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Mutual Pariners (Hong Kong) Limited

Unit 2501, 25/F., Causeway Bay Plaza 1
489 Hennessy Road, Hong Kong
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July 30, 2003
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Securities and Futures Commission .
Corporate Finance Division 01 AUG 2003
8" Floor, Charter House, by eMan
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Re: Comments on the Consultation Paper on The Regulation of Sponsors and Independent Financial

Advisers
Please see aitached our comments as per the questionnaire as set out in Annex 3 of the subject
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ANNEX 3

SUMMARY OF QUESTIONS

ACCEPTABLE SPONSOR FIRMS
(Paragraphs 50 to 52 of Part B of the Consultation Paper)

We propose that to be eligible to act as a sponsor to a new applicant or & listed issuer, the

firm is required to be accepted by the Exchange for such purposes and admitted to a list of
acceptable sponsors maintained by the Exchange. The Exchange may refuse an application

as a sponsor or cancel a sponsor’s admission to the list if the Exchange considers that the
sponsor or applicant does not satisfy the criteria established in order for the firm to be
included on the list of acceptable sponsors maintained by the Exchange. We propose that all

first instance decisions inrelation to eligibility on application; on-going eligibility and
independence of a sponsor should be made by the Listing Division and subject to review, :f—
necessary, by the Listing Committee,  __ e

Q0.1 Do you agree with our proposal?
E( Yes

O No ; | -

— e

Please state re_asoy(.s.') Jor your view s L‘;cif;-'..thé.ﬁ#?-‘f?::? 7

,cnliaon

R

il

ACCEPTABLE IFAFIRMS & . — L i ..l‘li -

(Paragraphs 520 53 of PartB of the Consultamm Paper) e
Ch el Ll —w.d&“: I‘-;}.::--;‘.- -

We propose that only firms on the list of acccptable SPOTISOLS Of acceptable IFAs be eligible -

to act IFAs to issuers in relation to a connected party transaction. We propose that a process -

similar to that for admitting firms to the list of acceptable sponsors be adopted for IFA firms,

—
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Q.2 Do you agree with our proposal?

0 Yes

E/Na

Plenge state reason(s) for your view.

e Al o act &e o sponser b dffee.x Ao Hoat A anlfFR

T Yoo frians s S SL\-val be feex Wa-l-n.-.-_'!—g\-*(_.% s u.-g'ed
gy E,gi;ﬁ g L (ER Cu&#w&,-

ACCEPTABLE INDIVIDUALS __
(Paragraphs 54 to 59 of Part B of the Consultation Paper)

We propose that only individuals who:

(8)  are appropriately licensed/registered under the SFO;

—_—— s
o

(b)  work for a sponsor firm or IFA-firm (whichever is applicable} and are.eligible 7%~

.ﬂ"

supervisors or perform work under the supervision of an eligible supervisor; and s; ;.- s

{¢) arenot on the list of unacceptable individuals
may do sponsor work or IFA work.

0.3 Do you agree with our proposal?’ h

O Yes

& Neo

Please state reason(s) for your view._
&J:. N +{\.L. vt | o Ftrbmp X 31.. ”"_.0‘. fél«?v-"be L—LL,(_»—
st Mnawﬂmb Hor d- Qﬁgu‘ﬂﬁw Mame, Mfwucam&ﬁ‘wﬁ’

¥
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NN -

CRITERIA FOR INCLUSION ON THE LIST OF SPONSORS AND TFAs ™

Competence and experience of the sponsor and 1FA firms
(Paragraphs 60 to 66, 73 and 79 of Part B of the Consultation Paper)

We propose that the focus of our requirements will be on the experience of the individual
member of staff, rather than the sponsor firm or IFA firm and that sponsor firms have at least
four eligible supervisors and IFA firms have at least two eligible supervisors,

0.4 Do you agree with our proposal?

O Yes

& ¥ | g

- - _\‘.:.,,_‘.‘._'E.‘:sa;
Please state reason(s) for your view. . ,
iﬁggmu\x' o haceid gy tod pstd qw-e_»x( ;

vy r,,mﬁr' l_ﬂ.l;ﬁ.ﬁ._ll___h_ﬁﬁ'_
Mm&tfr'\ A de Vs nd peed - WMML&: .
;‘%v S &-—e, [FA h,..am_ ik At it ot 2 Lo Ll ik ova

TA«J m(f.e vﬂ«rf"uﬁ.&’ /(rffhe.»fv(" atp o 49-25' f.-m« Py (&Mﬁ-"”""’-{
Quatlification and experience criteria of eligible supervisors 3’-,;“,.5 . e
(Paragraphs 67 to 79 of Part B of the Consultation Paper) i

TR L T . S et lt‘a‘it-—"”‘ L

We propose to merge the requirements relating to qualification and experience criteria for
Principal Supervisors and Assistant Supervisars into a single new category called “eligible .
supervisors”. We also propose to recognize averseas experience derived from recognized

overseas exchanges (such as NYSE, NASDAQ, SGX, ASX, London Stock Exchange and”

Toronto Stock Exchange) for the purposes-of assessment of individuals. Accordingly, the -
experience requirement of the four eligible supervisors required in each sponsor ﬁrm‘ M 4‘;, :
proposed to be as follows: S

0 must have a minimum of 4 years of relevant corporate finance advisory expetience
derived in respect of companies listed on recognized stock exchanges or from other
channels, such as corporate finance experience gained ffom employment w1th an
issuer listed on the Exchange; = -

ki
. Lo Ll
. et \.!\L\hk.
e ganiaged "

T e {1 A LU W Fﬁdﬁa' '
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—

O  substantive involvement. in at least 3 significant transactions, which haye be S
completed. At least one of those transactions must be in respect of a company 1i

it T

on the Exchange. At least one transaction must have been an IPO and at leastone of”
the transactions must have been completed within the previous two years. These - .
requirements will be on-going requirements.

A substantive role means a role as a member of the sponsor firm’s core transaction team in
delivering or managing the delivery of one or more of the major components of due
diligence work undertaken in respect of an engagement.

The definition of “significant transactions” is proposed to include: (i) IPOs; (ii) very
substantial acquisitions or disposals (or their equivalent under the rules applicable to listing

on other recognised stock exchanges); (iii) major transactions (or their equivalent under the
rules applicable to listing on other recognised stock exchanges); (iv) connected and major
transactions (or their equivalent under the rules applicable to listing on other recognmed
stock exchanges); (V) a rights issue or open offer by a listed company (or their eqm_\_ralen;.
under the rules applicable to listing on other er recognised stock exchanges); and (vi) t&l&come‘;q%«b
subject to the Takeover Code (or its equlvalent in other recognised ]UHSdlCthl‘lS) Guidange . -
will be provided to clarify that transactions. lgyo_lvmg the production of an, exeHy w;R{ l;ﬁgx;g e
documents and the listing of investment companies will not be regarded as significant -
transactions.

We propose that the qualification and experience criteria for the two IFA eligible supemso;s'
in an IFA firm be the same as for sponsor eligible supervisors save for thelgnﬁ {lﬁp
fransaction expernience rqqmrement.

Q.5 Do you agree with our proposals?

o VU

. Lo S o o Nistinge T
0 Yes . ot vy ot

E/ No N

Lo | A B LS P . 1
Please state reason(s) for your view. ' -
%&M {)‘fta J;y..m mmi—.r I 0"“—*'/.'756— K.&—.»ﬂfm /ﬂ— 'ﬁﬂ
‘-M- l‘? ,£ . ;F-mut/ s ulisk L
it e g g miw LI
: ¢ g lorn k" i oy
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Other factors relevant to the eligibility criteria
(Paragraphs 80 to 81 and 86 to 94 of Part B of the Consultation Paper)

We propose to retain discretion for the Exchange to refuse or cancel a sponsor’s acceptance

during the assessment of thelr application. To provide clanty about the c:rcumstau_ces m ik
which the Exchange may consider exercising this discretion we will publish details of the
factors we will take into account in making an evaluation. The proposed factors include the
following:

00 ‘'The eligibility criteria requirements, including minimum capital, number of

eligible supervisors, experience of individual eligible supervisors, are not met;
—~——

0 The applicant is unable to satisfy. the Exchange that it will be able to discharge. 2. -
the obligations in paragraph 7 of the proposed Code of Conduct for Sponsors and
Independent Financial Advisers (these obligations include having effective
supervisory, monitoring and reporting controls, an effective compliance
function, adcquatc competence, professional expertise and human and techmcal e
resources and maintaining proper books and records); T F

——
-~

D Current suspension or revocation of regulatory status (mcludmg whm'e th.lls\:q i""i',i:'f'::*"-‘

.......... . v e Bintaees In

0 Suspension or revocation of regulatory status (including where this | }gr .
self-imposed as a result of settlement) that has expired but in relation to which,*
the applicant is unable to satisfy the Exchange that appropriate and smjcien;,“‘
remedlal steps have been taken, :

T oy

We propose that the same factors be taken mto account in determining the acceptébmty of :
TFAs as are taken into account for sponsors, save for the minimum capital adequacy -

requu'emeﬂt. . ‘i"Ul]SUrS and'ﬁ:"f o

~ng cifeetive s

— -
A

L . 'mhmc‘ﬁl 25

oS _?_,. ..
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0.6 Do you agree with our praposal?

O VYes ] .__'
E/No

Please state reason(s) for your view.

[fart- AVg ')-Lolﬁmd*‘-“-f;-,. h..,-lJA-C-kd.&.b‘—Cn-dLM--{_—
0y Ao Eﬂ:gﬁ=5"d$'_§fggn&ar1 acdl b 1& #M_A dg muagaaldl
Y-u-{g_m"b]U*u:. Asrd px rtohe.d EXEW. Spomsug and | s, huge Foba—
Dn"f.h. :2»&2_@_&{1 Svu.-AM MM (&uq&m \MMW: Any_Had- dﬂf

Minimum Capital Requirement of Sponsor Firms
(Paragraphs 82 to 85 of Part B of the Consultation Paper)

We propose that sponsor firms ate required to meet and maintain a mi:ﬁmum-c'::lpi‘gal" v
requirement of “total paid-up share capital and/or non-distributable reserves of not less than
HK$10 million represented by unencumbered assets and a net tangible asset value after
minority interests of not less than HK$10 million”. Should the sponser fi firm be unable to

meet the capital tequirement, we propose to accept as an altemative an unconditional and
irrevocable guarantee from a company within the sponsor group or an authorized mstitution % .

of not less than HK$10 million. -__ i
We do not propose that IFA firms should be subject to a similar requirement. . w&*“’ 2
0.7 (a) Do you agree with our proposal for sponsor firms? T

& No " ~ .- B

e state reason(s) for your view. . L iy
Tifl. Yelwlreinend T4 oo Al 7LM 4 MHWI capt
mbd..&-bé.af TN It .,.{“ i

_&“E‘EH‘ I': W'EL-—'%’S /gfcg‘l-:t’ﬂ‘ . A‘é‘;id'ﬁ l’lﬂd"f— ..u_:"‘..".'.
N\
X b A [ of o #o Dy upinke T
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e —

Q.7 (8 Do you agree with our praposal for IFA firms?
E( Yes .

= No

Please state reason(s) for your view.

We it o (FA Boums shadd wob be rafurae 4t kesp
Aa C\-C;yL. Py vy l‘,ﬂ"h;f,\.q_, ] ) L

Undertakings to the Exchange
(Paragraphs 95 to 97 of Part B of the Consultation Paper)

We propose that each of the sponsors and IFAs seeking to be admitted to the list of Sponsors '

or list of IFAs be required to declare that the contents of its application to be admitted to thcff"‘
list is true and does not omit any material fact. We also propose that each of the sponsors angf’
IFAs seeking ta be admitted to the list must sign an undertaking to the Exchange to comply . .
with the relevant Listing Rules applicable to sponsors or IFAs, including the proposed Code -
of Conduct for Sponsors and Independent Financial Advisers; and to assist the Exchange

with investigations, including by producing documents and answeting questions fully and .
truthfully. Furthermore, we propose that eligible supervisors be required to provide the. .
Exchange with a written undertaking in similar terms to that provided by sponsors firms and .
IFA firms. This will include an obligation to comply with the Listing Rules and the proposed-
Code of Conduct for Sponsors and Independent Financial Advisers. The proposed Code of -4+ .-
Conduct for Sponsors and Independent Financial Advisers includes an obligation that the e .
eligible supervisors and directors of sponsor firms and IFA firms use their best endeavours
to ensure the sponsor firm or IFA firm complies with its obligations under the Listing Rules

and the propased Code of Conduct for Sponsors and Independent Financial Advisers. A
breach of the undertaking will be deemed to be a breach of the Listing Rules and will be .
subject to disciplinary action. — .7

———

o lade o

s Fxchangd
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Q.8 Do you agree with our proposals? ___

0 VYes K e .
E/ No - :w, .

Please state reason(s) for your view.
?’ ¥

uolé-(-erzi«M ﬂa—uﬁi«#vwﬂg\m:z@ ?Fuw-:

do SLOFEC &L
_LLMLM@&W% ’

APPOINTMENT R
(Paragraphs 98 to 113 of Part B of the Consultation Paper) -

—_—

We propose to retain the requirement fhat new applicants (including deemed new applicants)
will be required to appoint a sponsor to assist them through the application process.

After the new applicant is listed, we propose that: _ W“‘
| . - Jﬁi Gz»wﬂ*ﬂ‘
(8)  For Main Board: the new applicant must appoint a sponsor firm as a financial adviser”
for a period ending on publication-of the financial results for the first full financial” w
year after the listing.

(b)  For GEM: the new applicant must appoint as sponsor firm as a financial adviser forat
least the remainder of the financial year during which the listing occurs and- the‘z*‘“" -
financial years thereafier (i.c. we propose to retam the period stipulated”in” the
emstmg GEM Listing Rules).

The issuer will not be obliged to. appomt the same sponsor firm who handled their PO, %"
During this period, the issuer will be obhged to sesk, on a timely basis, advice from the .
sponsor in relation to a number of prescribed events. The prescribed cucmns%q;s dﬁ&q“ »
services are proposed to include the pubhcanon of any regulatory anpouncement;
publication of any circular or financial report; where a notifiable transaction (connected or
otherwise) is contemplated including share issues and share repurchases; and momtonngthe e
use of the proceeds and adherence to the business plans as detailed in the prospectus. . 3

TNy - o
sl ‘L'\I\LI

HRNL

L P . . ,;1__“, ‘_,‘ "‘
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We also propose to retain the discretion to direct an issuer to appoint a sponsor. ﬁrm giies
provide it with advice for any period it specifies. This discretion may be used in the veat ‘o R
a breach of the Listing Rules or investigation of a possible breach of the Listing Rules,

We alsa propose to retain the requirement that listed issuers are required to appoint an [FAin

relation to connected party transactions that require any shareholders to abstain from voting

and transactions or arrangements that require controlling shareholders to abstain form voting.

We will clarify that an IFA must be a firm either on the list of acceptable Sponsors or list of
acceptable [FAs. .

0.9 Do you agree with our praposals?
0 Yes

[ir/.No

Please state reason(s) for your view.

fid l\'
gy 7(2(;..-!14&— L% w}sw MW%%MPJ_M :{Z wﬂf-'l:_l -

. ) . Lol u‘ A la"‘?:%
INDEPENDENCE - . - : s rom VoL e
(Paragraphs 114 to 123 of Part B ofthc Consultatlon Paper) e or
L SN hst"ﬁi"’g“"?

We propose that a sponsor must not act for any new apphcant or listed issuer, whetherasa .
sponsor or joint sponsor, from which it is not independent, The Exchange will expect a
sponsor to consider a broad range of factors that might impact on its ability 1o act
independently of an issuer. Some of these factors are considered below, but sponsors should

note that this list of factors of when & sponsor will not be regarded as independent is not.
exhaustive and the existence of other relationships or interests which might give rise t %
materia! interest in the success of a ‘transaction will be considered. The speclﬁed

circumstances are:

O a sponsor or any member of the sponsor’s group is holding more that 5% of the issued , . .
share capital of a new applicant; e =

g

e

1. whethdrasa~"
ot e Rs e
e L

-

113
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—

D the fair value of shareholding referred to above exceeding 15% of the consohdate_d G

net tangible assets of the sponsor group; R

O  asponsor or any member of the sponsor’s group is controlling the maJDnty F'Qith o
board of directors of the new applicant; oL

a a sponsor is controlled by or is under the same control as the new applicant;

O 15% or more of the proceeds raised from an IPO is applied 1o settle debts dueto a
member of the sponsor’s group;

0 a significant portion of the listing applicant’s operation is funded by the banking
facilities provided by a member of the sponsor’s group;

-

0  where a director or employee of the sponsor or a close family member of either a
director or employee of the sponsor has an interest in or business relationship with the -
new applicant; and

w conshigd o’ ;-
0  where the sponsor or a member of the sponsor 8 group is the new applicant’s : auchtorw T
or reporting accountant. L
T \|||\, 01 th.c. P

In addition to fulfilling the mdependence reqmrement as mentioned above, we also propose

that the Exchange will generally preclude from concluding that an IFA is independent if it

has served as a financial adviser to the relevant listed issuer, its subsidiaries or any of its -

connected persons any mgmﬁcant aSSIgnment within two years of appointment. - . . Ji‘*“ e
whis dud ta’ 'Um

We also propose to reqmre sponsors and IFAs to submit a declaration in respect’nf their

independence, addressing each category of potential conflict, at the beginning of any & .-
assignment, which requires the appomnncnt ofa sponsor or en IFA, e sankiog

=

Q.10 Do you agree with our proposals?

. e . o . -4l euther: We""‘:_:'-
D Yes . o .-.l\ahp“lu’rﬂ‘e!“l

E(NQ .

Please state reason(s) for your view.

Not+ m%ubmumﬁd ur'f-umswu-, Lrte M_Mﬁ '

gy *:gr»_g e g&_ltggz, s.wzhgg . wﬁqm e o
P ades péffzd HoaT spinerd and | e hoes] 4o sulait- 4 aﬂe(. ,
o nespect o4 el roeloptnilence, - ard ofe . .
?’A'é, ;LA c"%“ tgz m}-p—dz-a b('ef‘:,!-‘\-‘ F‘hu—/- o?”'brw" . ...".7’..‘\',“':"
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RESPONSIBILITIES

Reasonable investigations . —~

(Paragraphs 124 to 152 of Part B of the Cunsultatlon Paper) e Py
We propose that the Main Board and GEM Listing Rules be amended to require sponsors to |
conduct reasonable investigations to satisfy themselves that:

m) the new applicant is suituble for listing, the new applicant’s directors appreciate the
nature of their responsibilities and the new applicant and its directors can be expected
to honour their obligations under the Exchange Listing Rules and the Listing
Agreement;

g “non-expert sections” contained in the new applicant’s listing application and hstmg :wﬁ' £
documents are true and that they do not omit to state a material fact required.to be-
stated or necessary to avoid the statements being misleading; and

O there are no reasonable grounds to believe that the “expert sections” contained in the
new applicant’s listing application and listing documents are not true or omit to state
a material fact required to, be stated or necessary to avoid the statements bem'
misleading. _ e

We propose that sponsors be required to comply with a Code of Conduct that will set out,
among other things, the minimum due diligence a sponsor would be expected to undertake to
satisfy the obligations to conduct reasonable investigations we propose including in the

Listing Rules. o ‘\" . nd |

o Tistin
We propose that the Main Board and GEM Llstmg Rules he amended to require IFAS' ,’;""’“" o

-

a to take all reasonable steps to satisfy themselves that the terms and conditions 9#41@ Sk

transaction or arrangement are fair and reasonable and in the interest of the 1§sqeﬁ #{&d
its shareholders as a whole and that there are no grounds to believe that any expert .
advice or opinion relied on in relation to the transaction are not true or omit a matenal

e 2

fact; and o . Slned :rnhc o

O  tomake adeclaration in their reportqﬁthe due dlhgence they have performed&n ggﬁﬁ'ﬂﬁw,. .
toreacha conclusion that the terms of the relevant transaction or arrangement are faar e
and reasonable and in the interest of the issuer and its shareholders as a whole. :

PYEEIN ‘
RTORE TR . . . Y “!“dn.ﬁ'ﬂ\ctﬁﬂ'*

Coindme e
—_— -
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o1 " Do you agree with our proposals?

D VYes

@ No

Please state reason(s) for your view.

Z)(-&. gy gt Bt by shire o [ -7‘4“%: o QAALL.'!L"“M‘/
Ao 115 Ohe v zwinﬁnfm-t« Al pootite .

CODE OF CONDUCT FOR SPONSORS AND INDEPENDENT

FINANCIAL ADVISERS

(Annex 2) =

At Ammex 2 we set out the proposed Code of Conduct for Sponsors and Independ ik
Financial Advisers. m‘ s %‘

Q.12 Do you agree with the approach adopted in the proposed Code of Conduct jbr
Sponsors and Independent Financial Advisers?

] Yes
- L ,‘.';:H&J T‘ﬁ"’__-
I{No o . . ;.» wx

e state reason(s) for your view,”
. M’~m&&¢fMJH@H¥MﬁW7J/&
J'ﬂ“b J‘ Seed £s (B <), Qf)d‘f") amel () (1) mﬁéﬂ_
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. e

tT 320

Declaration by sponsors and lead underwriters in listing documents to be reglstered
(Paragraphs 153 to 165 of Part B of the Consultation Paper) :

We propose that both sponsars and lead underwnters (where the latter are different from the ol
former) should make a statement in listing documents regarding the extent of their due: o ',
diligence which would track the form of statement currently given to the Exchange: ona - -
private basis by sponsors subject to the modification noted below. A sponsor is also expected

to ensure that the document presents a fair impression of the issuer and that it has been

written in platn language. The sponsos’s due diligence obligation i3 modificd in respect of

reports and information published in a listing document with the consent of an expert. The

form of declaration proposed recognises this distinction, In respect of “non-expert sections”

of a listing document we propose that the following statement should be made “[Sponsor

firm and underwriter] confirm(s), at the date of this document, that afier reasonable P
investigation it believes/they believe and have reasonable grounds 1o believe that the
information set out in this listing document at [make specific references] is not materially

false or misleading” and, in respect of “expert sections”, an alternative test of due diligence

that “it/they have o grounds to believe and do not believe that the information set outin-

those sections of the listing document at [make specific references], which have been ©
prepared and authorised by [name], is materially false or misleading”. i

Q.13 Do you agree with ou_r. pfbpc;sals?.

0 Yes

b Jia expected
B/ No N
st Ok
o wresgierindd
Please state reason(s) jbr your view. 2
7"4,&. ot Hvo s“f‘hn.g,_ and Mrg&m&c._,_;\,-—ﬂb 5/;;‘7\‘3..;14 ' '
ad frod M&l“ﬂﬁ-é—{# ‘ TR
s . REES RIS
Cln Soave U ihe
.Il'§ '
R mhgeneg‘_;ggﬁ
....numudﬁhﬁ"siw o

e
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IFA Due¢ Diligence Declaration
(Paragraph 147 of Part B of the Consultation Paper)

We propose that [FAs are required to take all reasonable steps to satisfy themselves thatthe
terms and conditions of the transaction or arrangement are fair and reasonable and in the
interest of the issuer and its shareholders as a whole, and that there are no grounds to believe
that any information, expert advice or opinion relied on in relation to the transaction or
arrangement aré not true or omit 2 material fact. IFAs should include in their reports a signed
declaration setting out the due diligence they have performed in order to reach a conclusion
that the terms of the transaction or arrangement are fair and reasonable and in the interest of
the issuer and its shareholders as a whole.

Q.14 Do you agree with our proposais?
0 Fes | | - i

[E/ No -7

Please state reason(s) for your view, '
fde plon't 28 . TL‘"—‘ Y fatf 2 pes u‘{“ﬂ'ﬁ Awl_—
X poat e LBl ) :
e AdtesAir N n frms -W«.g
'{'L-A?‘ms pomdl_ ik n,M-{-‘-’-:

REPORT.[NG OBLIGATIONS D MO TO G e i elglied -
(Paragraphs 166 to 1‘70 of Part B of the Consultatmn Papet) Cceiuson

. A et . . it delorest 0 -
We propose to replace the requirement for an annual review with a certification pmcess and
a targeted programme of monitoring.

We propose to require sponsor ﬁrms and IFA firms and their eligible supervisors to submlt L
annual confirmations that fhey remain eligible to act in such capacity. In addition, they are i
required to report to the Exchange as soon as they became aware if they no longer satisfy the . ..
elipibility criteria set out in the Listing Rules or any information provided by them in
connection with their application or continued inclusion on the list of Sponsors or the list of f ot
IFAs has changed. The Exchange'may also conduct a specific review in relation to the = A;'_»_p
continued inclusion of the sponsor firm or IFA firm (or any of it's employees) if it becgmes- o

aware or has reason to believe that the suitability of the firm/individual may be in queg!;lg% ;
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-

include one or more of the following:

o Complaints;

0 Desk based reviews of transactions;
D Reviews of referrals;
8] Liaison with other agencies, professional or regulatory bodies;

O Meetings with management and other representatives from a spensor fim or IFA
firm; —

] On-site visits after prior notification;

O Reviews of notifications and confirmations from sponsors or [FAs;end . . .. oo

a Reviews of past services bi-ovided, and documentation produced, pursuanttothé}
Listing Rules by a sponser or an IFA. o

—

Q.15 Do you agree with our propasals?
0 JYes

g No

Plea.s'e State reason(s) Jor your wew

oo Hook, Jh G

. = T
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COMPLIANCE AND SANCTIONS _
(Paragraphs 171 to 181 of Part B of the Consultation Paper) —
We propose that sponsors and IFAs and their eligible supervisors and staff all be sub]ectto
diseiplinary sanction. As noted in paragraph 54 we do not propose having a list ofacceptable
directors and individual staff members who are not eligible supervisors. Thus, all persons
licensed as representatives to advise on carporate finance will be entitled to do gponsorship
or [FA work under the supervision of an eligiblé supervisor, unless they have been declared
to be an unacceptable person.

We propose disciplinary sanctions for sponsors and IFAs similar to those under the current

GEM Listing Rules, but with some variations for individuals. As with our sanctions for

issuers and directors, we propose a graduated hierarchy of shaming and disabling sanctions ic..-
that provide the flexibility to ensure the sanction is appropriate to the circumstances. Our AR
proposed sanctions are: R

—

0 Privatereprimand;

0  Public statement with criticism;

S a e C . busi i L -
Canl ALLth‘ahk‘W""‘“ ]

S,

O Public censure;

O Declaration that en individual is an- unacceptable person or cannot be aq ehglpll‘q

supervisor for a specified period of time;

sodechared

O Suspension of a firm from the list of acceptable sponsors or list of acceptable [FAs for a ‘
specified period of time; . '

. . . TR . - . el -
. AN M N

O Declaration that an mdxv:dual s an unacceptabla person or cannot be.‘an\hglble

supervisor; and Gur S
.‘.n. b

0 Removal of a firm from the list of acceptable spansors or list of acceptable IPAs,

——
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r— ‘,,,,,),,?.--gn‘ ot

Q.16 Do you agree with our proposals? o by S,
W ves . L
O No -

Please state reason(s) for your view.

ABILITY OF EXISTING GEM AND MAIN BOARD SPONSORS AND
IFAS TO MEET ELIGIBILITY CRITERIA FOR ACCEFTABLE LISTS s
(Paragraphs 186 to 189 of Part B of the Consultation Paper) R e

For those respondents to this Consultation Paper who are currently on the list of G
Sponsors or who currently perform or who have in the past 2 years performed work a8 ..
Sponsor to Main Board applicants for listing or have in the past 2 years acted as an IFA, we

would appreciate your response to the following questions:

0.17 Would you meet the proposed eligibiliy requirements for sponsor firms or IFA ﬁms
(whichever is applicable), including the requirement that sponsor firms have four.:.
eligible ‘supervisors' and -HK$10 ‘million capital or that IFAs have two -eligible=rr: _'3j
supervisors if those requirements: o ey o R

() wereineffecttoday? - ———

0 Yes
0 No
(b) were ineffect in 6 months fime2._ ol GEM T
Y. ook s
D fes L Cerm IPA we T
0 Ao ” ..-'..;.ﬁ_u’.-.-"
e o
. - T ’f." L
e T oA
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(c) were in effect in 18 months time?

——

O Yes
O No
(d) were in effect in 30 months years time?

0 Yes

O No

Ifyour answer to any of questions 17 (a)-(d) was negative, please state which criteria

CF MAILBOX

P 19/19

M“ aF

would cause your firm not to meet the requirements and comment on whether the
proposed transitional arrangements would give you a sufficient opportunity 0 meet
all the requirements? Would this change if the second transition period (in which
existing GEM sponsors would only be required to have 3 eligible supervisors to be o, -7
the list of acceprable spansars) was 2 years instead of 1 year? Do you have any other

suggestions or comments on how to address the issues arising out of the im
analysis at paragraphs 186 to 188 of Part B of this Consultation Paper?

WH TrEt
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