards

Listing Rules 19.13 and 19.25A provides that accountants’ reports and annual
accounts are required to conform with financial reporting standards acceptable
to the Exchange, which will normally be Hong Kong Financial Reporting
Standards (“HKFRS”) or International Financial Reporting Standards (“IFRS”):

As set out in Note 3 to Rule 19C.23, where the annual accounts of a Relevant
Issuer have been drawn up in conformity with alternative overseas financial
reporting standards in accordance with Listing Rule 19C.23, it will be granted
a grace period to adopt HKFRS or IFRS upon its Overseas De-listing to make
the necessary amendments to its internal controls to facilitate the change.
Such grace period will end immediately on the first anniversary of its Overseas
De-listing. This means that any interim and annual financial statements falling
due, and published, after the first anniversary of the Overseas De-listing shall
be prepared in accordance with either HKFRS or IFRS. This grace period is
automatic and an application to the Exchange is not required.

* Kk ok Kk

14 “Qualifying Exchange” as defined in Listing Rule 19C.01.
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