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Hong Kong Exchanges and Clearing Limited
12th Floor, One International Financial Centre
1 Harbour View Street, Central

Hong Kong

Email: response@hkex.com.hk

Dear Sir/Madam:

On behalf of the Asset Management Group (“AAMG”) of Asia Securities Industry & Financial Markets
Association (“ASIFMA”)! and its members, we submit herewith our responses to the Consultation
Paper on Capital Raisings by Listed Issuers (the “Consultation Paper”) issued by Hong Kong Exchanges
and Clearing Limited (“HKEx”) in September 2017.

AAMG and our members welcome and support HKEX's initiative to deal with capital raisings by listed
issuers that might not afford a fair treatment of minority shareholders and to address problematic
behaviours such as deeply discounted fund raisings, share consolidations and subdivisions that may
not only materially dilute the voting rights and value of public shareholders’ investments but also
result in a shortage of liquidity or an increase in price volatility, all of which jeopardizes Hong Kong’s
reputation for having an orderly, fair and informed market for the trading of securities.

We are grateful for the opportunity to respond to the proposals in the Consultation Paper and look
forward to their adoption and implementation in the very near future. If we can contribute further
to the thinking of HKEx on the sub'Iect of this Consultation or any other issues, please do not hesitate

to contact me at or Tel:-

Yours sincerely,

Eugenie Shen
Managing Director and Head of Asset Management Group
Asia Securities Industry & Financial Markets Association

1 ASIFMA is an independent, regional trade association with over 100 member firms comprising a diverse range of leading financial
institutions from both the buy and sell side, including banks, asset managers, law firms and market infrastructure service providers. Together,
we harness the shared interests of the financial industry to promote the development of liquid, deep and broad capital markets in
Asia. ASIFMA advocates stable, innovative, competitive and efficient Asian capital markets that are necessary to support the region’s
economic growth. We drive consensus, advocate solutions and effect change around key issues through the collective strength and clarity
of one industry voice. Our many initiatives include consultations with regulators and exchanges, development of uniform industry standards,
advocacy for enhanced markets through policy papers, and lowering the cost of doing business in the region. Through the GFMA alliance
with SIEMA in the United States and AFME in Europe, ASIFMA also provides insights on global best practices and standards to benefit the

region.
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Part B Consultation Questions

Please indicate your preference by checking the appropriate boxes. Please reply to the
questions below that are raised in the Consultation Paper downloadable from the HKEX
website at:
http://www.hkex.com.hk/eng/newsconsul/mktconsul/Documents/cp2017092.pdf

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

1. Do you agree with the proposal to disallow highly dilutive pre-emptive offers unless
there are exceptional circumstances?

Yes
O No

If your answer is “No”, please give reasons for your views.

2. Do you agree with the proposed 25% threshold on value dilution? If not, what is
the appropriate percentage threshold and the reasons for this threshold?

Yes
0 No
(Please specify the appropriate percentage threshold )

If your answer is “No”, please give reasons for your views.

We note that at least one of our members believes that a 25% threshold on
value dilution would still allow offers that are highly dilutive and that they would
like to see a 10% threshold instead.




Do you agree that the proposed requirements should also apply to share issuance
under a specific mandate?

Yes
0 No

If your answer is “No”, please give reasons for your views.

Do you agree with the proposal to aggregate rights issues, open offers and
specific mandate placings within a rolling 12-month period?

M Yes
O No

If your answer is “No”, please give reasons for your views.

Do you agree with the proposed method of calculating cumulative value dilution? If
not, what is the appropriate method?

Yes
J No
(Please specify the appropriate method )

If your answer is “No”, please give reasons for your views.




Do you agree with the proposal to extend the minority shareholder approval
requirement to all open offers (unless the new securities are issued under the
general mandate)?

M Yes
O No

If your answer is “No”, please give reasons for your views.

We welcome this proposal to extend the minority shareholder approval
requirement to open offers since approval based on votes of shareholders
attending general meetings may not be representative as turnout at these
meetings tend to be low as noted in paragraph 32 of the Consultation Paper.

Do you agree with the proposal to remove the underwriting requirement for pre-
emptive offers?

M Yes
0 No

If your answer is “No”, please give reasons for your views.

Do you agree with our proposal to require underwriters to be licensed persons
independent from the issuers and their connected persons?

Yes
O No

If your answer is “No”, please give reasons for your views.

Our members generally are more concerned with the underwriters being
independent from the issuers and their connected persons.
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10.

In view of paragraphs 72 and 73 of the Consultation Paper:

(a) do you agree that controlling shareholders should be allowed to act as

underwriters?
O Yes
M No

If your answer is “Yes”, please give reasons for your views.

(b) do you think that substantial (but not controlling) shareholders should be
allowed to act as underwriters?

0 Yes
M No

If your answer is “Yes”, please give reasons for your views.

Do you agree that compensatory arrangements should be mandatory when pre-
emptive offers are underwritten by connected persons?

M Yes
O No

If your answer is “No”, please give reasons for your views.
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11.

12.

13.

Do you agree with the proposal to remove the connected transaction exemption for
underwriting (including sub-underwriting) of pre-emptive offers by connected
persons?
M Yes
0 No

If your answer is “No”, please give reasons for your views.

Do you agree with the proposal to make it mandatory for issuers to adopt either
the excess application arrangement or the compensatory arrangement in rights
issues and open offers?

M Yes

J No

If your answer is “No”, please give reasons for your views.

Do you agree with the proposal to limit the excess applications by a controlling
shareholder and his/her/its associates to a maximum number equivalent to the
offer shares minus their pro rata entitiements?

M Yes

0 No

If your answer is “No”, please give reasons for your views.
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14.

15.

16.

Do you agree with our proposal to disallow the use of general mandate for placing
of warrants and options for cash consideration?

M Yes
O No

If your answer is “No”, please give reasons for your views.

Do you agree with the proposal to disallow any price discount of the initial
conversion price of convertible securities to be placed under general mandate?

M Yes
O No

If your answer is “No”, please give reasons for your views.

Do you agree with the proposal to require disclosure of the use of proceeds from
all equity fundraisings in interim and annual reports?

M Yes
O No

If your answer is “No”, please give reasons for your views.
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17. Do you agree with the proposal to impose a minimum price requirement on
subdivision or bonus issue of shares?

M Yes
1 No

If your answer is “No”, please give reasons for your views.

18. Do you agree with the proposed minimum adjusted price of HK$1? If not, what is
the threshold you consider appropriate: (a) HK$0.5; or (b) other?

M HK$1
O HK$0.5
[J Other (Please specify the appropriate threshold )

If you answer is “Other”, please give reasons for your views.

19. Do you support a demonstration period of six months? If not, please specify the
period you consider appropriate.

M Yes

J No
(Please specify the appropriate demonstration period

If your answer is “No”, please give reasons for your views.

-End -
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