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DEFINITIONS

TERM DEFINITION

“60-day Qualifying
Period”

As detailed further in note 3 of Rule 15A.35, a period of 60
consecutive business days to maintain the prescribed public
float capitalisation in order for stocks (or ETFs where the context
requires) to be eligible securities for structured product
issuances

“AQ” Refers to the term “Continuous Quotes” as defined under the
Rules

“AUM” Assets under management

“Call Price” A pre-determined price/level of a CBBC at which an MCE occurs
once the price/level of the underlying asset reaches such
price/level

“CBBC(s)” Callable bull bear contract(s)

“CCASS” The Central Clearing and Settlement System established and

operated by Hong Kong Securities Clearing Company Limited

“Chapter 15A”

Chapter 15A of the Rules

“Consultation Paper”

The Consultation Paper on Review of Chapter 15A — Structured
Products published on 30 September 2025

“CRA” Credit rating agency recognised by the Exchange
“DW(s)” Derivative warrant(s)
“ETF(s)” Exchange traded fund(s)

“Emulation Issue(s)”

Structured product(s) issued with substantially identical product
terms of an existing structured product

“Exchange” The Stock Exchange of Hong Kong Limited, a wholly owned
subsidiary of HKEX
“FAQ” Frequently asked questions published by the Exchange, which

aims to, inter alia, enhance transparency of how the Exchange
applies the Rules in specific circumstances

“Further Issue(s)”

A further issue of structured products to form a single series with
an existing structured product



https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2025-Review-of-Chapter-15A/Consultation-Paper/cp202509.pdf
https://www.hkex.com.hk/-/media/HKEX-Market/News/Market-Consultations/2016-Present/September-2025-Review-of-Chapter-15A/Consultation-Paper/cp202509.pdf
https://www.hkex.com.hk/Listing/Structured-Products/Guidance?sc_lang=en

TERM DEFINITION

“guarantor(s)” The legal person(s) that unconditionally and irrevocably
guarantees or otherwise secures a structured product issuer’'s
obligations under such issuer’s non-collateralised structured
products (as defined in Rule 15A.14)

“HKMA” Hong Kong Monetary Authority

“HKEX” Hong Kong Exchanges and Clearing Limited

“Holding Company”

In relation to a company, means another company of which it is
a subsidiary (as defined in Chapter 1 of the Rules)

“HSI”

Hang Seng Index

“Incentives”

Commission rebates or other incentive schemes in respect of
structured products

“Index Information”

The following information in relation to an index:

(a) a description of the index, the constituent stocks; and the
method of calculation;

(b) the identity of the party which sponsors and/or calculates the
index;

(c) the historic highs or lows for the last five years; and

(d) the closing spot level at the latest most practicable date

“Industry Principles

Industry Principles on Liquidity Provision for Listed Structured

on Liquidity Products published by issuers and posted on the Exchange’s
Provision” website in July 2012 (as updated from time to time)

“Launch A formal announcement in respect of the launch of each
Announcement” structured product for listing

“Launch Date”

The date of submission of term sheets to the Exchange by
issuers for approval to launch structured products for listing

“MCE” Mandatory call event. An MCE occurs when (a) the Spot Price is
at or below the Call Price in case of bull CBBCs; or (b) the Spot
Price is at or above the Call Price in case of bear CBBCs

“NAV” Means the net asset value (i.e. the aggregate of share capital

and reserves)

“New Product Guide”

Guide on Product Review and Approval Process for Listed
Structured Products published by the Exchange in July 2018 to
increase transparency of new product approval process (as
updated from time to time)



https://www.hkex.com.hk/-/media/HKEX-Market/Products/Securities/Derivative-Warrants/Industry-Principles-on-Liquidity-Provision-for-Listed-Structured-Products/principle.pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Products/Securities/Derivative-Warrants/Industry-Principles-on-Liquidity-Provision-for-Listed-Structured-Products/principle.pdf
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Structured-Products/guide_prap_2018.pdf?la=en
https://www.hkex.com.hk/-/media/HKEX-Market/Listing/Rules-and-Guidance/Other-Resources/Structured-Products/guide_prap_2018.pdf?la=en

TERM DEFINITION

“Prescriptive Product

Terms”

Specific requirements on product terms under the Rules as
detailed under paragraph 81 of the Consultation Paper

“Product Sheet(s)”

Product Sheet(s) containing specific product terms and liquidity
provision requirements for each type of structured products
approved by the Exchange, as published by the Exchange from
time to time on the Exchange’s website to provide guidance to
structured products issuers for product issuances

“QR”

Refers to the term “Quote Request” as defined under the Rules

“Regulated Entity”

An entity regulated by (a) the SFC for the conduct of the
business in dealing in securities in Hong Kong; (b) the HKMA,; or
(c) an overseas regulatory authority acceptable to the Exchange

“Rules”

The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (Main Board)

“Selected Overseas

Six main overseas structured products markets for comparison

Exchanges” with the Exchange, comprising Boerse Frankfurt, Boerse
Stuttgart, Euronext, Korea Exchange, SET and SGX

“SET” Stock Exchange of Thailand

“SFC” Securities and Futures Commission

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

“SGX” Singapore Exchange

“SIP Code” Code on Unlisted Structured Investment Products of the SFC
Handbook for Unit Trusts and Mutual Funds, Investment-Linked
Assurance Schemes and Unlisted Structured Investment
Products published by the SFC (as updated from time to time)

“SLD” Supplemental listing document containing the information
required by the Rules to support the specific structured product
issuances by issuers using a base listing document

“Spot Price” The current price/level of the underlying asset at the specified
time

“structured Listed structured products as opposed to unlisted structured

products” products, as the context may require, and “structured products

market” should be construed accordingly



https://www.hkex.com.hk/Listing/Rules-and-Resources/Guidance/Structured-Products/Products-Information/Product-Terms?sc_lang=en
https://www.sgx.com/
https://www.sfc.hk/-/media/EN/assets/components/codes/files-current/web/codes/section-iv-code-on-unlisted-structured-investment-products/Section-IV---Code-on-Unlisted-Structured-Investment-Products.pdf?rev=4630327fe77f490081a0730d6dc31b1b
https://www.sfc.hk/-/media/EN/assets/components/codes/files-current/web/codes/sfc-handbook-for-unit-trusts-and-mutual-funds/20241001-sfc-handbook-for-unit-trusts-and-mutual-funds-Eng-Final.pdf?rev=5ea9898c4dac4975b54eb015bf2bac1f
https://www.sfc.hk/-/media/EN/assets/components/codes/files-current/web/codes/sfc-handbook-for-unit-trusts-and-mutual-funds/20241001-sfc-handbook-for-unit-trusts-and-mutual-funds-Eng-Final.pdf?rev=5ea9898c4dac4975b54eb015bf2bac1f
https://www.sfc.hk/-/media/EN/assets/components/codes/files-current/web/codes/sfc-handbook-for-unit-trusts-and-mutual-funds/20241001-sfc-handbook-for-unit-trusts-and-mutual-funds-Eng-Final.pdf?rev=5ea9898c4dac4975b54eb015bf2bac1f
https://www.sfc.hk/-/media/EN/assets/components/codes/files-current/web/codes/sfc-handbook-for-unit-trusts-and-mutual-funds/20241001-sfc-handbook-for-unit-trusts-and-mutual-funds-Eng-Final.pdf?rev=5ea9898c4dac4975b54eb015bf2bac1f

TERM DEFINITION

“supplementary Supplementary listing document prepared to update information
listing document” contained in a base listing document




EXECUTIVE SUMMARY

Purpose

This paper summarises market feedback on our Consultation Paper proposals to amend
Chapter 15A governing the listing of structured products on the Exchange and contains
our conclusions to those proposals (see Chapter 3 of this paper).

Background

On 30 September 2025, the Exchange published the Consultation Paper seeking market
feedback on proposals to amend Chapter 15A governing the listing of structured
products on the Exchange. The six-week consultation period ended on 11 November
2025.

Responses Received

A total of 28 responses from a broad range of respondents were received to the
Consultation Paper.

A list of respondents to the Consultation Paper is set out in Appendix | to this paper.

The full results of a quantitative analysis of the responses are set out in Appendix Il to
this paper.

All the responses we received are available to view on the Exchange’s website (link)
(except from those respondents who indicated that they do not want their responses to
be published).

Summary

Having considered the responses to the Consultation Paper, the Exchange will adopt all
of its proposals outlined in the Consultation Paper, with some modifications and
clarifications as discussed in Chapter 3 of this paper.

Table 1 below summarises the Exchange’s key proposals in the Consultation Paper and
the way forward™:

1

As discussed in Chapter 3 of this paper, the Exchange will also make modifications and add clarifications to
some other proposals not set out in Table 1, as well as further housekeeping amendments to the Rules which
do not involve any change in policy direction.


https://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/Responses_Apr_2026?sc_lang=en

Table 1: Summary of the key proposals in the Consultation paper and the way forward

‘ PROPOSALS WAY FORWARD

l. Market Competitiveness

Key Product Requirements — effective on 1 May 20262

requirements for
Emulation Issues

identical product terms as those of
the existing issues except for issue
price and issue size.

Minimum issue price | Lower from HK$0.25 to HK$0.15. Adopt.
for DW issuances

Minimum issue price | No minimum issue price. Adopt.
for CBBC issuances

Minimum market Lower from HK$10 million to HK$6 Adopt.
capitalisation for million.

DWs and CBBCs at

issuance

Product terms Require Emulation Issues to have Adopt.

Rule Amendments other than Key Product Requirements — effective on 1 July 2026

requirement for
ETFs as underlying
securities

underlying securities based on AUM
(rather than public float
capitalisation).

Set minimum eligibility threshold
over the 60-day Qualifying Period at
AUM of HK$1 billion.

Entitlement ratio of Allow additional ratios of two, eight, Adopt.
DWs and CBBCs for | 20, 80, 200, 800, 1,000, and

one share thereafter in multiples of 500.

Eligibility Determine the eligibility of ETFs as Adopt.

Product terms
requirements

Delete the Prescriptive Product
Terms from the Rules and require
product issuance to be subject to the
product terms requirements to be
published from time to time by the
Exchange.

Adopt with modification to the
proposed Rule amendments
for clarification.

(Section 1.G of Chapter 3).

Terms and Allow electronic transfer through Adopt.
conditions in other Exchange-approved platforms.

respect of

settlement by

delivery

2 As a related amendment, the prescriptive minimum issue price requirement for structured products and
Emulation Issue will also be removed from the Rules (see Question 8 of the Consultation Paper and paragraphs
88 to 94) and stated in the updated Product Sheet for relevant product.

-6-




‘ PROPOSALS WAY FORWARD

Il Market Quality and Investor Protection — effective on 1 July 2026

Issuer eligibility Issuers must: Adopt.
requirements?

(a) have a minimum NAV of HK$5
billion;

(b) be a Regulated Entity; and

(c) obtain investment grade ratings
awarded by all CRAs from which
they have sought credit rating.

This eligible rating can be

obtained by issuers or guarantors

or (in case both of them are not
rated) any of their respective

Holding Companies; and include

the following additional

disclosures:

(i) credit ratings are for
investors’ reference only;

(i) where the credit rating of
Holding Companies is relied
upon for eligibility
assessment:

(1) identify the Holding
Companies and describe
their relationship with the
issuer and the guarantor;
and

(2) investors (A) shall have
no recourse against the
Holding Companies; and
(B) shall determine the
relevance and
significance of credit
ratings of the Holding
Companies.

(subject to transitional
period for existing
issuers and
guarantors — see
paragraphs 14 to 16)

If an issuer is unable to meet any
one of the above requirements, an
issuer may issue guaranteed issues
with the eligibility requirement being
satisfied by a guarantor fulfilling all of
the above eligibility requirements.

An eligible issuer may also issue Adopt with modification to the
guaranteed issues provided that proposed Rule amendments
such guarantor also satisfies all to clarify that, in the case of
proposed eligibility requirements. In | guaranteed issues by eligible
such case, each of the issuer and issuers, each of the issuer

3 Applicable to non-collateralised structured products only and the requirement(s) may be satisfied by a guarantor

in case an issuer fails to satisfy such requirement under the current Rules.

-7-



‘ PROPOSALS WAY FORWARD

the guarantor will be required to
individually comply with the Rules.

and the guarantor will be
required to individually
comply with the Rules to the
extent that such Rules are
applicable to the respective

party.
(Section 1I.A.5 of Chapter 3)

between the issuer
and the guarantor

(meaning any of the issuer’s Holding
Companies, subsidiaries and fellow
subsidiaries) may act as the
guarantor.

Continuing Additional requirement to comply Adopt.
obligation to comply | with the credit rating and the
with issuer eligibility | Regulated Entity requirements whilst
requirements any of the issuers’ structured
products are listed on the Exchange.
(subject to transitional
period for existing Allow a 12-month transitional period
issuers and for existing issuers and/or
guarantors — see guarantors to comply with the
paragraphs 14 to 16) | proposed new issuer eligibility
requirements.
Relationship Issuer’s other group companies Adopt.

Liquidity provision

Delete the requirement of providing

Adopt with further Rule

timeframe of interim
financial reports
after relevant interim
period end

from four months to three months.

obligations liquidity for at least 20 board lots amendments to remove the
from the Rules. note to paragraph 17(14) of
Appendix D1D* from the
Additional requirements to: Rules as a clarification
(a) mandate the minimum service change.
levels for liquidity provision _
specified in the listing documents | (Section II.D of Chapter 3)
to comply with the minimum
service levels as published by
the Exchange from time to time;
and
(b) comply with the minimum service
levels for liquidity provision
specified in listing documents.
Publication Shorten the publication deadline Adopt.

4 Regarding the exemption to provide liquidity during the first five minutes after the Exchange has opened for

trading.




‘ PROPOSALS WAY FORWARD

Publication of
consolidated
financial statements

Mandatory requirement to publish
consolidated financial statements for
issuers and guarantors that have
subsidiaries.

Adopt with modification to the
proposed Rule amendments
to clarify that, if an issuer or a
guarantor is a holding
company, it would only be
required to publish its
consolidated financial
statements and not also its
own financial statements.

(Section II.F of Chapter 3)

Continuing
obligations to
disclose and notify
the Exchange

(a) Additional requirement to
announce certain matters and
events concerning the issuers or
guarantors (e.g. change in
auditors, winding up) in addition
to informing the Exchange; and

(b) publish the trading reports.

Adopt.

Additional requirements to inform the
Exchange and announce the
following as soon as practicable:

(a) downgrade in rating outlook of
issuers and guarantors;

(b) a change in credit rating
(including downgrade in rating
outlook) of the Holding
Companies where the credit
rating of Holding Companies is
relied upon by the issuer or the
guarantor for eligibility
assessment;

(c) a change in regulatory status of
non-collateralised structured
product issuers and guarantors;

(d) a change in the particulars of
liquidity providers; and

(e) the disruption and resumption of
liquidity provision services.

Adopt with the following
modifications:

(a) issuers and/or guarantors
are required to (i)
announce any downgrade
(instead of any change) in
their credit rating as
disclosed in the listing
documents (including any
downgrade in their rating
outlook) ® and (ii) (where
credit ratings of Holding
Companies are relied
upon for eligibility
assessment) announce
any downgrade (instead
of any change) in credit
rating of the relevant
Holding Companies as
disclosed in the listing
documents (including any
downgrade in their rating
outlook)®; and

(b) regarding any change in
regulatory status, the
requirement only applies

5 Issuers and/or guarantors are required to inform the Exchange and announce any downgrade in their rating
outlook as soon as practicable. Please refer to paragraphs 219 to 225.

6 Where credit ratings of Holding Companies are relied upon by the issuers or the guarantors for their eligibility
assessment, the issuers or guarantors are required to inform the Exchange and announce any downgrade in
rating outlook of these Holding Companies as soon as practicable. Please refer to paragraphs 226 to 232.

-9-




‘ PROPOSALS WAY FORWARD

to any change in the
regulatory status of the
issuer or the guarantor (if
any) that is relied upon
for fulfilling the Regulated
Entity requirement as
disclosed in the listing
documents.

(Sections 11.G.1 and II.G.3 of
Chapter 3)

The Exchange’s Additional clarifications that the Adopt.
ongoing assessment | Exchange:

and regulatory (a) in assessing the suitability or

powers capability of an issuer, may also
have regard to, inter alia, the
same set of considerations in
respect of the issuer’s group
members;

(b) may impose restrictions and
conditions on the issuance of
structured products linked to any
eligible underlying assets;

(c) may require issuers to withdraw
the listing of existing products
that are held entirely by the
issuer or members of its group;
and

(d) may impose additional
requirements or conditions on the
issuance of structured products
by issuers under the
circumstances including, without
limitation, there has been an
adverse change in the financial
circumstances of the issuers, the
guarantors or their Holding
Companies (as the case may
be).

Additional clarification that the Adopt.
Exchange’s approval is required for
the appointment of a liquidity
provider that is not a member of the
issuer’s group.

Additional clarification that the Adopt.
Exchange will assess: (a) an issuer’s
or guarantor’s ongoing compliance
with the eligibility requirements; and

-10 -



‘ PROPOSALS WAY FORWARD

(b) an issuer’s performance in
issuing and managing structured
products issues (including but not
limited to liquidity provision).

In the case of guaranteed issues
issued by an eligible issuer, the
Exchange will conduct the
assessment described above
individually on each of the issuer and
the guarantor.

M. Market Efficiency — effective on 1 July 2026

Documentation for Remove the requirement to publish a | Adopt.
each product Launch Announcement. Consolidate
issuance disclosure requirements of a Launch
Announcement into requirements of:
(a) a stand alone listing document;
or (b) an SLD; and specify the
publication deadline.

Further Issues Publish a simplified version of an Adopt.
SLD in relation to a Further Issue
where the existing issue is non-
collateralised and issued pursuant to
a base listing document.

The issuer shall apply for listing of
Further Issues.

Information relating | Permit the exemption of the Adopt.
to underlying disclosure of Index Information
indices where: (a) the required information is

publicly available in English and
Chinese on the index compiler’s
website; and (b) a web link to such
website is included in the listing
documents.

Remove the specific exemption of
HSI from the Rule.

Offering of (a) Securities dealers that are also | Adopt.
Incentives issuers may offer Incentives;

(b) permitted Incentives are limited
to fee discounts only in respect of
Incentives schemes offered by
securities dealers in promoting
specific structured products;

(c) issuers are required to include
disclosures in the relevant listing

-11 -



‘ PROPOSALS WAY FORWARD

documents and publicity
materials; and

(d) clarify the meaning of issuer’s
group and “close associates” is
replaced with members of an
issuer’s group.

V. Other Rule Changes — effective on 1 July 2026

Authorised
representatives

Replace the requirement that one
authorised representative must be a
director with the requirement that
one authorised representative must
be a senior officer of the issuer or
guarantor.

Adopt with modification to
also allow a senior officer of
the issuer’s group or the
guarantor’s group (if
applicable) to be an
authorised representative
provided that he or she is
closely involved in the Hong
Kong structured products
business.

(Section 1V.B of Chapter 3)

Legal opinions in
respect of
guaranteed issues

Require legal opinions in respect of
guaranteed issues to also confirm
matters such as enforceability of the
guarantee, conformity with the
guarantor’s constitutional
documents, etc.

Adopt with further Rule
amendments to allow a
guarantee to cover structured
products which are issued
one year or more from the
date of the guarantee
pursuant to the relevant base
listing documents.

(Section 1V.C.1 of Chapter 3)

Timing for
submission of legal
opinions

Require legal opinions in respect of
issuers, guaranteed issues and
collateralised issues to be submitted
in draft form at the time of
submission of their respective first
draft of the base listing document or
stand alone listing document.

Adopt with modification to
allow legal opinions to be
submitted to the Exchange in
draft form as soon as
practicable (without
prescribing a specific
timeline).

(Section 1V.C.4 of Chapter 3)

Publication of other
financial information
provided to any
other exchange or
market

Require issuers and guarantors (in
the case of guaranteed issues) to
publish full details of any other
financial information they provide to
any other exchange or market.

Adopt with modification to
require publication of full
details of any other financial
information provided to any
other exchange or market to
the extent such information is
necessary to enable an
investor to make an informed
assessment of the financial

-12 -




‘ PROPOSALS WAY FORWARD

position of the issuer or, as
the case may be, the
guarantor and of the
structured products.

(Section IV.G.2 of Chapter 3)

Implementation of the Rules

9. The amendments to the Rules are set out in Appendix Il to this paper’. The amended
Rules will take effect on the following two effective dates (see paragraphs 10 and 12).
The reasons for setting different effective dates for the amended Rules are to (a)
facilitate earlier implementation of the Key Product Requirements given the strong
market support; and (b) allow sufficient time for existing issuers to update their listing
documents and market participants to implement any necessary system enhancement
in respect of the remaining amended Rules, thereby ensuring a smooth transition.

Key Product Requirements

10. The amended Rules relating to the Key Product Requirements will take effect on 1 May
2026.

11. The Exchange will also update the Product Sheet for each type of structured products
at the same time to reflect the Key Product Requirements. Structured products shall be
issued in accordance with the updated Product Sheets applicable to each product type.
The amended Rules relating to the Key Product Requirements (together with the
updated Product Sheets) will apply to structured products with a Launch Date falling on
or after 1 May 2026.

Other Rule Amendments

12.  The remaining amended Rules will take effect on 1 July 2026.

13. The Exchange will adopt the proposal to allow a transitional period of 12 months for
existing issuers and guarantors (with either structured products listed on the Exchange,
or a valid base listing document, as at 30 June 2026) to comply with the new issuer
eligibility requirements and the related disclosure requirements and ongoing obligations®
(the “New Eligibility Requirements”). Any new applicant who applies to become an
eligible issuer on or after 1 July 2026 is required to comply fully with the New Eligibility
Requirements and will not be subject to the transitional period.

7 The amended Rules set out in Appendix I to this paper have not taken into account the Rule amendments to
be made as a consequence of the implementation of the Uncertified Securities Market regime. Please refer to
the Information Paper on Rule Amendments to Implement an Uncertificated Securities Market and “Issuer
Platform” and the Amendments to the Main Board Listing Rules (Update No. 152) published by the Exchange.

8 Paragraph 16 of Appendix D1D and paragraph 4A of Appendix E5 to the amended Rules (see Part B of
Appendix Il1).

-13-
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Transitional Period for New Eligibility Requirements (for existing issuers and quarantors)

14. Existing issuers and guarantors (with either structured products listed on the Exchange,
or a valid base listing document, as at 30 June 2026) would have until (and including)
30 June 2027 (i.e. a 12-month transitional period starting from 1 July 2026) to comply
with the New Eligibility Requirements.

15. During the transitional period, existing issuers and guarantors (where applicable) that
are in the process of complying with the new issuer eligibility requirements® will continue
to be subject to the existing Rule obligations relating to issuer eligibility'™. To ensure
compliance on or before 1 July 2027, we expect existing issuers and guarantors to take
all necessary actions as soon as practicable and sufficiently in advance to allow
adequate time for the Exchange’s review.

16. Table 2 below provides a summary of the actions that existing issuers and guarantors
may take to demonstrate their compliance with the new issuer eligibility requirements
during the transitional period:

Table 2: Summary of actions for existing issuers and guarantors to demonstrate
compliance with the new issuer eligibility requirements during the transitional period

Current New Requirements Actions for existing issuers and

guarantors

Requirements

NAV Minimum NAV | Minimum NAV of HK$5 Submit to the Exchange the latest
requirement | of HK$2 billion audited and interim financial
billion™’ statements of the issuer or the
guarantor (as the case may be)
showing the required minimum
amount of total shareholders’ equity
Regulated Either: Requlated Entity Reqgulated Entity requirement
Entity and (a) be a requirement (a) submit to the Exchange
Credit Rating Regulated (a) must be a Regulated evidence of the regulatory status
requirements Entity'3; or Entity. that will be relied upon for
(b) obtain one fulfilling the Regulated Entity
of the top and requirement.
three
investment | Credit rating requirement | Credit rating requirement
(a) obtain investment (a) submit to the Exchange for
grade ratings review relevant information and

9 The date of the new or updated listing document complying with the New Eligibility Requirements will be
regarded as the date on which the relevant issuer and guarantor have complied with the new issuer eligibility
requirements. From that date onwards, such issuer and guarantor must comply with the New Eligibility
Requirements and the 12-month transitional period will cease to apply in respect of such issuer and guarantor.

0 See paragraph 148.

' Rule 15A.12 of the current Rules.

2. Rule 15A.12 of the amended Rules (see Part B of Appendix Ill).
3 Rule 15A.13(2) and (3) of the current Rules.
5 Rule 15A.13(3) of the amended Rules (see Part B of Appendix Il1).
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Current New Requirements Actions for existing issuers and

Requirements guarantors

grades from awarded by all CRAs supporting documents (e.g.

any CRA™ from which it has credit rating reports, group
sought credit rating; structure chart, guarantee and
and legal opinion, etc.) evidencing

(b) this eligible rating can that:

be obtained by an (i) existing issuer itself has
issuer or a guarantor obtained the requisite credit
or (in case both of rating(s); or
them are not rated) (ii) existing issuer being unrated
any of their and relies on the credit
respective Holding rating(s) of its Holding
Companies. Company whose credit

rating(s) satisfy the requisite
credit rating requirements; or

(iii) a guarantee structure is
adopted and existing issuer
relies on the credit rating(s)
of the guarantor (or if both
the issuer and the guarantor
are not rated, the credit
ratings of the guarantor’'s
Holding Company) whose
credit rating(s) satisfy the
requisite credit rating
requirements.

Disclosure in (a) Existing issuers and guarantors
Listing are required to revise their listing
Documents documents to comply with the

New Eligibility Requirements'”
(e.g. by issuing a new base
listing document, updating the
base listing document by way of
issuing addendums thereto or an
SLD upon each product
issuance); and

(b) after the Exchange has
approved the drafts, existing
issuers and guarantors are
expected to issue the revised
listing documents as soon as
practicable.

4 Rule 15A.13(1) of the current Rules.
6 Rule 15A.13(1) of the amended Rules (see Part B of Appendix I1).
7 Paragraph 16 of Appendix D1D to the amended Rules (see Part B of Appendix IlI).
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CHAPTER 1: INTRODUCTION

Number and Nature of Respondents

17. Wereceived 28 responses to the Consultation Paper from individuals and organisations.

18. Afull list of respondents to the Consultation Paper is set out in Appendix | to this paper.
A breakdown of these respondents is set out in Table 3 (for organisations) and Table 4

(for individuals) below.

Table 3: Organisational respondents by category

Organisation Category m %

Accounting Firm 1 5
HKEX Participant 1 5
Law Firm 2 10
Listed Company 2 10
Professional Body / Industry Association 3 15
Structured Products Issuer 10 50
Others 1 5
Total 20 100

-16 -



Table 4: Individual respondents by category

Individual Category Number %

Brokerage Firm Staff 1 12.5
Listed Company Staff 1 12.5
Staff at Structured Products Issuer 2 25

Investor 3 37.5
Others 1 12.5
Total 8 100
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CHAPTER 2: METHODOLOGY

19.

20.

21.

22.

23.

Purpose of the Exchange’s Methodology

In reviewing and drawing conclusions from the consultation responses, the Exchange’s
goal is to ensure that we come to a balanced view in the best interest of the market as
a whole and in the public interest.

The effectiveness of this process depends on the submission of original responses from
a broad range of respondents that give considered and substantive reasons for their
views. The Exchange’s methodology, accordingly, aims to accurately categorise
respondents and identify different viewpoints. In line with the Exchange’s past publicly
stated practice, this requires a qualitative assessment of the responses in addition to a
guantitative assessment.

Identifying the Category of a Respondent

In this paper, each respondent is categorised into an individual or an organisation and
according to whether their response represented the view of:

(a) for an organisation, one of the following: “Accounting Firm”, “Brokerage Firm”,
“‘HKEX Participant”, “Investment Firm / Asset Manager focusing on securities other
than structured products / derivatives”, “Investment Firm / Asset Manager focusing
on structured products / derivatives®, “Law Firm”, “Listed Company”, “Professional

Body / Industry Association”, “Prospective Structured Products Issuer”,

“Structured Products Issuer” or “Others”; and

(b) foranindividual, one of the following: “Accountant”, “Brokerage Firm Staff’, “HKEX
Participant Staff’, “Investor”, “Lawyer’, “Listed Company Staff’, “Staff at
Investment Firm / Asset Manager focusing on structured products / derivatives”,
“Staff at Investment Firm / Asset Manager focusing on securities other than
structured products / derivatives”, “Staff at Prospective Structured Products

Issuer”, “Staff at Structured Products Issuer” or “Others”.

This categorisation is based on each respondents’ indication in their submission.
Responses without an indication of the respondent’s capacity or with a clearly incorrect
capacity were re-categorised by the Exchange using the most appropriate description.

The Exchange categorised “Professional Bodies / Industry Associations” as a single
group rather than strictly assigning them individually to other categories (e.g., by
assigning qualified accountants’ associations to the “Professional Bodies / Industry
Associations” category instead of the “Accounting Firms” category). This is in line with
the Exchange’s past practice. Subjective judgement is required to assign professional
bodies to other categories, and some do not fit easily with other categories of
respondents.
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24.

25.

26.

27.

28.

29.

It is not the Exchange’s practice to categorise “Investment Firms / Asset Managers” by
the size of their assets under management for the purposes of analysing consultation
responses, as the Exchange believes that the size of an institution’s global assets does
not mean that we should necessarily attach more insight to their arguments or
viewpoints. This would also raise issues as to the treatment of representative bodies
that have considerable variances in number and type of members. Similarly, it is not the
Exchange’s practice to categorise professional bodies by their size and nature of their
membership.

Qualitative Assessment

The Exchange performed a qualitative analysis to enable it to properly consider the
broad spectrum of respondents and their views. A qualitative analysis enabled the
Exchange to give due weight to responses submitted on behalf of multiple persons or
institutions'®, and the underlying rationale for a respondent’s position.

The Exchange treated all responses equally under the assumption that all respondents
are sincere in the viewpoints they have expressed. Where a respondent raised points
that were more relevant to other questions in the consultation, the Exchange has
endeavoured to keep repetition between sections in this paper to a minimum by
summarising those comments in the most relevant section.

Quantitative Assessment

The Exchange also performed an analysis to determine the support, in purely numerical
terms, for the consultation proposals set out in the Consultation Paper. The result of this
quantitative analysis forms Appendix Il to this paper.

With respect to each consultation question that invited a yes/no response, each
response is placed into one of the following categories based on indication by the
respondents:

(a) support;

(b) not support; or

(c) nocomment.

Counting responses not respondents

For the purpose of its quantitative analysis, the Exchange counted the number of
responses received, not the number of respondents those submissions represented.
This means:

8 As stated in paragraph 29, for the purpose of the quantitative analysis, a submission made on behalf of multiple

persons is only counted as one response.
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30.

31.

32.

33.

34.

35.

(a) asubmission by a professional body is counted as one response even though that
professional body may represent many individual members;

(b) asubmission representing a group of individuals is counted as one response; and

(c) a submission by a law firm representing a group of market practitioners (e.g.,
structured products issuers or banks) is counted as one response.

However, when undertaking our qualitative analysis of responses, the Exchange has
taken into account the number and nature of the persons or firms represented by other
respondents.

The Exchange’s method of counting responses, not respondents they represent, is the
Exchange’s long established publicly stated policy.

Response Handling

Duplicate responses
No duplicate responses were identified among the 28 responses submitted.
Publication of responses

Two respondents indicated that they did not wish their responses to be published.
Except for these responses, all responses received are available to view on the
Exchange’s website (link).

19 respondents requested their responses be published anonymously. We have
included these responses in the list of responses published on the Exchange’s website,
identified by category only (e.g. “Individual”).

We counted these responses for the purpose of both our qualitative and quantitative
assessments of responses.
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CHAPTER 3: MARKET FEEDBACK AND CONCLUSIONS

36.

37.

38.

39.

40.

41.

PROPOSALS TO INCREASE MARKET COMPETITIVENESS

Minimum issue price for DW issuances

Proposals
We proposed to lower the minimum issue price for DWs from HK$0.25 to HK$0.15°.
Comments received

100% of the respondents (24 respondents) supported the proposal. Four respondents
did not provide any view or comment.

Respondents generally agreed that the proposal allows issuers to offer a wider range of
products, thereby promoting product diversification and better alignment with investors’
demand. One respondent further suggested removing the minimum issue price for DWs
entirely to provide issuers with even greater flexibility.

Apart from minimum issue price for DW issuance, eight supporting respondents also
made suggestions on the expiry period of structured products including: shortening the
minimum expiry period for DWs?° to three months, removing the maximum expiry period
for DWs and CBBCs?' or extending it to at least ten years, etc.

Our response and conclusion
In view of the strong market support, we will adopt the proposal?.

With regards to respondents’ suggestions to amend the expiry period (see paragraph
39), we do not intend to do so at this stage as it is outside the scope of this consultation.
Allowing issuers to choose a lower issue price for DWs will provide them with more
flexibility to choose an appropriate issue price for the existing minimum six-month expiry
period. There should be less of a need to allow a shorter minimum expiry period or
amend the maximum expiry period for structured products under the current Rules. The
Exchange will continue to monitor latest market development and assess whether any
amendment to the expiry period will be required in the future.

9 Question 1 of the Consultation Paper.
20 Under Rule 15A.38(1), the minimum expiry period for DWs is six months from the date of listing.

21 Under Rule 15A.38(5), the maximum expiry period for structured products (including DWs and CBBCs) is five

years from the date of listing.

22 As a related amendment concerning minimum issue price requirement, the prescriptive minimum issue price
requirement for structured products and Emulation Issue will also be removed from the Rules (see Question 8
of the Consultation Paper and paragraphs 88 to 94) and stated in the updated Product Sheet for relevant

product.
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42.

43.

44,

45.

46.

47.

48.

49.

50.

Minimum issue price for CBBC issuances

Proposals
We proposed to remove the minimum issue price requirement for CBBCs?3.
Comments received

92% of the respondents (23 respondents) supported the proposal and 8% (two
respondent) opposed it. Three respondents did not provide any view or comment.

Supporting respondents agreed that the removal of minimum issue price aligns with the
nature of CBBCs. It enhances product diversity and aligns better with investors’
preference.

One opposing respondent raised the concern that the minimum issue price for CBBCs
should not be lower than the minimum trading price of HK$0.01 (below which securities
could not be traded on the Exchange’s system).

Our response and conclusion
In view of the strong market support, we will adopt the proposal?.

Notwithstanding our proposal to remove the minimum issue price requirement for
CBBCs, as stated in the Consultation Paper?®, issuers cannot issue CBBCs below
HK$0.01 as the minimum trading price on the Exchange’s systems is HK$0.01.

Minimum market capitalisation for DWs and CBBCs

Proposals

We proposed to lower the minimum market capitalisation at issuance for (a) DWs and
(b) CBBCs from HK$10 million to HK$6 million if our proposals on the minimum issue
price of the respective product are adopted?®.

Comments received

68% of the respondents (15 respondents) supported the proposal and 32% (seven
respondent) opposed it. Three respondents commented but did not indicate a clear view
on the proposal and three respondents did not provide any view or comment.

One supporting respondent commented that lowering the minimum market capitalisation
requirement, in conjunction with the adoption of lower minimum issue prices, will

23
24

25
26

Question 2 of the Consultation Paper.

As a related amendment concerning minimum issue price requirement, the prescriptive minimum issue price
requirement for structured products and Emulation Issue will also be removed from the Rules (see Question 8
of the Consultation Paper and paragraphs 88 to 94) and stated in the updated Product Sheet for relevant
product.

Footnote 33 in the Consultation Paper.

Question 3 of the Consultation Paper.
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51.

52.

53.

54.

55.

56.

encourage more issuers to list these products, fostering innovation in both DWs and
CBBCs.

Another supporting respondent agreed that the proposal was aligned with the proposals
on the minimum issue price for DWs?” and CBBCs?® and ensures issuers will not be
required to increase the number of units of DWs and CBBCs (as the case may be) to be
issued solely because of the reduction (for DWs) and removal (for CBBCs) of the
minimum issue price.

One respondent suggested: (a) removing the minimum market capitalisation
requirement entirely to allow issuers to determine the appropriate issue size based on
commercial considerations; and (b) as an alternative, imposing a maximum issue size
requirement to prevent issuers from issuing oversized positions which may pose
systemic risks to the market. Another two respondents commented that the proposed
minimum market capitalisation of HK$6 million may still be too high.

Some respondents?® also suggested that, instead of referencing the minimum market
capitalisation at issuance, the Exchange may consider adopting: (a) a minimum “notional
value®®” of a structured product and/or (b) a minimum issue size (in terms of units of
structured products) specific to each structured product type.

Our response and conclusion
In view of the majority support from respondents, we will adopt the proposal.

With regards to respondents’ suggestion to further lower or remove the minimum market
capitalisation requirement or set a maximum issue size (see paragraph 52), we believe
our proposal already provides issuers with sufficient flexibility to determine product issue
size that aligns best with their risk appetite and other considerations. The minimum
market capitalisation requirement is intended to ensure that there is a sufficient supply
of DWs and CBBCs at issuance to meet investors’ demand. Therefore, the Exchange
does not intend to further lower the proposed minimum market capitalisation
requirement or set a maximum issue size.

The Exchange will retain the use of market capitalisation notwithstanding the alternative
suggestions by some respondents (see paragraph 53). Market capitalisation has been
used in the structured products market in Hong Kong for over 20 years for assessing
issue size and supply of structured products. It is also adopted by a maijority of the
Selected Overseas Exchanges to determine the minimum issue size requirement?’.

27
28
29

30

31

Question 1 of the Consultation Paper.

Question 2 of the Consultation Paper.

Including four supporting respondents, two opposing respondents and three respondents who did not indicate
a clear view on the proposal.

“Notional value” refers to the number of equivalent shares of the underlying assets of the structured product
multiplied by the price of the underlying assets. The number of equivalent shares of the underlying assets of
the structured product is determined based on the number of issuance units of structured products, as
converted in accordance with the entitlement ratio applicable to such structured products.

See “Issue size” in Appendix Il of the Consultation Paper.
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57.

58.

59.

60.

61.

62.

63.

64.

Investors are therefore more familiar with the concept of market capitalisation than
“notional value”.

Entitlement ratio of DWs and CBBCs for one share

Proposals

In relation to DW and CBBC issuances, we proposed to add additional entitiement ratios
to allow the issuances of structured products in units of: two, eight, 20, 80, 200, 800,
1,000, and thereafter in multiples of 500 for one share (or other security)32.

Comments received

96% of the respondents (23 respondents) supported the proposal and 4% (one
respondent) opposed it. Four respondents did not provide any view or comment.

Supporting respondents generally agreed that the addition of entitlement ratios would
provide issuers with greater flexibility to issue a wider range of products tailored to
investors’ demand, thereby promoting product diversity.

A few supporting respondents had differing views. Two respondents commented that
entitlement ratios allowing the issuances of eight, 80 and 800 units of structured
products for one share (or other security) in relation to DW and CBBC issuance may not
offer meaningful differentiation and may be confusing to investors. Another respondent
suggested removing the requirement on fixed entitlement ratios and allowing entitlement
ratios to be set at any integer level.

One opposing respondent commented that adding additional entitlement ratios was not
necessary after the reduction of the minimum issue price of DWs to HK$0.15. The
respondent commented that too many additional entitlement ratios were proposed.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the comments on additional entitlement ratios (see paragraph 60), the
proposal provides issuers with additional flexibility to issue DWs and CBBCs with
different entitlement ratios, rather than mandating the issuance at any particular
entitlement ratio.

With regards to comments that there may be too many entitlement ratios (see paragraph
61), we believe the additional entitiement ratios will not cause confusion as investors
should be familiar with checking the entitlement ratio®® of the structured products before
making their investments.

82 Question 4 of the Consultation Paper.
33 Investors should be used to checking the entitlement ratio of a structured product. For example, there are

currently DWs linked to the same underlying stock in the market with different entitlement ratios of 50, 100 and
500.
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65.

66.

67.

68.

69.

70.

71.

72.

73.

With regards to the comment regarding allowing entitlement ratio to be set at any integer
level (see paragraph 60), the Exchange will continue to monitor latest market
developments and assess whether any amendment to the entitlement ratios will be
required in the future.

Product terms requirements for Emulation Issues

Proposals

We proposed to require Emulation Issues to have identical product terms as existing
issues except for issue price and issue size3*.

Comments received

83% of the respondents (19 respondents) supported the proposal and 17% (four
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and three respondents did not provide any view or comment.

Supporting respondents agreed that the proposal enhances transparency and
consistency and facilitates price comparison between Emulation Issues and the existing
issues.

Of the respondents who supported the proposal or did not indicate a clear view, four
respondents nevertheless suggested an alternative approach by: (a) removing the
concept of Emulation Issues entirely; and (b) reducing the minimum expiry period for
DWs from six months to three months (see paragraph 39 above). They took the view
that ifissuers are allowed to issue DWs at a lower issue price with a shorter expiry period
(e.g. three months), they will no longer need to issue Emulation Issues.

Two opposing respondents commented that the proposal may not be meaningful as
there is no evidence showing investors currently have difficulties in price comparison of
Emulation Issues. On the other hand, it may lead to concentration risk in extreme cases
where there are too many products with an identical strike price and expiry period.

Another opposing respondent suggested taking a more flexible approach. They
suggested, for example, allowing Emulation Issues to differ slightly from existing issues
in terms of expiry date (by one to five trading days longer than that of the existing issue)
and exercise price (at least one spread lower for calls or higher for puts, or within a 0.5%
range for unlisted underlying assets), to encourage product innovation and
diversification.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

Notwithstanding respondents’ suggestion to remove the concept of Emulation Issues
(see paragraph 69), we consider that Emulation Issues should be maintained to facilitate

34 Question 5 of the Consultation Paper.

-25-



74.

75.

F.A

76.

77.

78.

79.

competition with existing products issued and deter price anomalies caused by short
supply. Please also refer to our response in paragraph 41 regarding the minimum expiry
period for DWs.

With regards to respondents’ comment on potential concentration risk (see paragraph
70), while our proposal intends to provide market flexibility, issuers should assess the
market risk, taking into account their risk appetite, existing positions, liquidity of the
underlying assets, etc, before launching any product issues or Emulation Issues.

With regards to respondents’ suggestion for Emulation Issues to differ slightly from the
existing issue in terms of expiry period and exercise price (see paragraph 71), as stated
in the Consultation Paper®, we consider this suggestion to be contrary to the rationale
of our proposal to facilitate price comparison amongst Emulation Issues and existing
issues.

Eligibility requirement for ETFs as underlying securities

Referencing AUM rather than public float capitalisation
Proposals

We proposed to determine the eligibility of ETFs® as underlying securities (for
structured products linked to single ETF) based on the AUM (rather than “public float
capitalisation”) of ETFs®’.

Comments received

96% of the respondents (22 respondents) supported the proposal and 4% (one
respondent) opposed it. One respondent commented but did not indicate a clear view
on the proposal and four respondents did not provide any view or comment.

Supporting respondents generally agreed that it is more relevant and practical to use
AUM to assess the liquidity and market significance of an ETF, and therefore the use of
AUM as an eligibility criterion for ETFs is more appropriate. One respondent suggested
including liquidity of ETFs as an additional eligibility criterion.

The respondent opposing the proposal did not provide substantive reasons.

35 Paragraph 69 of the Consultation Paper.

36 As at the time of publication of this paper, ETFs that are considered complex products, or very likely to be
considered complex, such as synthetic ETFs, futures-based ETFs and virtual asset related ETFs (see (a) the
non-exhaustive list of complex products posted on the SFC website and (b) the Joint Circular on intermediaries’

virtual asset-related activities issued by the SFC and the HKMA on 22 December 2023) are generally not eligible

as underlying securities. In addition, leveraged and inverse products are not eligible as underlying securities.
The Exchange will continue to monitor market developments and review the suitability of underlying securities
from time to time.

37 Question 6 of the Consultation Paper.
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80.

81.

F.2

82.

83.

84.

85.

86.

87.

88.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

The liquidity of ETFs is supported by market makers and the creation and redemption
of units by participating dealers. It is therefore not meaningful to include liquidity of ETFs
as an additional eligibility criterion.

AUM of at least HK$ 1 billion
Proposals

With the proposed change of reference to AUM for assessing eligibility of ETFs (as
stated in paragraph 76), we proposed to change the eligibility threshold for an ETF as
an underlying security for structured product issuances linked to a single ETF to at least
HK$1 billion (instead of HK$4 billion) over the 60-day Qualifying Period®.

Comments received

95% of the respondents (21 respondents) supported the proposal and 5% (one
respondent) opposed it. Six respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal allows a broader range of
ETFs to become eligible underlying securities, which in turn promotes the growth of
ETFs market in Hong Kong. Two supporting respondents also commented that the
liquidity of ETFs is contributed by market makers with continuous quoting obligations
which further supports the proposed threshold.

One respondent reiterated their suggestion of adding liquidity of ETFs as an additional
eligibility criterion (see paragraph 78). The respondent opposing the proposal did not
provide substantive reasons.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to a respondent’s suggestion of adding liquidity of ETFs as an eligibility
criterion, please refer to our response in paragraph 81.

Product terms requirements

Proposals

We proposed to delete the Prescriptive Product Terms requirements from the Rules and
require product issuance be subject to the permitted product terms to be published from
time to time by the Exchange®.

3 Question 7 of the Consultation Paper.
39 Question 8 of the Consultation Paper.
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90.

91.

92.

93.

94.

95.

96.

Comments received

100% of the respondents (25 respondents) supported the proposal. One respondent
commented but did not indicate a clear view on the proposal and two respondents did
not provide any view or comment.

Respondents generally agreed that the proposal enables the Exchange to introduce or
update product term requirements promptly, which in turn promotes a more agile and
responsive regulatory framework in response to market development.

Of the respondents who supported the proposal, two respondents commented that any
changes to existing product terms (particularly those affecting liquidity provision
requirements) could cause discrepancies and operational challenges for issuers if such
changes are implemented without sufficient prior notice or market consultation. Another
respondent emphasized the importance of communication with issuers for any change
to the product terms.

Two supporting respondents sought clarification on: (a) the scope of the product terms
to be published by the Exchange; and (b) the procedures for the publication and
amendments of the product terms.

Our response and conclusion

In view of the strong market support, we will adopt the proposal. The Exchange will also
modify the proposed amendments to Rule 15A.36(1) of the amended Rules (see Part A
and Part B of Appendix lll) as clarification changes.

The Exchange will engage with issuers and, where appropriate, consult their views
before implementing any changes to the product terms and requirements in the Product
Sheets. Once the changes are finalised, the Exchange will notify issuers and publish the
updated Product Sheets with the expected effective dates to ensure the market is
informed with sufficient notice.

Terms and conditions in respect of settlement by delivery

Proposals

We proposed, in relation to structured products which are, or which may be, settled by
delivery of the underlying securities or assets, to also allow the relevant terms and
conditions to provide for electronic transfer for settlement of underlying securities or
assets through settlement platforms other than CCASS, as approved by the Exchange*.

Comments received

100% of the respondents (22 respondents) supported the proposal. Six respondents did
not provide any view or comment.

40 Question 9 of the Consultation Paper.
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98.

99.

100.

101.

102.

103.

Respondents generally agreed that the proposal promotes flexibility for product
development and aligns with the market trend towards digitalisation and operational
efficiency.

A few supporting respondents highlighted the importance of ensuring that any approved
settlement platforms are robust, secure, and interoperable with existing market
infrastructure, and that the Exchange should communicate with and consult the issuers
prior to implementing any change to the existing settlement platforms or introducing new
settlement platforms.

Our response and conclusion

In view of the strong market support, we will adopt the proposal. The Exchange will
engage with issuers and, where appropriate, consult their views before approving
settlement or execution through platforms other than CCASS in the future.

PROPOSALS TO ENHANCE MARKET QUALITY AND INVESTOR
PROTECTION

Issuer Eligibility Requirements

NAV Requirement
Proposals

We proposed that the minimum NAV requirement should be increased from HK$2 billion
to HK$5 billion*'.

Comments received

64% of the respondents (16 respondents) supported the proposal and 36% (nine
respondents) opposed it. Three respondents did not provide any view or comment.

Supporting respondents agreed that the proposal enhances investor protection by
ensuring that issuers have a more substantial asset base, which provides additional
assurance to investors regarding the financial strength of issuers. They also noted that
the total market size of listed structured products in Hong Kong has increased
significantly over the past 20 years.

Opposing respondents made the following comments:

(@) Basis of the proposal: one respondent commented that the notional value of
structured products in issuance (as referred to in the Consultation Paper?) is not
equivalent to investors’ actual credit risk exposure and therefore not relevant for

41 Question 10 of the Consultation Paper.

42 As stated in paragraphs 103 to 104 of the Consultation Paper, the notional value of structured products in
issuance refers to the number of units of structured products which have been issued, multiplied by the closing
prices of such structured products as of the relevant period.
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determining the NAV threshold. Another respondent suggested referencing the
average outstanding notional value of structured products sold by issuers as a
benchmark;

The proposed minimum NAV requirement is too high: four respondents
commented that the proposed minimum NAV requirement of HK$5 billion is too
high. Four respondents commented that the increased NAV threshold may be of
limited incremental value to investors, noting that: (i) the current minimum NAV
requirement of HK$2 billion has already provided sufficient safeguards; and (ii) the
financial resources requirements applicable to Regulated Entities have also
provided robust investor protection. Respondents have also proposed alternative
suggestions such as lower NAV threshold or a qualitative risk-based framework?*?;

Requirements in Selected Overseas Exchanges: two respondents commented
that the proposed minimum NAV requirement is higher than those required in the
Selected Overseas Exchanges; and

Potential entry barrier for smaller-sized issuers: one respondent commented that
the proposed minimum NAV requirement of HK$5 billion may be challenging for
smaller-sized issuers and/or issuers requiring foreign entities to be guarantors. To
fulfil the proposed NAV requirement, issuers may need to alter their corporate and
capital structure or adopt a guarantee structure, which may result in significant
legal, operational and compliance costs.

Our response and conclusion

104. In view of the majority support from respondents, we will adopt the proposal.

105. With regards to respondents’ comments (see paragraph 103):

(@)

“Structured products sold by issuers” versus “structured products in issuance”

The market or notional value of structured products sold by issuers refers to the
number of structured products held by investors at a specific point in time. It
represents the prevailing worth and exposure of the issuers’ outstanding positions,
which is dynamic and subject to investor demand for the structured products. The
market value of structured products in general are subject to fluctuations in the
market price of the underlying assets.

43 The alternative suggestions proposed by respondents include:

(a) four opposing respondents suggested raising the minimum NAV threshold to HK$3 billion (two
respondents) or HK$4 billion (two respondents) as a balanced approach that demonstrates regulatory
effort without imposing excessive barriers;
one opposing respondent suggested (i) retaining the current minimum NAV requirement of HK$2 billion;
(i) mandating the proposed Regulated Entity and credit rating requirements; and (iii) providing more
flexibility for foreign issuers under guarantee structures (e.g. applying a streamlined recognition of the
home-jurisdiction regulation or ratings); and
one opposing respondent suggested implementing a risk-based framework that evaluates the issuer’s
regulatory status, product risk profile and actual market exposure, instead of applying a uniform minimum
NAV requirement to all issuers.

(b)

(c)
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On the other hand, the notional value of structured products in issuance (that the
Exchange considered when setting the proposed minimum NAV requirement)
refers to the total number of structured products that can potentially be sold to
investors. It provides a better indication of the potential exposure that issuers are
subject to, and is therefore more relevant when determining the minimum NAV
requirement.

(b)  Proposed NAV threshold of HK$5 billion

As stated in the Consultation Paper*4, the proposed NAV threshold of HK$5 billion
is commensurate with the growth and issuance level of the Hong Kong listed
structured products market. Having considered the alternative suggestions
proposed by the respondents, we believe our proposed NAV threshold of HK$5
billion sets a clear minimum standard for issuers and is appropriate to ensure that
issuers (or in the case of guaranteed issues, guarantors) have sufficient assets to
support current issuance levels.

(c) Comparing against the Selected Overseas Exchanges

As stated in the Consultation Paper®, it is prudent to set a higher issuer eligibility
requirement (including the minimum NAV requirement) for the Hong Kong listed
structured products market in view of the relatively high issuance levels, trading
volumes and retail participation in our market compared to the Selected Overseas
Exchanges. Therefore, we consider the proposed NAV threshold of HK$5 billion
is suitable notwithstanding that it is higher than the thresholds set by the Selected
Overseas Exchanges.

(d)  Entry requirements for smaller-size issuers

If an issuer is unable to meet the minimum NAV requirement (as one of the issuer
eligibility requirements), it may issue guaranteed issues with all the eligibility
requirements being satisfied by a guarantor*®. The proposal sets out a bright line
eligibility standard, thereby providing an open opportunity for all types of issuers.

A.2 Regulated Entity Requirement

Proposals

106. We proposed to impose a mandatory requirement that issuers must be Regulated

Entities*’.

44
45

46
47

Paragraph 103 of the Consultation Paper.

Paragraph 105 of the Consultation Paper. As also stated in paragraphs 3 and 4 of the Consultation Paper, the
Exchange accounted for approximately 65% of global total turnover in structured products in 2024 and the
average daily turnover of structured products in Hong Kong was around HK$11.8 billion.

See paragraph 121.

Question 11 of the Consultation Paper.
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108.

109.

110.

111.

112.

A3

113.

Comments received

96% of the respondents (22 respondents) supported the proposal and 4% (one
respondent) opposed it. Five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal would (a) enhance the
quality of issuers by ensuring they meet the qualifications and requirements as
Regulated Entities; (b) strengthen investor protection and uphold market integrity; and
(c) align with international standards.

Four respondents suggested that the Exchange: (a) provides a list of regulatory
authorities acceptable to the Exchange; or (b) provides guidance on the criteria for
assessing the acceptability of regulatory authorities. They thought that such information
would provide greater certainty to potential issuers and facilitate their understanding of
the eligibility requirements.

One respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion

With regards to the respondents’ suggestions (see paragraph 109), the Exchange will:
(a) provide, on the Exchange’s website, the regulatory authorities which issuers rely on
to fulfil the Regulated Entity requirement; and (b) update its FAQs to provide guidance
on the factors that the Exchange considers when assessing the acceptability of any
other regulatory authority (e.g. whether such regulatory authority adheres to
international standards of supervisory practices).

In view of the strong market support, we will adopt the proposal. We will modify the
proposed Rule amendments* by replacing “overseas regulatory authority” with “other
regulatory authority” to avoid unintended geographic limitations and clarify that the
Exchange will consider any regulatory authority within or outside Hong Kong for the
purpose of compliance with the Regulated Entity requirement.

Credit Rating Requirement
Proposals

We proposed to mandate that an issuer obtains investment grade ratings from all of the
CRAs from which it has sought a credit rating. We also proposed additional disclosure
requirements in listing documents as stated in paragraph 99(c) of the Consultation
Paper®.

48 Rule 15A.13.
49 Question 12 of the Consultation Paper.
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Comments received

114. 55% of the respondents (12 respondents) supported the proposal and 45% (ten
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and four respondents did not provide any view or comment.

115. Supporting respondents generally agreed with the rationale of the proposal to include
credit rating as an additional mandatory eligibility requirement.

116. Opposing respondents made the following comments®:

(@) Mandatory credit rating requirement is unnecessary: four respondents commented
that the current regulatory framework already provides sufficient investor
protection. Issuers or guarantors that are Regulated Entities are required to satisfy
applicable financial resources requirements, in addition to the current minimum
NAV requirement of HK$2 billion. Two respondents made reference to the SIP
Code, which requires issuers of unlisted structured products to either: (i) be a
Regulated Entity; or (ii) have a credit rating of the top three investment grades
awarded by at least one rating agency of international standing and reputation
which is acceptable to the SFC; and

(b)  Uncertainty in obtaining credit ratings from the CRAs: one respondent commented
that some issuers (or guarantors or their respective Holding Companies, as the
case may be) may not be able to obtain investment grade ratings from the three
CRAs due to reasons unrelated to the relevant issuers (or guarantors or their
respective Holding Companies). Further, they stated that there is no standardised
rating methodology among the CRAs (e.g. one CRA may take a view very different
from those of the other CRAs) and this may jeopardise the eligibility of an issuer.

117. Five respondents suggested that the Exchange takes an alternative approach, for
example, requiring investment grade ratings from any one or two CRAs instead of all the
CRAs from which a credit rating has been sought. Two respondents suggested that the
Exchange publishes a list of CRAs recognised by the Exchange or provide guidance on
the criteria for the recognition of a CRA.

Our response and conclusion
118. With regards to the respondents’ comments (see paragraph 116):

(@) While there may be similar credit rating or financial resources requirements under
other regulatory regimes (e.g. the licensing regime under the SFO for conducting
regulated activities, or the SIP Code applicable to the issuance of unlisted
structured investment products), such requirements are imposed to meet the
intent and objectives of those regulations. Our proposal includes credit rating as a
minimum mandatory eligibility requirement to enhance protection for investors who
invest in structured products listed on the Exchange; and

50 Respondents have reiterated the same comments regarding the mandatory credit rating requirement in their
responses to Questions 13, 14, 15, 28 and 29 of the Consultation Paper.
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120.

A4

121.

122.

123.

124.

(b) under the existing Rules®' and consistent with the current practice, the Exchange
may, from time to time, consider and accept additional credit rating agencies to be
CRAs as appropriate. Issuers should consult the Exchange for guidance if they
wish to rely on the rating from a credit rating agency that is not a CRA.

With regards to the alternative approaches proposed by the respondents (see paragraph
117), our proposal already provides for the acceptance of: (a) an issuer obtaining any
investment grades instead of the top three investment grades; and (b) the credit rating
of an issuer’s or a guarantor’s Holding Company?®? for the purpose of fulfilling the credit
rating requirement. This should provide sufficient flexibility for issuers meeting eligibility
requirements while, at the same time, enhancing their quality.

In view of the majority support from respondents, we will adopt the proposal. The
Exchange will set out the list of CRAs (as updated from to time) in the FAQs.

Guaranteed Issues
Proposals

We proposed that, where an issuer fails to fulfil any of: the proposed NAV requirement;
the Regulated Entity requirement; and the credit rating requirement, the issuer may
issue guaranteed issues with the eligibility requirements being satisfied by a guarantor
fulfilling all of these requirements®.

Comments received

70% of the respondents (16 respondents) supported the proposal and 30% (seven
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and four respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal provides a useful alternative
which will encourage issuer diversity. They also noted that the proposal is in line with
current Rules.

Two opposing respondents suggested an alternative approach under which the
proposed minimum NAV, Regulated Entity and credit rating requirements may be
satisfied “collectively” by the issuer and the guarantor (i.e. the issuer and the guarantor
need not each independently satisfy all the eligibility requirements)*.

5" Rule 15A.13(1).

52 The Exchange proposed that the requisite credit ratings should be obtained by: (a) the issuer (or, in case the
issuer is not rated, the issuer’s Holding Companies); or (b) in case of guaranteed issues, the guarantor, or (in
case the guarantor is not rated) the issuer, or (in case neither the guarantor nor the issuer is rated) any of the
guarantor’s Holding Companies, or (in case none of the guarantor, the issuer or the guarantor’s Holding
Companies is rated) any of the issuer’s Holding Companies (see Question 12 of the Consultation Paper).

53 Question 13 of the Consultation Paper.

5 Two opposing respondents repeated the same comment they made in response to Question 12 of the
Consultation Paper regarding the proposed mandatory credit rating requirement (see paragraphs 116 to 117).
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129.

130.

131.

132.

Our response and conclusion
In view of the majority support from respondents, we will adopt the proposal.

With regards to the respondents’ suggestion (see paragraph 124), we believe that the
proposed NAV, Regulated Entity and credit rating requirements are the minimum
standard in respect of issuer eligibility to be met individually by an issuer or a guarantor
to enhance quality, and therefore cannot be met collectively in combination by both.

Guaranteed Issues by Eligible Issuers
Proposals

We proposed that (a) an eligible issuer may issue guaranteed issues provided that the
guarantor also satisfies the proposed NAV requirement, the Regulated Entity
requirement and the credit rating requirement; and (b) in such cases, each of the issuer
and the guarantor is required to individually comply with the Rules®®.

Comments received

64% of the respondents (14 respondents) supported the proposal and 36% (eight
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and four respondents did not provide any view or comment®®,

Some respondents®” sought clarification on the scope of a guarantor’s obligations under
the Rules. In particular, they asked the Exchange to clarify whether the obligations of a
guarantor are confined to financial obligations under the guarantee and/or the terms and
conditions of the relevant structured products, and that such obligations do not extend
to other operational or regulatory obligations.

One respondent sought clarification on whether the proposal applies only to eligible
issuers when issuing non-collateralised guaranteed structured products.

Our response and conclusion

We note the clarification sought by respondents regarding the scope of guarantors’
obligations (see paragraph 129). The Rules clearly set out those requirements that are
applicable to issuers and those that are applicable to guarantors. Guarantors should
comply with the requirements which are stated to be applicable to them under the Rules.

As stated in the Consultation Paper®®, the proposal provides flexibility for eligible issuers
to issue guaranteed issues with a guarantor that also satisfies the proposed eligibility
requirements. The Exchange will modify the proposed Rule amendments to clarify that,
in the case of guaranteed issues by eligible issuers, each of the issuer and the guarantor

5 Question 14 of the Consultation Paper.

5% Two opposing respondents repeated the same comment they made in response to Question 12 of the
Consultation Paper regarding the proposed mandatory credit rating requirement (see paragraphs 116 to 117).

57 Including five opposing respondents and two respondents who did not indicate a clear view on the proposal.

58 Paragraph 119 of the Consultation Paper.
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138.

will be required to individually comply with the Rules to the extent that those Rules are
applicable to the respective party®.

In view of the majority support from respondents, we will adopt the proposal with the
amendments stated in paragraph 132.

Continuing Obligation to Comply with Issuer Eligibility
Requirements

Ongoing obligation to comply with Issuer Eligibility Requirements

Proposals

We proposed to impose the following requirements on an ongoing basis while any of the
issuers’ structured products are listed on the Exchange, in addition to the NAV
requirement;

(a) issuers or (in the case of guaranteed issues) the guarantors must, or (where credit
ratings of Holding Companies are relied upon for eligibility assessment) ensure
that Holding Companies will, comply with the credit rating requirement; and

(b) issuers or (in the case of guaranteed issues) the guarantors must comply with the
Regulated Entity requirement.

Comments received

74% of the respondents (17 respondents) supported the proposal and 26% (six
respondents) opposed it. Five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposed ongoing compliance
requirements enhance investor protection and promote market integrity. They thought
these ongoing requirements will ensure only financially sound and regulated entities
could continue to offer structured products, thereby enhancing market resilience.

One supporting respondent sought clarification on the consequences in the event an
issuer fails to comply with the ongoing requirements to comply with the issuer eligibility
requirements under the Rules.

Five opposing respondents repeated the same comment they made in response to
Question 12 of the Consultation Paper regarding the proposed mandatory credit rating
requirement (see paragraphs 116 to 117)%". The other one opposing respondent did not
provide substantive reasons.

59 Rule 15A.15A of the amended Rules (see Part B of Appendix IlI).

60 Question 15 of the Consultation Paper.

6" Two supporting respondents also repeated the same comment they made in response to Question 12 of the
Consultation Paper regarding the proposed mandatory credit rating requirement (see paragraphs 116 to 117).
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146.

Our response and conclusion
In view of the majority support from respondents, we will adopt the proposal.

As currently set out in the FAQs, if an issuer fails to comply with the issuer eligibility
requirements on an ongoing basis, that issuer must cease to launch any new products.
It must also withdraw the listing of: (a) any existing product with no outstanding position;
and (b) any product which has been launched but has not been listed.

In respect of the comments regarding the proposed mandatory credit rating requirement,
please refer to our response and conclusion in paragraphs 118 to 120.

Transitional Period
Proposals

We proposed to allow a transitional period of 12 months, from the effective date of the
Rule amendments, for existing issuers and/or guarantors to comply with the proposed
new eligibility requirements®2.

Comments received

90% of the respondents (19 respondents) supported the proposal and 10% (two
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and six respondents did not provide any view or comment.

Supporting respondents generally welcomed the implementation of a transitional period
of 12 months. One supporting respondent further suggested extending the transitional
period to allow issuers and/or guarantors sufficient time to update their internal controls
and policies as necessary.

One opposing respondent commented that a transitional period of 12 months is not
sufficient, particularly for international financial institutions which may need to alter their
corporate structure to fulfil the proposed eligibility requirements. They suggested that
the Exchange extends the transitional period to at least 24 months and grant further
extensions to issuers on a case-by-case basis.

Our response and conclusion

In view of the strong market support, we will adopt the proposal. Considering certain
disclosure requirements and ongoing obligations will be applicable to existing issuers
and guarantors upon their compliance with the proposed issuer eligibility requirements,
the same transitional period will also apply to such disclosure requirements and ongoing
obligations. Existing issuers and guarantors (with either structured products listed on the
Exchange, or a valid base listing document, as at 30 June 2026) will have until (and
including) 30 June 2027 (i.e. a 12-month transitional period starting from (and including)
1 July 2026) to comply with the new issuer eligibility requirements and the related
disclosure requirements and ongoing obligations (the “New Eligibility

62 Question 16 of the Consultation Paper.
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147.

148.

149.

Requirements”)®. Any new applicant who applies to become an eligible issuer on or
after 1 July 2026 is required to comply fully with the New Eligibility Requirements and
will not be subject to the transitional period.

We note that the majority of the existing issuers and guarantors are in a position to fulfil
the new issuer eligibility requirements. Notwithstanding the transitional period, we
expect existing issuers and guarantors to take all necessary steps to comply with the
new issuer eligibility requirements as soon as practicable. The date of the revised listing
document complying with the New Eligibility Requirements will be regarded as the date
on which the relevant issuer and guarantor have complied with the new issuer eligibility
requirements. From that date onwards, such issuer and guarantor must comply with the
New Eligibility Requirements and the 12-month transitional period will cease to apply in
respect of such issuer and guarantor.

During the transitional period, existing issuers and guarantors (where applicable) that
are in the process of complying with the new issuer eligibility requirements will continue
to be subject to the following existing Rule obligations relating to issuer eligibility until
they comply with the new issuer eligibility requirements:

(a) if an existing issuer is regulated by the SFC, the HKMA or overseas regulatory
authority acceptable by the Exchange, it shall disclose in the listing documents a
statement of that fact, identifying the regulatory body; or if it is not so regulated, it
shall disclose in the listing documents a statement of that fact®;

(b) if an existing issuer has been rated by a credit rating agency, it shall disclose in
the listing documents a statement of that fact, identifying the credit rating agency
and the rating and the date it was awarded®®;

(c) notify the Exchange where the net asset value of the existing issuer or guarantor,
as the case may be, has fallen below HK$ 2 billion®®; and

(d) notify the Exchange of any change in the existing issuer’s or the guarantor’s credit

rating®’.

Relationship between the Issuer and the Guarantor

Proposals

We proposed to clarify that the Exchange may accept other group companies (meaning
any of the issuer’'s Holding Companies, subsidiaries and fellow subsidiaries) to be a
guarantor, taking into account the circumstances of the issuer and/or the guarantor as
the Exchange may, in its discretion, consider appropriate®.

63 Paragraph 16 of Appendix D1D and paragraph 4A of Appendix E5 of the amended Rules (see Part B of
Appendix Il1).

64 Paragraph 16(1) of Appendix D1D to the current Rules.

65 Paragraph 16(2) of Appendix D1D to the current Rules.

66 Rule 15A.12 and paragraph 1(3) of Appendix E5 to the current Rules.

67 Paragraph 1(4) of Appendix E5 to the current Rules.

68 Question 17 of the Consultation Paper.
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Comments received

100% of the respondents (21 respondents) supported the proposal. Seven respondents
did not provide any view or comment.

Respondents generally welcomed the proposal as it provides more flexibility and
enables issuers to benefit from the use of group companies with strong financial profiles
as guarantors.

Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Liquidity Provision Obligations
Proposals
We proposed to:

(a) delete the minimum service level for quotation size (i.e. 20 board lots) from the
Rules;

(b) mandate the minimum service levels for liquidity provision specified in listing
documents to comply with the minimum service levels published by the Exchange
from time to time®®; and

(c) add a specific obligation in the Rules for issuers to comply with minimum service
levels for liquidity provision specified in listing documents’®.

Comments received

71% of the respondents (15 respondents) supported the proposal and 29% (six
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal provides more flexibility and
allows the liquidity provision requirement to be updated promptly to reflect market
developments.

While the opposing respondents generally acknowledged the rationale of the proposal,
they raised the following comments:

(@) Option to choose the liquidity provision method

69 As stated in paragraph 136 of the Consultation Paper, all minimum service levels and exemptions for liquidity
provision are currently set out in the Product Sheets published on the Exchange’s website.
70 Question 18 of the Consultation Paper.
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Two respondents’’ commented that issuers should have the option to provide
liquidity either by means of: (i) continuously inputting orders into the Exchange’s
trading system (now generally referred to as “AQ”); or (ii) entering orders in
response to requests for quotes (now generally referred to as “QR”). One
respondent’? also sought clarification on whether the requirement to disclose the
minimum service levels in listing documents will only pertain to the liquidity
provision method chosen by the issuers;

(b) Changes to the current minimum service level requirements

Three respondents’ sought clarification on: (i) whether minimum service levels of
the current requirements would be changed after the proposal is adopted; (ii)
circumstances when issuers can be exempted from the liquidity provision
requirement (e.g. during a “fast market” or extreme market condition); and (iii) the
process for the Exchange to implement any change to the minimum service levels
(as currently set out in the Product Sheets) in future.

They commented that any change to the liquidity provision requirements in the
Product Sheets could result in: (i) inconsistencies across products with the same
underlying assets issued at different times; and (ii) market confusion and
operational challenges’;

(c) Unnecessary to add a specific obligation in the Rules regarding liquidity provision

Three respondents commented that, as minimum service levels for liquidity
provision are required to be specified in listing documents, issuers are already
subject to an obligation to investors. Therefore, including such an obligation in the
Rules may not offer more investor protection. Also, such an obligation in the Rules
will impose additional regulatory obligations and result in potential liabilities for
issuers.

One respondent also commented that, as a result of the proposal, there would be
a potential blurring of roles between issuers and designated liquidity providers,
especially where liquidity provision is operationally carried out by a third-party
liquidity provider;

(d) Reference to the Industry Principles on Liquidity Provision

Two respondents’® noted that the Industry Principles on Liquidity Provision sets
out the principles for liquidity provision by means of QR and AQ. They commented

71

72

73

74

75

Another two respondents who did not indicate a clear view on the proposal also made the same comment in
their responses.

Another two respondents who did not indicate a clear view on the proposal also made the same comment in
their responses.

Another one respondent who did not indicate a clear view on the proposal also made the same comment in
their responses.

The respondent raised an example that, where an issuer fulfils liquidity provision obligations using automated
functionality in the market making system, it may require a transitional period for the issuer and/or its liquidity
provider to implement system change upon any change to the minimum service level requirements.

Another two respondents who did not indicate a clear view on the proposal also made the same comment in
their responses.
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that, while issuers should comply with these industry principles, such principles
should not become binding commitments or obligations on issuers.

Our response and conclusion
157. With regards to the respondents’ comments (see paragraph 156):

(@) the Rule requirement for issuers to provide liquidity remains unchanged’®. Issuers
will still have the option to choose the liquidity provision method and will be
required to disclose in listing documents the minimum service levels pertaining to
the liquidity provision method chosen. Issuers who choose to provide liquidity by
means of QR only should also continue to provide AQ whenever the criteria (as
set out in the Product Sheets) are met, notwithstanding that the provision of AQ is
not intended to constitute a binding commitment or obligation on the issuers;

(b) as stated in the Consultation Paper’’, the Product Sheets currently set out the
minimum service levels for liquidity provision for the relevant types of structured
products, together with the circumstances under which liquidity provision is
exempted. The Exchange will further update its FAQs to provide guidance on the
circumstances that would justify an exemption from liquidity provision
requirements;

(c) to ensure any future implementation of changes to the liquidity provision
requirements will not create inconsistency or confusion in the market, the
Exchange will engage with issuers and, where appropriate, consult their views
before implementing any changes to the liquidity provision requirements (including
minimum service levels) set out in the relevant Product Sheets. Once the changes
are finalised, the Exchange will notify issuers and publish the updated
requirements in the applicable Product Sheets with the expected effective dates
to ensure the market is informed with sufficient notice. Issuers will be required to
comply with the updated liquidity provision requirements for all relevant existing
structured products and, where necessary, amend their listing documents and
internal control systems accordingly; and

(d) the Industry Principles on Liquidity Provision have been in place since 2012. They
have been effective in guiding market practice given their compliance by all issuers.
The Exchange will remove the Industry Principles on Liquidity Provision from its
website and incorporate these principles (including the minimum service levels)
into the Product Sheets and the FAQs. We believe this will enhance clarity and
regulatory certainty in respect of the liquidity provision requirements.

158. With regards to the clarification sought by one respondent on the roles of issuers and
liquidity providers, an issuer is required by the Rules to provide liquidity for its structured
products. This regulatory obligation remains regardless of whether the liquidity provider
is a group company of the issuer or a third party liquidity provider.

76 The requirement is currently specified under Rule 15A.22 and will be moved to paragraph 5A of Appendix E5
to the Rules as part of the proposed Rule amendments.
77 Paragraph 136 of the Consultation Paper.
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In view of the majority support from respondents, we will adopt the proposal. Since the
Product Sheets have already set out the minimum service levels and exemptions for
liquidity provision which issuers are required to comply with, the Exchange will remove
the note to paragraph 17(14) of Appendix D1D (i.e. the exemption to provide liquidity
during the first five minutes after the Exchange has opened for trading) from the Rules
as a clarification change.

Publication Timeframe of Interim Financial Reports after
Relevant Interim Period End

Proposals

We proposed to shorten the publication deadline of interim financial reports from four
months to three months after the relevant interim period end’.

Comments received

57% of the respondents (13 respondents) supported the proposal and 43% (ten
respondents) opposed it. Five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal provides investors with more
timely updates on the financial condition of issuers and guarantors.

Opposing respondents raised the following comments:

(@) Increased risk of regulatory non-compliance for global issuers: four respondents
commented that the proposal will impose significant compliance burden,
especially for global issuers that operate across multiple jurisdictions and therefore
are subject to a complex financial consolidation and review process. They thought
that the proposed change would not materially improve investor protection;

(b) Language and translation constraints: four respondents commented that issuers
from jurisdictions where interim financial reports are not required in English and/or
Chinese may need additional time for translation. Consequently, the shortening of
the timeline may compromise accuracy and disclosure quality; and

(c) Different requirements under the SIP Code: four respondents commented that
under the SIP Code, issuers of unlisted structured products are given four months
to issue their interim financial statements.

Our response and conclusion
With regards to the respondents’ comments (see paragraph 163):

(a) our proposal to shorten the publication deadline of interim financial reports allows
investors to have timely access to issuers’ and guarantors’ financial information.
We note that existing issuers and guarantors have been publishing interim

78 Question 19 of the Consultation Paper.
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financial reports within three months after the end of the relevant interim period;
and

(b) we acknowledge that there are financial reporting requirements under other
regulatory regimes. However, such requirements are imposed to attain the intent
and objectives of the relevant regulations. Our proposal is intended to enhance
protection for investors who invest in structured products listed on the Exchange.

In view of the majority support from respondents, we will adopt the proposal.

Publication of Consolidated Financial Statements

Proposals

We proposed to impose a mandatory requirement for issuers, and (in case of
guaranteed issues) guarantors, that have subsidiaries, to publish consolidated financial
statements in their annual reports and interim reports in respect of the first six months
of its financial year, and include such information in listing documents™.

Comments received

78% of the respondents (18 respondents) supported the proposal and 22% (five
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and four respondents did not provide any view or comment.

Supporting respondents generally agreed the proposal enables investors to have a more
comprehensive analysis of the financial condition of the issuers and guarantors as a
group on a consolidated basis.

One supporting respondent suggested amending the Rules (paragraphs 5(1)(a) and (b)
of Appendix E5) to clarify that if an issuer or a guarantor is a “holding company”, it would
only be required to publish its consolidated financial statements and not also its own
financial statements.

Two opposing respondents commented that it is not necessary to require the publication
of consolidated financial statements as investors can refer to the issuers’ and/or the
guarantors’ credit ratings or their financial information that is publicly available. Two
respondents® sought clarification on whether the guarantor’'s consolidated financial
statements would suffice if the issuer and the guarantor are part of the same group.

Our response and conclusion

We will adopt the proposed amendments to paragraphs 5(1)(a) and (b) of Appendix E5
to the Rules (and corresponding amendments to paragraphs 10, 11, 12 and 27(3) of

79 Question 20 of the Consultation Paper.
80 |Including one opposing respondent and one respondent who did not indicate a clear view on the proposal.
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172.

173.

174.

175.

176.

177.

178.

Appendix D1D to the Rules) (see paragraph 169) as they reflect the intention of the
proposal.

We believe consolidated financial statements provide stakeholders with a
comprehensive view of the overall financial condition at a group level. Where an issuer
is a subsidiary of the guarantor, the guarantor’s consolidated financial statements may
not present financial information specific to the issuer and/or its subsidiaries. Therefore,
an issuer should be required to publish its consolidated financial statements if it has
subsidiaries.

Credit ratings represent a CRA’s views of the credit position of the issuers and/or
guarantors based on the CRAs’ own models and assumptions built on primary sources
of information such as issuers’ consolidated financial statements. Consolidated financial
statements themselves, by contrast, are the primary source of information for assessing
the overall financial conditions of the issuers and/or guarantors at group level. Further,
the relevant financial statements should be included in listing documents for investors’
ease of reference, so that investors do not need to spend time and effort locating the
relevant information themselves.

In view of the majority support from respondents, we will adopt the proposal with the
amendments as referred to in paragraph 171.

Continuing Obligations to Disclose and Notify the Exchange
Change in Regulatory Status
Proposals

We proposed to introduce a requirement for issuers and guarantors of non-collateralised
products to inform the Exchange and announce any change in their regulatory status as
soon as practicable®'.

Comments received

86% of the respondents (18 respondents) supported the proposal and 14% (3
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and six respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal provides useful information
to investors. One supporting respondent sought clarification over whether issuers and
guarantors are required to inform the Exchange and announce any change in their
regulatory status only to the extent such changes may affect the offering of the structured
products or their obligations in connection therewith.

One opposing respondent commented that the proposal is not practical where issuers
or guarantors holding regulatory licences and operating in multiple jurisdictions are
required to inform the Exchange and publish an announcement for every change in their

81 Question 21 of the Consultation Paper.
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179.

180.

181.

G.2

182.

183.

184.

185.

regulatory status. They suggested that the proposal should be limited to changes in the
regulatory status and/or scope applicable to an issuer or a guarantor in Hong Kong or
the place of incorporation.

Our response and conclusion

The Exchange considers that disclosure of a change in the regulatory status of issuers
or guarantors enables investors to make informed investment decisions.

As stated in the Consultation Paper®?, the proposal refers to the proposed Regulated
Entity requirement and the status maintained with a regulatory authority for the purposes
of compliance with that requirement (see paragraph 106). In view of the respondents’
comments (see paragraphs 177 and 178), we will modify the proposed Rule
amendments® to clarify that the requirement applies to any change in the regulatory
status of the issuer or the guarantor (if any) that is relied upon for fulfilling the Regulated
Entity requirement as disclosed in listing documents.

In view of the strong market support, we will adopt the proposal with the amendment as
stated in paragraph 180.

Change in Liquidity Providers and Disruption and Resumption of Liquidity
Provision Services

Proposals

We proposed to require issuers: (a) to announce a change of liquidity providers or their
particulars (such as broker ID number or contact information) before implementing such
a change (in addition to notifying the Exchange); and (b) to inform the Exchange and
announce as soon as practicable upon any disruption to, or resumption of, liquidity
provision services®.

Comments received

86% of the respondents (18 respondents) supported the proposal and 14% (three
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and five respondents did not provide any view or comment.

Supporting respondents generally agreed with the proposal as the proposed
announcement requirements align with the current practice.

In respect of the proposed requirement for issuers to announce any change of liquidity
providers or their particulars (such as broker ID number or contact information) before
implementing such a change (in addition to notifying the Exchange), two respondents®®
sought clarification on whether it is intended to formalise the current practice and
whether the Exchange will continue to allow flexibility in urgent circumstances. Two

82 Paragraph 152 and footnote 122 of the Consultation Paper.
83 Paragraph 8B(3) of Appendix E5 to the amended Rules (see Part B of Appendix IlI).

@©
5

Question 22 of the Consultation Paper.

85 Including one supporting respondent and one respondent who did not indicate a clear view.
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respondents commented that, in certain circumstances, issuers may need to implement
changes immediately to minimise service disruption and only be able to make an
announcement subsequently.

186. Inrespect of the proposed requirement for issuers to inform the Exchange and announce
as soon as practicable upon any disruption to, or resumption of, liquidity provision
services:

(a) two respondents® sought clarification on whether a materiality threshold (such as
the disruption time) will be applied to determine whether a disruption would require
an announcement; and

(b) one opposing respondent suggested confining the requirement to disruptions
affecting the minimum service levels disclosed in the listing documents.

187. One respondent commented that the proposal may duplicate with the existing guidance
titled “Liquidity Provision Interruptions and Pricing Issues” provided by the Exchange in
2016.

Our response and conclusion
188. In view of the strong market support, we will adopt the proposal.

189. With regards to the respondents’ comments and clarification sought on the requirement
regarding change of liquidity providers or their particulars (see paragraph 185):

(a) the proposal is intended to formalise the current practice and will require issuers
to announce any change of liquidity providers or their particulars before
implementing such a change (in addition to notifying the Exchange); and

(b) a liquidity provider temporarily using another broker ID number to provide liquidity
for structured products (e.g. due to temporary technical issues) is generally not
considered to be a change of liquidity provider or their particulars. In such
circumstances, prior announcement would not be required. However, issuers
would still be required to inform the Exchange and announce as soon as
practicable if there is any disruption to, or resumption of, liquidity provision services
(see paragraph 190).

190. With regards to the respondents’ suggestion and clarification sought on the
announcement requirement (see paragraph 186):

(@) the minimum service levels specified in Product Sheets already allow liquidity
providers to respond or provide quotations within a certain buffer time period®’.
We will therefore not apply any additional materiality threshold on the

86 Including one supporting respondent and one respondent who did not indicate a clear view.
87 For example, the maximum quote response time (in the case of QR) and quotation continuity (in the case of
AQ) are specified in the Product Sheets.
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announcement requirement. The Exchange will provide further guidance on the
announcement requirements in its FAQs; and

(b) our proposal is intended to keep investors informed of any disruption to liquidity
provision services, and therefore the announcement requirement should not be
limited to disruptions affecting the minimum service levels as disclosed in the
listing documents. An issuer should inform the Exchange and announce as soon
as practicable upon becoming aware of any events which affect its ability to
provide liquidity.

191. With regards to the respondent’s comment that the proposal may duplicate existing
guidance (paragraph 187), the guidance entitled “Liquidity Provision Interruptions and
Pricing Issues” provided by the Exchange in 2016 was superseded and replaced by
FAQs in 2024. Pursuant to our proposal, the requirements relating to liquidity provision
interruptions will be set out in the Rules® and we will update the FAQs accordingly.

G.3 Corporate and Trading Matters

(a) ltem (A) of paragraph 160 of the Consultation Paper

Proposals

192. We proposed to require issuers and/or guarantors to, upon occurrence of the following
events concerning issuers or guarantors or their structured products, announce such
matters in addition to informing the Exchange as soon as practicable:

(a) proposed alteration of memorandum or articles of association which would affect
the rights of holders;

(b) change in rights attaching to structured products;

(c) change in auditors, registered address or registered place of business in Hong
Kong;

(d) change in NAV falling below the level required for meeting issuer eligibility
requirement;

(e) proposed change in the capital structure; or
(f)  change in general character or nature of the business®.
Comments received

193. 80% of the respondents (16 respondents) supported the proposal and 20% (four
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and seven respondents did not provide any view or comment.

88  Paragraph 5A(2)(b) of Appendix E5 of the amended Rules (see Part B of Appendix Il1).
89 Question 23 of the Consultation Paper.
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194.

195.

196.

197.

198.

199.

200.

201.

Supporting respondents generally agreed that the proposal enhances investor
protection and market transparency.

Two opposing respondents took the view that some of the matters (especially those
under paragraphs 192(c), 192(e) and 192(f)) have limited relevance to investors, and
the requirement to announce such information will impose an unnecessary
administrative burden on issuers. One respondent suggested that the proposed
requirement should be limited to events that have a material adverse impact on the
holders of the structured products.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

As stated in the Consultation Paper®, the matters set out in paragraph 192 are relevant
for investors’ continuous assessment. For example, the proposed requirement to
announce any change in auditors, registered address or registered place of business in
Hong Kong is important for investors as these are fundamental information relating to
issuers or guarantors. Also, the disclosure requirements relating to any proposed
change in capital structure®' and any change in general character or nature of the
business® are already subject to materiality qualifiers in the Rules.

(b) Change in credit rating

Proposals

We proposed to require issuers and/or guarantors to announce a change in their credit
rating as disclosed in the listing documents in addition to informing the Exchange as
soon as practicable®.

Comments received

67% of the respondents (14 respondents) supported the proposal and 33% (seven
respondents) opposed it. Seven respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal enhances transparency and
investor protection. It enables investors to receive up-to-date information that is crucial
for making informed investment decisions.

Four opposing respondents® acknowledged the rationale of the proposal but suggested
alternative requirements as summarised below:

9%  Paragraph 165 of the Consultation Paper.

91 Paragraph 6(1) of Appendix E5 to the Rules.

92 Paragraph 6(2) of Appendix E5 to the Rules.

9 Question 24 of the Consultation Paper.

9 One supporting respondent also suggested the same alternative requirements in their responses.
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202.

203.

204.

205.

(a) maintaining the current practice that issuers and guarantors are only required to
inform the Exchange of a change in credit rating (rather than also announce it);
and

(b) announcement should only be required if: (i) the relevant change in credit rating
constitutes an adverse impact on the issuer’s or guarantor’s financial position or
is necessary for an investor to make an informed investment decision; (ii) any
credit rating of the issuer or the guarantor drops below investment grade; or (iii)
otherwise requested by the Exchange®.

They thought that these alternative suggestions would ensure flexibility and strike a good
balance between transparency and relevance for investors’ investment decisions.

Our response and conclusion

As stated in the Consultation Paper®, the aim of the proposal is to ensure timely
disclosure of matters that are relevant for investors’ continuous assessment of, among
other things, issuers’ (and/or guarantors’) ability to perform their obligations under the
structured products. We are therefore of the view that it is inappropriate for the issuers
or the Exchange to have the discretion to determine whether a change in credit rating
should be announced or to allow certain rating downgrades to be exempted from
announcement (e.g. exemptions for a drop in credit rating within investment grades, as
suggested).

We acknowledge that a downgrade (instead of any change) in credit ratings of an issuer
and/or a guarantor would be more relevant for investors’ assessments. Therefore, we
will modify the proposal to require issuers and/or guarantors to announce any
downgrade (instead of any change) in their credit rating as disclosed in the listing
documents (including any downgrade in their rating outlook) as soon as practicable®.
We believe the revised proposal balances the provision of necessary information to
investors and the ongoing compliance requirements for issuers.

In view of the majority support from respondents, we will adopt the proposal with the
amendments as stated in paragraph 203.

(c) Winding up and liquidation

Proposals

We proposed to require issuers and/or guarantors to announce matters relating to their
winding up and liquidation in addition to informing the Exchange as soon as practicable®.

9% The same suggestion has also been made by respondents in response to Questions 25 and 27 of the
Consultation Paper.

9% Paragraph 165 of the Consultation Paper.

97 For the avoidance of doubt, issuers and/or guarantors are required to inform the Exchange and announce any
downgrade in their rating outlook as soon as practicable. Please refer to paragraphs 219 to 225.

98 Question 25 of the Consultation Paper.
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206.

207.

208.

209.

210.

211.

212.

Comments received

78% of respondents (14 respondents) supported the proposal and 22% (four
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and nine respondents did not provide any view or comment.

Supporting respondents agreed that the proposal enhances market transparency. Also,
the matters relating to issuers’ and/or guarantors’ winding up and liquidation are relevant
for investors’ continuous assessment of the issuers’ and/or the guarantors’ ability to
perform their obligations.

One opposing respondent suggested removing “as soon as practicable” from the Rules
as it may create uncertainty on the timing requirement. One respondent sought
clarification on the content to be included in the relevant announcement.

Our response and conclusion
In view of the majority support from respondents, we will adopt the proposal.

With regards to the respondents’ suggestions and clarifications sought (see paragraph
207):

(a) as stated in the Consultation Paper®, the information required under the proposal
is relevant for investors’ assessment, and the Exchange expects issuers and/or
guarantors to inform the Exchange and announce such information as soon as
practicable to ensure investors are provided with timely information. We will
therefore retain the requirement of “as soon as practicable” to set the Exchange’s
expectation on the timing of notification and announcement; and

(b) inrespect of the content of the announcement, the Consultation Paper has set out
the events related to winding up and liquidation that are required to be disclosed'®.
Issuers and/or guarantors should assess the level of details to be included in the
announcement to provide investors with relevant information relating to the matter.

(d) Publication of trading reports

Proposals

We proposed to require issuers to publish the trading reports on the Exchange’s website
instead of reporting to the Exchange'®'.

Comments received

80% of the respondents (16 respondents) supported the proposal and 20% (four
respondents) opposed it. Eight respondents did not provide any view or comment.

9 Paragraphs 160, 165 to 168 of the Consultation Paper.
100 Paragraphs 160 and 168 of the Consultation Paper.
101 Question 26 of the Consultation Paper.
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213.

214.

215.

216.

217.

218.

219.

220.

221.

222.

Supporting respondents agreed that the proposal modernises and streamlines the
trading report submission and publication process.

Two supporting respondents commented that paragraph 10A of Appendix E5 to the
Rules does not address the circumstances where there are disruptions to the
Exchange’s website or other technical failures. They suggested that the Rules should
include an exemption clause to mitigate the compliance risks in circumstances beyond
the issuers’ control.

One supporting respondent sought clarification on whether issuers are required to
publish pre-listing trading reports.

Our response and conclusion
In view of the majority support from respondents, we will adopt the proposal.

With regards to the respondents’ comments (see paragraph 214), the Exchange will take
into account factors and circumstances that may be outside the control of the issuers.
In such cases, issuers are expected to demonstrate that they have taken reasonable
measures to comply with the requirements under the Rules, despite those
circumstances.

With regards to the clarification sought by one respondent (see paragraph 215), our
proposal does not change current practice. Issuers will still be required to publish pre-
listing trading reports if there are pre-listing transactions for the structured products.

(e) Downgrade in rating outlook

Proposals

We proposed to require issuers and/or guarantors to inform the Exchange and announce
any downgrade in their rating outlook as soon as practicable*2.

Comments received

62% of the respondents (13 respondents) supported the proposal and 38% (eight
respondents) opposed it. Seven respondents did not provide any view or comment.

Supporting respondents agreed that the proposal enhances market transparency.

Opposing respondents disagreed with the proposal on the basis that credit rating
outlooks are not stipulated as an issuer eligibility requirement. Five respondents’®
reiterated the same suggestion made in response to Question 24 regarding the
proposed announcement requirement on changes in credit rating (see paragraph 201).

102 Question 27 of the Consultation Paper.
03 Including one supporting respondent and four opposing respondents.
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223.

224.

225.

226.

227.

228.

229.

230.

Our response and conclusion
In view of the majority support from respondents, we will adopt the proposal.

As stated in the Consultation Paper'®, a downgrade in rating outlook generally provides
an indication of potential deterioration in credit rating and is therefore relevant for
investors in making their investment decisions.

With regards to the suggestion regarding the proposed announcement requirement on
changes in credit rating, please refer to our response and conclusion in paragraphs 202
to 204.

(f) Change in credit ratings of Holding Companies

Proposals

We proposed, where credit ratings of Holding Companies are relied upon by the issuers
or the guarantors for their eligibility assessment, to require issuers and/or guarantors to
inform the Exchange and announce credit rating changes (as disclosed in listing
documents (including any downgrade in rating outlook)) of these Holding Companies as
soon as practicable. This would apply if our proposal on credit rating requirement under
issuer eligibility assessment was adopted'®.

Comments received

64% of the respondents (14 respondents) supported the proposal and 36% (eight
respondents) opposed it. Six respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal enhances market
transparency.

Opposing respondents mainly reiterated the same suggestion made in response to
Question 24 of the Consultation Paper regarding the proposed announcement
requirement on changes in credit rating (see paragraph 201) and comment made in
response to Question 12 of the Consultation Paper regarding the proposed mandatory
credit rating requirement (see paragraphs 116 to 117).

Our response and conclusion

In line with our responses with respect to Question 24 of the Consultation Paper
regarding the proposed announcement requirement on changes in credit rating (see
paragraphs 202 to 204), we will modify the proposal to require issuers and/or guarantors
(where credit ratings of Holding Companies are relied upon for their eligibility
assessment) to announce any downgrade (instead of any change) in credit rating of the

104 Paragraph 166 of the Consultation Paper.
105 Question 28 of the Consultation Paper.
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232.

233.

234.

235.

236.

237.

238.

relevant Holding Companies as disclosed in listing documents (including any downgrade
in their rating outlook) as soon as practicable',

With regards to the comment regarding the proposed mandatory credit rating
requirements, please refer to our response and conclusion in paragraphs 118 to 120.

In view of the majority support from respondents, we will adopt the proposal with the
amendments stated in paragraph 230.

(g9) Winding up and liguidation events concerning Holding Companies

Proposals

We proposed to require issuers and/or guarantors to inform the Exchange and announce
the winding up and liquidation events concerning their respective Holding Companies
as set out in item (C) of paragraph 160 of the Consultation Paper as soon as practicable
after the occurrence of such events'?’.

Comments received

75% of the respondents (15 respondents) supported the proposal and 25% (five
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and seven respondents did not provide any view or comment.

Supporting respondents generally agreed that the winding up and liquidation events
concerning the respective Holding Companies of the issuers and/or guarantors are also
relevant for investors’ continuous assessment of the issuers’ and/or the guarantors’
ability to perform their obligations.

Opposing respondents mainly reiterated the same suggestion made in response to
Question 24 of the Consultation Paper regarding the proposed announcement
requirement on changes in credit rating (see paragraph 201) and the same comment
made in response to Question 12 of the Consultation Paper regarding the proposed
mandatory credit rating requirement (see paragraphs 116 to 117).

Our response and conclusion
In view of the majority support from respondents, we will adopt the proposal.

With regards to the suggestion regarding the proposed announcement requirement on
changes in credit rating and comment regarding the proposed mandatory credit rating
requirements, please refer to our responses and conclusions in paragraphs 202 to 204
and paragraphs 118 to 120, respectively.

106 For the avoidance of doubt, where credit ratings of Holding Companies are relied upon by the issuers or the
guarantors for their eligibility assessment, the issuers or guarantors are required to inform the Exchange and
announce any downgrade in rating outlook of these Holding Companies as soon as practicable.

107 Question 29 of the Consultation Paper.
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239.

The Exchange’s Ongoing Assessment and Regulatory Powers

Proposals

We sought comment on our proposed amendments to the Rules in relation to the
Exchange’s ongoing assessment and regulatory powers in the following scenarios:

(a)

(d)

(e)

in assessing the suitability or capability of an issuer, where appropriate, the
Exchange may have regard to, inter alia, the issuer’s group (meaning any of the
issuer's Holding Companies, subsidiaries and fellow subsidiaries and any
associated companies of any of them) members’: (i) previous experience in issuing
and managing the issue of other similar instruments; (ii) risk management systems
and procedures; and (iii) whether they have satisfactory experience in managing
the potential obligations under the structured product issue;

it may impose restrictions and conditions on the issuance of structured products
linked to any eligible underlying assets;

it may require an issuer to withdraw the listing of existing products that are held
entirely by the issuer or members of its group (including any of the issuer’s Holding
Companies, subsidiaries and fellow subsidiaries and any associated company of
any of them);

without prejudice to the Exchange’s powers under the Rules, the circumstances
under which the Exchange may impose additional requirements or conditions on
issuance of structured products by issuers include, without limitation where: (i) in
the Exchange’s opinion, there has been an adverse change in the financial
circumstances of the issuer or (in the case of a guaranteed issue) guarantor or (in
cases where credit ratings of Holding Companies are used to satisfy the credit
rating requirement) their Holding Companies; (ii) in the Exchange’s opinion, the
issuer fails to properly issue and manage structured products issue; or (iii) the
issuer is applying to list a new type of structured products;

the appointment of a liquidity provider that is not a member of the issuer’s group
requires the Exchange’s prior approval; and

it will assess an issuer's or guarantor's ongoing compliance with eligibility
requirements as well as an issuer's performance in issuing and managing
structured products issues (including but not limited to liquidity provision, the
requirements of which will be published from time to time by the Exchange) whilst
its structured products are listed on the Exchange. Where an eligible issuer issues
guaranteed issues, the Exchange will conduct the assessment described above
individually on each of the issuer and the guarantor'®,

108 Question 30 of the Consultation Paper.

-54 -



240.

241.

242.

243.

Comments received

71% of the respondents who commented on the proposal (seven respondents) indicated
that they agree with or do not have objection to the proposed amendments. They also
commented that the proposal amendments provide more clarity and transparency
regarding the Exchange’s assessment criteria.

29% of the respondents who commented on the proposal (two respondents) sought
clarifications on the following aspects of the proposed amendments:

(a) in respect of paragraph 239(a), whether the assessment criteria would apply to
new issuers only or to existing issuers as well;

(b) in respect of paragraph 239(b), whether it would apply to new types of structured
products only or to existing product types as well;

(c) in respect of paragraph 239(c), further details about the specific circumstances
under which the Exchange may require an issuer to withdraw the listing of existing
products; and

(d) in respect of paragraph 239(d), further details about the factors which the
Exchange will take into consideration when forming the opinion that an issuer fails
to properly issue and manage a structured products issue.

Our response and conclusion
We will proceed with the proposed amendments to the Rules.
With regards to the clarifications sought by the respondents (see paragraph 241):

(a) inrespectof paragraph 239(a), the suitability and capability assessments will apply
to both new issuers and existing issuers on an ongoing basis;

(b) in respect of paragraph 239(b), the power to impose restrictions and conditions
will apply to both new and existing types of structured products;

(c) inrespect of paragraph 239(c), the Exchange has currently provided guidance in
FAQs regarding the specific circumstances under which the Exchange may
require an issuer to withdraw the listing of existing products; and

(d) in respect of paragraph 239(d), the Exchange will provide guidance in FAQs
regarding the Exchange’s consideration when determining whether an issuer has
“failed to properly issue and manage a structured products issue”. However, the
Exchange does not intend to prescribe an exhaustive list of scenarios as it can
only be determined based on the facts and circumstances on a case-by-case basis.
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244,

245.

246.

247.

248.

PROPOSALS TO INCREASE MARKET EFFICIENCY

Documentation for Each Product Issuance

Proposals
We proposed to amend the Rules such that:
(a) the requirement to publish a Launch Announcement would be removed;

(b) the prescribed particulars that are currently required to appear in a Launch
Announcement would be consolidated into disclosure requirements for a stand
alone listing document and an SLD and will be set out in Appendix D1D to the
Rules; and

(c) astand alone listing document or an SLD will be published as soon as practicable
after the Launch Date once the Exchange confirmed that it has no comments and
no later than the first business day following the Launch Date'®®.

Comments received

100% of the respondents (22 respondents) supported the proposal. One respondent
commented but did not indicate a clear view on the proposal and five respondents did
not provide any view or comment.

Respondents generally agreed that the proposal would enhance efficiency by
streamlining the documentation process for structured products while upholding investor
protection. One respondent commented that the Rules should allow flexibility for a stand
alone listing document or an SLD to be published on the Launch Date once the
Exchange confirmed that it has no comments.

Our response and conclusion

In view of the strong market support, we will adopt the proposal. The Exchange will also
remove the headline categories relating to Launch Announcements under each of
“Callable Bull / Bear Contracts (CBBC)”, “Derivative Warrants (DW)” and “Equity Linked
Instruments (ELI)” from the e-Submission System.

With regards to the respondent’'s comment regarding the timing of publication (see
paragraph 246), the proposed Rule 15A.58""° provides the flexibility for a stand alone
listing document or an SLD to be published on or after the Launch Date once the
Exchange confirmed that it has no comments.

109 Question 31 of the Consultation Paper.

10 The proposed wording of Rule 15A.58 states that “A stand alone listing document or supplemental listing
document (to be read with a base listing document) must be published on the Exchange’s website once the
Exchange has confirmed it has no comments as soon as practicable after the structured products are launched
and no later than the first business day following the day upon which the structured products are launched.”
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B.1

249.

250.

251.

252.

253.

B.2

254.

Further Issues

Streamlining listing documentation
Proposals

We proposed, in relation to the listing of Further Issues where the existing issues are
non-collateralised and issued pursuant to a base listing document, to accept simplified
versions of SLDs. This would mean that, to the extent the information contained in SLDs
for existing issues remains the same, issuers would not be required to reproduce such
information in the SLDs for Further Issues (except for information required by the
“General Information” and “Other information” sections of Appendix D1D to the Rules)'"".

Comments received

100% of the respondents (24 respondents) supported the proposal. Four respondents
did not provide any view or comment.

Respondents generally agreed that the proposal streamlines the process and
documentation for Further Issues. One respondent suggested that the Exchange
provides a standardised template of SLD and remove the template checklist requirement
for Further Issues.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

The Exchange will provide an updated template checklist to issuers on the content
requirements of SLDs for Further Issues. Issuers and market participants may prepare
the SLDs in accordance with this template checklist.

Disclosure requirements
Proposals

With the above proposal (as stated in paragraph 249), we proposed that the SLDs for
Further Issues may contain only the following information:

(a) the disclosure specified by the “General Information” and “Other information”
sections of Appendix D1D to the Rules;

(b) any update to the information as set out in the listing documents for the existing
issues;

(c) the number of units of the Further Issues to be issued;

(d) the closing price of the existing issues on either the day on which the Further
Issues are launched or, if the Further Issues are launched before trading on the

"1 Question 32 of the Consultation Paper.
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255.

256.

257.

258.

259.

Exchange has ceased for the day, the day preceding the day on which the Further
Issues are launched;

the date of publication of, and a web link to, each of the base listing document,
any supplementary listing document and SLD for the existing issues;

a statement that the Further Issues form a single series with the existing issues;

a statement that the SLD for the Further Issues shall be read in conjunction with
the base listing document, any supplementary listing document and SLD for the
existing issues; and

a declaration by the issuer that the information contained in the base listing
document (as supplemented by any supplementary listing document and the SLDs
for both the existing issues and Further Issues) is, as at the date of the SLD for
the Further Issues, up-to-date and is true, accurate and complete in all material
respects and there are no other matters the omission of which would make the
SLD or any statement therein misleading’'2.

Comments received

100% of the respondents (23 respondents) supported the proposal. One respondent
commented but did not indicate a clear view on the proposal and four respondents did
not provide any view or comment.

Respondents generally agreed that the proposal would streamline the process and
promote the issuance of Further Issues.

Some respondents made the following comments and suggestions:

(@)

Issuer’s declaration: one respondent suggested that the issuer's declaration
required under the proposal’®® should align with the statement required to be
included in listing documents as set out in paragraph 1(b) of Appendix D1D to the
Rules; and

Closing price of existing issues: one respondent commented that it is not
necessary for the closing price of existing issues to be disclosed in SLDs for
Further Issues as such information may become outdated upon the publication of
SLDs.

Our response and conclusion

In view of the strong market support, we will adopt the proposal.

With regards to respondents’ suggestions (see paragraph 257):

112 Question 33 of the Consultation Paper.
"3 Paragraph 191(h) of the Consultation Paper.
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(a) the proposed issuer’s declaration is based on the existing declaration required by
current Rule 15A.69 with enhanced requirements. Issuers are required to declare
that, for every subsequent update of the base listing document (by any
supplementary listing document or SLD), the information contained therein
remains to be up-to-date. This declaration is in addition to the responsibility
statement required under paragraph 1(b) of Appendix D1D to the Rules. Since
issuers are currently required to disclose details of any changes to the information
contained in the base listing document, they should be able to make such a
declaration in the relevant supplementary listing document or SLD too; and

(b) the inclusion of the closing price of existing issues is consistent with the current
requirement under the Rules (Rule 15A.59(19)(c)). This reference price
information of existing issues is helpful for investors.

Exemption for guarantors to apply for listing of Further Issues
Proposals

We proposed not requiring a guarantor to apply for a listing of Further Issues'“.
Comments received

91% of the respondents (21 respondents) supported the proposal and 9% (two
respondents) opposed it. Five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal is consistent with market
practice and would reduce the administrative burden on guarantors. They thought it
would not affect investor protection as the proposal would not change the roles and
obligations of guarantors.

One supporting respondent sought clarification on whether issuers would also no longer
be required to include Further Issues in the formal application form for listing.

Respondents opposing the proposal did not provide substantive reasons.
Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the clarification sought by one respondent (see paragraph 263), issuers
would still be required to include Further Issues in a formal application form for listing,
irrespective of whether the issue is a guaranteed issue or not.

Information relating to Underlying Indices

Conditions for exempting Index Information disclosure

114 Question 34 of the Consultation Paper.
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Proposals

We proposed to exempt the disclosure of Index Information in listing documents where:
(a) the Index Information is publicly available in English and Chinese on the index
compiler's website; and (b) a web link to such a website is included in listing
documents'.

Comments received

96% of the respondents (25 respondents) supported the proposal and 4% (one
respondent) opposed it. Two respondents did not provide any view or comment.

Respondents generally agreed that the proposal would streamline documentation and
reduce administrative burden for issuers where Index Information is publicly available.

One supporting respondent made the following comments and suggestions:

(a) the proposed exemption should also apply to Index Information publicly available
in languages other than English and Chinese, with appropriate risk disclosure that
the Index Information may be in a foreign language;

(b) theinclusion of a web link to the index compiler’s website should not be mandatory
as such a web link may change without notification to the issuer; and

(c) certain information relating to the Index Information (such as historical high/low
closing levels, index constituents and previous closing levels) can be removed
from the listing documents as such information may become outdated upon
publication of the SLDs and therefore be of limited value to investors.

One opposing respondent suggested that the Exchange provides a prescribed list of
indices which qualify for exemption from disclosure of Index Information.

Our response and conclusion
With regards to respondents’ comments and suggestions (see paragraph 270):

(a) considering the high level of retail participation in the Hong Kong structured
products market, investors generally expect to receive information from issuers in
both English and Chinese. Therefore, at this stage, we do not intend to expand
our proposed exemption to include publicly available Index Information in
languages other than English and Chinese;

(b) as stated in the Consultation Paper''®, the proposal is intended to reduce
administrative burden for issuers where the relevant Index Information is publicly
available. The inclusion of a web link to the index compiler's website ensures
investors have access to the Index Information when the listing document is
published, while removing the need to reproduce such information in the listing

115 Question 35 of the Consultation Paper.
"8 Paragraphs 196 and 199 of the Consultation Paper.
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document. Although a web link may break over time, the Index Information would
still be publicly accessible (e.g. via an internet search engine); and

(c) Index Information (including historical high/low closing levels, index constituents,
previous closing levels etc.) provides reference information and should be
included in listing documents as it is relevant to investors’ investment decisions,
subject to the exemption under the proposal.

With regards to one respondent’s suggestion (see paragraph 271), we believe that the
current proposal already clearly sets out the conditions for exempting Index Information
disclosure. Therefore, it is not necessary to have a prescribed list of qualified indices.

In view of the strong market support, we will adopt the proposal.
Removal of the specific exemption for HSI
Proposals

With the above proposal (as stated in paragraph 267), we proposed to remove the
specific exemption for HSI from the Rule'"".

Comments received

96% of the respondents (24 respondents) supported the proposal and 4% (one
respondent) opposed it. Three respondents did not provide any view or comment.

Supporting respondents generally welcomed the aim of the proposal to streamline
documentation together with the proposal as stated above (in paragraph 267).

One opposing respondent suggested retaining the specific exemption for HSI in the
Rules and also including other indices with liquid futures trading in the exemption.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

As stated in the Consultation Paper''®, we expect that HSI and any other indices that
meet the proposed requirements will be exempted from disclosure in listing documents.
Therefore, it is not necessary to specify HSI or any other particular index in the Rules in
the exemption.

Offering of Incentives

Proposals

We proposed:

17 Question 36 of the Consultation Paper.
"8 Paragraph 200 of the Consultation Paper.
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to allow securities dealers (that are also issuers) to offer Incentives subject to
specified safeguards™®. In respect of safeguard (c) (see footnote 119), the
Incentives will not be recovered by the issuers’ securities dealing units from their
structured product issuance units;

where the Incentives relate to specific structured products, such Incentives shall
be in the form of fee discounts;

to require disclosures in the relevant listing documents and publicity materials
alerting investors to the fact that an issuer or its group company intends to offer
Incentives and that investors should make investment decisions with respect to
structured products without regard to the benefit of such Incentives; and

to clarify the issuer's group to mean any of the issuer's Holding Companies,
subsidiaries and fellow subsidiaries; and replace “close associates” with members
of an issuer’s group'?°.

Comments received

282. 100% of the respondents (18 respondents) supported the proposal. Three respondents
commented but did not indicate a clear view on the proposal and seven respondents did
not provide any view or comment.

283. Respondents generally agreed that the proposal would enhance transparency and
ensure fair conduct in the offering of Incentives. They thought the proposal would
maintain market integrity while providing commercial flexibility to entities that operate
securities dealing businesses in Hong Kong.

284. One respondent sought clarification on the following aspects of the proposal:

(a)

in respect of paragraph 281(b), the meaning of “where the Incentives relate to
specific structured products” particularly in light of the specific safeguards, and
whether the requirement under the current Rule 15A.24A would remain
unchanged;

in respect of paragraph 281(c), whether the relevant disclosure is required in all
listing documents and publicity materials or only to the extent Incentives are
provided; and

the definition of “issuer’s group” under paragraph 281(d). In particular, they asked
whether the proposal intends to expand the scope under the current expectation

119 As stated in paragraph 202 of the Consultation Paper, a member of an issuer’s group that is a securities dealer
may offer Incentives to its customers provided that:
(a) the Incentives are not limited solely and exclusively to structured products issued by the issuer;
(b) the terms of Incentives applicable to structured products issued by the issuer are identical to those
applicable to structured products issued by other issuers; and
(c) the Incentives will not be recovered directly or indirectly by or on behalf of the securities dealer from the
issuer.
120 Question 37 of the Consultation Paper.
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as expanded coverage means it is too difficult for an issuer’s group to ensure
compliance.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.
With regards to the clarification sought by the respondent (see paragraph 284):

(a) the safeguards (see footnote 119) are based on the current Rule 15A.24A(i) and
(iii) and apply to incentives relating to structured products or securities trading
generally. The proposal under paragraph 281(b) provides additional safeguards to
limit the permitted incentives offered by securities dealers to fee discounts in
promoting specific structured products. The Exchange will provide further
guidance and examples regarding the meaning of “specific structured products” in
its FAQs;

(b) the disclosure requirement under paragraph 281(c) applies to the listing
documents and publicity materials in respect of the relevant structured products
for which an issuer (or its group company) intends to offer Incentives; and

(c) our proposed amendment to the definition of “issuer’s group” clarifies the scope of
coverage by removing the term “close associates”. It is not intended to expand the
scope beyond that currently required under the Rules.

OTHER RULE CHANGES

Structured Product Definition

Proposals

We proposed to define “structured product” in the Rules as having the meaning defined
in the SFO as amended from time to time, and to remove the generic descriptions of
structured products and underlying assets in the Rules'’.

Comments received

91% of the respondents (20 respondents) supported the proposal and 9% (two
respondents) opposed it. Six respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal would ensure consistency
across regulatory frameworks. They thought the alignment with the definition under the
SFO would provide clarity to market participants and avoid any confusion that could
arise from the application of different definitions under the Rules and the SFO. It would
also reinforce the fact that structured products listed on the Exchange are also subject
to the SFO for law enforcement and investor protection purposes.

121 Question 38 of the Consultation Paper.
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The two respondents opposing the proposal did not provide substantive reasons.
Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Authorised Representatives

Proposals

We proposed to replace the requirement that one authorised representative must be a
director with the requirement that one authorised representative must be a senior officer
of the issuer or guarantor'??,

Comments received

88% of the respondents (21 respondents) supported the proposal and 12% (three
respondents) opposed it. Four respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal was practical and efficient
for issuers and guarantors which are international financial institutions. They thought
that a senior officer, generally, would be more closely involved in the Hong Kong
structured products business and that such proximity would mean they would be more
effective in serving as the principal channel of communication with the Exchange.

One supporting respondent suggested specifying that the authorised representative
could be a senior officer from another entity within the issuer’s group or the guarantor’s
group. They thought that allowing this would provide further flexibility and efficiency to
issuers or guarantors that are international financial institutions.

One opposing respondent suggested adding a requirement that the senior officer
appointed as an authorised representative must be based in Hong Kong.

Our response and conclusion

With regards to one respondent’s suggestion (see paragraph 295), we agree that a
senior officer of the issuer's group or the guarantor’s group would be able to fulfil the
responsibilities of an authorised representative effectively if he/she is closely involved in
the Hong Kong structured products business. We will therefore modify the proposal to
also permit a senior officer of the issuer’s group or the guarantor’s group (if applicable)
to be an authorised representative.

The Exchange will provide further guidance on the eligibility of authorised
representatives in the FAQs. In particular, the Exchange expects an authorised
representative to be a senior officer who holds a high-level position within the
organisation with significant responsibility, or who is an individual accountable for

122 Question 39 of the Consultation Paper.
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regulated activities. Issuers are required to declare in the issuer eligibility checklist'??
and the annual assessment form that their authorised representatives are senior officers
who are closely involved in the Hong Kong structured products business. Issuers are
also required to make such confirmation to the Exchange upon any subsequent change
and appointment of authorised representative.

With regards to one respondent’s suggestion (see paragraph 296), we will not further
amend the Rules to impose additional requirements. As long as an authorised
representative fulfils the requirements and responsibilities under Rules 3.05 to 3.07,
he/she should be able to perform the role and functions of an authorised representative.

In view of the strong market support, we will adopt the proposal with the amendments
as stated in paragraph 297.

Legal Opinions
In respect of Guaranteed Issues
Proposals

We proposed that legal opinions in respect of guaranteed issues should also confirm
that:

(a) the guarantee or other security is enforceable in accordance with its terms;

(b) the guarantee or other security is issued in conformity with the laws of the place in
which the guarantor is incorporated or otherwise established and in conformity
with the guarantor’'s memorandum and articles of association or equivalent
documents; and all authorisations needed for its issue under such laws or
documents have been duly given;

(c) the guarantee or other security, and the guarantor’s liability for the due and
punctual performance of the obligations of the issuer, will also not be affected in
case of administration or analogous action of the issuer; and

(d) the guarantor is duly incorporated or otherwise established under the laws of the
place in which it is incorporated or otherwise established'?*.

Comments received

78% of the respondents (14 respondents) supported the proposal and 22% (four
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and eight respondents did not provide any view or comment.

123 A checklist setting out the requisite information to be provided by a new applicant which applies to be an eligible
issuer.
124 Question 40 of the Consultation Paper.
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303. Supporting respondents generally agreed that the proposal provides investors with
additional comfort by way of legal confirmations.

304. Opposing respondents made the following comments and suggestions:

(@)

(b)

Renewal of guarantee: two respondents’?® suggested that the Exchange should
accept a guarantee that remains valid as long as the relevant guaranteed
structured products are listed on the Exchange'?. Issuers will therefore not be
required to renew a guarantee annually to reduce the administrative burden for
guarantors.

Frequency to provide legal opinion: two respondents'’ suggested that updated
legal opinions be required only upon material changes to the one submitted
previously. This would reduce administrative costs, particularly if the Exchange
accepted that issuers are not required to renew a guarantee annually.

Scope of legal opinion: one respondent'?® disagreed that legal opinions be
required to confirm that: (i) the guarantee is issued in conformity with the laws of
the place in which the guarantor is incorporated or established; and (ii) the
guarantor is duly incorporated or established under the laws of the place of
incorporation or establishment. In particular, they commented that there would be
additional costs for obtaining foreign legal opinions for guarantors incorporated or
established outside Hong Kong.

Our response and conclusion

305. With regards to the respondents’ comments and suggestions (see paragraph 304):

(@)

Renewal of guarantee: we agree that issuers and guarantors may use a guarantee
to cover not only structured products issued within one year, but also structured
products which are issued one year or more from the date of such guarantee
pursuant to the relevant base listing documents. This is provided that, with the
support of the required legal opinions, such guarantees are properly executed and
remain legally enforceable under the relevant governing law. We will further
amend the Rules to reflect this; and

Frequency and scope of legal opinion: despite the amendment stated in paragraph
305(a), guarantors would still be required to submit legal opinions to the Exchange
on an annual basis as part of the base listing document update, covering the
matters required under Rule 15A.18 (including the proposed matters as set out in
paragraph 301).

While we note that legal and administrative costs may be incurred, the legal
opinion requirement ensures that the guarantee is regularly reviewed in case of

25 Another one respondent who did not indicate a clear view made the same comment in their response.

126 Under the current Rule 15A.20, the Exchange does not accept a guarantee as covering structured products
issued one year or more from the date of the guarantee.

127 Another one respondent who did not indicate a clear view made the same comment in their response.

28 Another one respondent who did not indicate a clear view made the same comment in their response.
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any change to applicable laws and regulations or the guarantor’s corporate status
from time to time. We reiterate that the matters required to be addressed in legal
opinions intend to provide additional legal assurance, thereby enhancing
confidence in the validity and enforceability of the guarantee.

For the above reasons and in view of the majority support from respondents, we will
adopt the proposal and amend the Rules as stated in paragraph 305(a).

In respect of Issuers

Proposals

We proposed to require issuers to submit to the Exchange legal opinions confirming the
following:

(a) that the obligations of the issuer under the structured products are legal, valid,
binding and enforceable in accordance with the terms of the structured products;

(b) that: (i) the structured products are issued in conformity with the laws of the place
in which the issuer is incorporated or otherwise established and in conformity with
the issuer's memorandum and articles of association or equivalent documents;
and (ii) all authorisations needed for their creation and issue under such laws or
documents have been duly given;

(c) thatthe issuer is duly incorporated or otherwise established under the laws of the
place in which it is incorporated or otherwise established; and

(d) such other matters as the Exchange shall require depending on the circumstances
of the issuer'?®,

Comments received

64% of the respondents (14 respondents) supported the proposal and 36% (eight
respondents) opposed it. Six respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal would provide investors with
additional comfort by way of legal confirmations.

Opposing respondents made the following comments and suggestions regarding the
requirements for legal opinions:

(@) similar to the comment above (in paragraph 304(b)), seven respondents
commented that the requirement for legal opinions as part of the annual base
listing document update is burdensome for issuers. They suggested, instead, a
requirement to submit legal opinions at the inception of the relevant structured

129 Question 41 of the Consultation Paper.

-67 -



311.

312.

313.

314.

C3

(c)

product programme only, followed by the submission of updated legal opinions
upon any material change'?’;

one respondent disagreed that legal opinions should cover the matters set out in
paragraphs 307(b) to 307(d) as there would be additional time and costs incurred
to obtain foreign legal opinions for issuers incorporated or established outside
Hong Kong. One respondent commented that the matters set out in paragraph
307 were addressed in the annual assessment form and therefore a legal opinion
should not be required; and

in respect of paragraph 307(d), four respondents™' sought clarification as to what
other matters would require a legal opinion.

One respondent sought clarification on whether the matter set out in paragraph 307(a)
could be covered in the legal opinions in respect of the guarantors.

Our response and conclusion

With regards to the respondents’ comments and suggestions (see paragraph 310):

(@)

similar to the reasons we state in our response to Question 40 of the Consultation
Paper (see paragraph 305(b)), we will maintain the proposal of requiring legal
opinions confirming the matters set out in paragraph 307 on an annual basis as
part of the base listing document update. This is because this enhances investors’
confidence in structured products listed on the Exchange; and

regarding the meaning of “such other matters as the Exchange shall require
depending on the circumstances of the issuer”, the Exchange may request that
the legal opinions cover any additional matters material to the issuance of
structured products. The Exchange will consider and determine, on a case-by-
case basis, whether any additional matters are required to be confirmed in legal
opinions, taking into account the specific circumstances of the issuers.

With regards to the clarification sought over the form of the legal opinions (see paragraph
311), we have no objection to issuers and guarantors covering the relevant matters in
the same set of legal opinions so long as they comply with their respective requirements
under the Rules.

For the above reasons and in view of the majority support from respondents, we will
adopt the proposal.

In respect of Collateralised Issues

130 Another one supporting respondent made the same comment in their response.
31 Another one supporting respondent made the same comment in their response.
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Proposals

We proposed that legal opinions for collateralised issues should also confirm the
following:

(a) the validity of the proposed trust or other security arrangements and that they are
enforceable in accordance with their terms;

(b) all authorisations needed for the proposed trust or other security arrangements
under the laws of the place in which the security provider is incorporated or
otherwise established and the security providers memorandum and articles of
association or equivalent documents have been duly given; and

(c) such other matters as the Exchange shall require depending on the circumstances
of the issuer and/or the security provider'32.

Comments received

95% of the respondents (18 respondents) supported the proposal and 5% (one
respondent) opposed it. One respondent commented but did not indicate a clear view
on the proposal and eight respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal would provide investors with
additional comfort by way of legal confirmations.

One supporting respondent commented that legal opinions should only be required at
the inception of the collateralised issuance programme 3. Another supporting
respondent commented that legal opinions should be provided at the programme level
but not be required for every series of issuances under the programme.

Similar to the responses described above (in paragraph 310(c)), two supporting
respondents asked the Exchange to provide guidance on the meaning of “such other
matters as the Exchange shall require depending on the circumstances of the issuer
and/or the security provider” (see paragraph 315(c)).

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion

Similar to the reasons in our response to Question 40 of the Consultation Paper (see
paragraph 305(b)), legal opinions are required to be submitted on an annual basis as
part of the base listing document update for the collateralised issuance programme. This
is to ensure that the collateral arrangement will be regularly reviewed in case of any
change in applicable laws and regulations.

182 Question 42 of the Consultation Paper.
133 A “programme” normally means a structured product issuance programme set up by an issuer for the periodic
issuance of structured products.
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Regarding whether legal opinions would be required for a particular issuance under a
collateralised issuance programme, the Exchange will review the terms and structure of
the collateralised issuance programme as well as those of the individual particular
issuance under the programme, and may impose additional legal opinion requirements
as necessary on a case-by-case basis. We will modify the proposed Rule amendments
for clarification purpose.

With regards to the clarification sought over the meaning of “such other matters as the
Exchange shall require depending on the circumstances of the issuer and/or the security
provider”, please refer to our response above (in paragraph 312(b)).

In view of the strong market support, we will adopt the proposal with the amendments
stated in paragraph 322.

In respect of timing for submission of legal opinions

Proposals

We proposed to require legal opinions in respect of issuers, guaranteed issues and
collateralised issues to be submitted:

(@) in draft form at the time of submission of their respective first draft of the base
listing document or stand alone listing document; and

(b) infinal form on the date of publication of their respective base listing document or
stand alone listing document'®*,

Comments received

85% of the respondents (17 respondents) supported the proposal and 15% (three
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and six respondents did not provide any view or comment.

Three supporting respondents disagreed with submitting the legal opinions in draft form
at the time of submission of the first draft of the listing documents. They suggested that
the submission of legal opinions in final form would suffice. If a draft form is required,
they suggested the submission timeline should not be specified in the Rules to allow
flexibility and time to prepare the draft legal opinions, especially where overseas entities
are involved.

Four respondents reiterated their comments and suggestions regarding legal opinions
in respect of issuers and guarantors (see paragraphs 304(b) and 310).

Our response and conclusion

To address respondents’ comments on the submission timeline for draft legal opinions
(see paragraph 327) and to provide more flexibility, we will modify the proposed Rule
amendments to require legal opinions to be submitted to the Exchange in draft form as

134 Question 43 of the Consultation Paper.
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soon as practicable without prescribing any specific timeline. Notwithstanding the
modification, we expect that the draft legal opinions should be submitted as early as
possible to allow sufficient time for the Exchange’s review.

With regards to the reiterated comments and suggestions on the legal opinions in
respect of issuers and guarantors, please refer to our responses above (in paragraphs
305(b) and 312).

In view of the strong market support, we will adopt the proposal with the amendments
stated above (in paragraph 329).

Consolidation of Rules

Proposals

We proposed to delete all requirements relating to continuing obligations in Chapter 15A
and move them to Appendix E5 to the Rules'.

Comments received

96% of the respondents (22 respondents) supported the proposal and 4% (one
respondent) opposed it. Five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposed consolidation would make
it easier for stakeholders to obtain full knowledge and understanding of the continuing
obligations.

One opposing respondent commented that the proposed amendments to Appendix E5
to the Rules would result in changes to the issuers’ and guarantors’ obligations pursuant
to the listing agreements that they have entered into'. They also reiterated their
comments on the scope of guarantors’ obligations (see paragraph 129).

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to one respondent’s comment (see paragraph 335), the listing agreement
that an issuer and/or a guarantor have entered into should not be regarded as an
exhaustive list of regulatory requirements. Under the listing agreement, issuers and
guarantors are required to comply with the requirements under the Rules and as
imposed by the Exchange from time to time. Please also refer to our response in
paragraph 131 regarding the scope of issuers’ and guarantors’ obligations.

135 Question 44 of the Consultation Paper.
136 Prior to 31 December 2023, an issuer is required to sign a listing agreement in a form prescribed and provided
by the Exchange before the launch of its first structured product to be listed on the Exchange.
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Factors for Considering Suitability of Overseas Stocks or ETFs
and Other Assets

Proposals
We proposed to:

(a) delete the list of general factors used for considering the suitability of structured
products linked to overseas stocks in the Rules and move them to the New Product
Guide. This would set out, among other matters, specific information to be
submitted by an issuer to the Exchange, as well as additional factors to consider,
in its suitability assessment; and

(b) state in the Rules that the Exchange will specify from time to time the factors that
it will consider in determining the suitability of structured products that relate to
overseas stocks or ETFs and other assets'’.

Comments received

100% of the respondents (23 respondents) supported the proposal. Five respondents
did not provide any view or comment.

Respondents generally agreed that the proposal would facilitate reference by market
participants and allow prompt update to reflect market developments.

Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Publication of Announcements and Listing Documents

Announcements regarding trading arrangement
Proposals

We proposed to: (a) remove references to “advertisements” from the Rules; and (b)
require issuers to agree trading arrangements of their products with the Exchange in
advance and remove the requirement for them to submit draft trading arrangements
announcements to the Exchange for clearance before publication8.

Comments received

100% of the respondents (23 respondents) supported the proposal. One respondent
commented but did not indicate a clear view on the proposal and four respondents did
not provide any view or comment.

187 Question 45 of Consultation Paper.
138 Question 46 of the Consultation Paper.
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Respondents generally agreed that the proposal aligns with the Exchange’s current
practice and streamlines publication of announcements regarding trading arrangements.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

Announcements published during trading hours
Proposals

We proposed to allow publication of announcements during trading hours regarding the
disruption and resumption of liquidity provision services, and the expiry of CBBCs due
to the occurrence of an MCE™®.

Comments received

100% of the respondents (22 respondents) supported the proposal. One respondent
commented but did not indicate a clear view on the proposal and five respondents did
not provide any view or comment.

Respondents generally agreed the proposal would allow investors to be informed of any
disruption to liquidity provision and the occurrence of an MCE in a timely manner. Three
respondents supported the proposal on the basis that it remains optional but not
mandatory to publish announcements during trading hours.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

The proposal is intended to provide additional flexibility (but not a mandatory obligation)
for issuers to publish announcements during trading hours regarding the disruption and
resumption of liquidity provision services, and the expiry of CBBCs during trading hours
due to occurrence of an MCE.

Announcements relating to expiry of structured products due to MCE
Proposals

We proposed to: (a) clarify that an MCE announcement should include both the time
when the MCE occurred and the residual value, where applicable; and (b) require such
an announcement to be published as soon as practicable after the occurrence of an
MCE™0,

139 Question 47 of the Consultation Paper.
140 Question 48 of the Consultation Paper.
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Comments received

100% of the respondents (20 respondents) supported the proposal. Three respondents
commented but did not indicate a clear view on the proposal and five respondents did
not provide any view or comment.

Respondents generally agreed that the proposal promotes operational efficiency. A few
respondents (who did not indicate a clear view) made the following comments and
suggestions™:

(@) one respondent expressed their preference to continue their current practice of
grouping all MCEs and residual value with respect to the same trading session
and publishing the announcement after the end of such session; and

(b) one respondent sought clarification that, if the MCE announcement is to include
both the time of occurrence of the MCE and the residual value, whether the
announcement should be published after the MCE valuation period.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

We expect that an MCE announcement should be published as soon as practicable after
the occurrence of MCE. Where residual value is applicable, such an MCE
announcement should be published as soon as practicable after the residual value is
determined'*2. The Exchange will update its FAQs to provide further guidance on the
publication timeline of MCE announcements.

Announcements relating to exercise of rights of holders of structured
products

Proposals

We proposed to require an announcement mentioned in paragraph 256 of the
Consultation Paper to contain, but not be limited to, information regarding: (a) the
commencement of the suspension period; (b) (if known) the end of the suspension
period; and (c) how the suspension period will affect the exercise rights under the
structured products'*3.

41 One supporting respondent reiterated the same suggestion in response to Question 25 to remove “as soon as
practicable” from the Rules (see paragraph 208). Please refer to our response and conclusion in paragraph
210(a).

42 For example, for an R type CBBC linked to a local underlying: (a) if an MCE occurs during the morning trading
session, the issuer must publish an announcement containing both the MCE time and the residual value as
soon as practicable after the end of the afternoon trading session on the same day; and (b) if an MCE occurs
during the afternoon trading session, the issuer must publish this information as soon as practicable after the
end of the morning trading session on the following trading day.

143 Question 49 of the Consultation Paper.
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Comments received

100% of respondents (18 respondents) supported the proposal. Three respondents
commented but did not indicate a clear view on the proposal and seven respondents did
not provide any view or comment.

Respondents generally agreed that the proposal aligns with the current practice and
clarifies the Exchange’s expectation.

One respondent sought clarification on: (i) whether the proposal refers to a suspension
resulting from a suspension of the underlying assets; and (ii) in respect of paragraph
25(2) of Appendix E5 to the Rules, whether an issuer is still required to send notice to
holders of the listed securities prior to the commencement of a suspension period if such
an issuer has already published the suspension announcement on the Exchange’s
website.

Another respondent sought clarification on whether the proposed requirement would
only be applicable to the situation where the underlying assets are subject to a prolonged
suspension that affects cash settlement when the structured product expires during such
a suspension.

Our response and conclusion

With regards to the clarifications sought by the respondents (see paragraphs 359 and
360):

(a) the proposed requirement covers any type of suspension that could affect the
rights of holders of structured products, irrespective of the reason for such
suspension; and

(b) consistent with the current Rules'**, an issuer is required to also send notice to
holders of the structured products prior to the commencement of the suspension
period (in addition to the suspension announcement) in the event that the whole
or part of such suspension period is prior to and including the last date for exercise
of the structured products.

In view of the strong market support, we will adopt the proposal.
Publication time of listing documents
Proposals

We proposed to require the publication of listing documents as soon as practicable after
the Exchange has confirmed it has no comments on the document™#®.

144 Paragraph 25(2) of Appendix E5 to the Rules.
145 Question 50 of the Consultation Paper.
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Comments received

95% of the respondents (19 respondents) supported the proposal and 5% (one
respondent) opposed it'*®. Two respondents commented but did not indicate a clear
view on the proposal and six respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal aligns with the current
practice.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

Alignment of Rule Requirements with respect to Issuers and
Guarantors

Due incorporation and acceptance of responsibility for listing document
disclosures

Proposals

We proposed to require guarantors: (a) to be duly incorporated or otherwise established
under the laws of the place in which they are incorporated or otherwise established and
to be in conformity with those laws and their memorandum and articles of association or
equivalent documents; and (b) to accept responsibility for information in relation to the
guarantors contained in the listing document™’.

Comments received

100% of the respondents (22 respondents) supported the proposal. Six respondents did
not provide any view or comment.

Respondents generally agreed that the proposal aligns the requirements with respect to
issuers and guarantors in the Rules.

Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Other financial information and standard of interim financial reports
Proposals

We proposed to require guarantors to: (a) publish full details of any other financial
information they may provide to any other exchange or market; and (b) prepare the

146 The opposing respondent reiterated the same suggestion to remove “as soon as practicable” from the Rules
(see paragraph 208).
147 Question 51 of the Consultation Paper.
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interim financial reports and statement referred to in the Rules in accordance with the
guarantors’ usual accounting policies and procedures'®,

Comments received

84% of the respondents (16 respondents) supported the proposal and 16% (three
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and seven respondents did not provide any view or comment'#°.

Supporting respondents generally agreed that the proposal aligns the requirements with
respect to issuers and guarantors in the Rules.

Three opposing respondents disagreed with the proposed requirement to publish “full
details of any other financial information the guarantors may provide to any other
exchange or market”. They commented that the proposal would be burdensome and
impractical, especially for international financial institutions subject to different regulatory
requirements in multiple jurisdictions.

Two respondents sought clarification on whether the proposal refers to the relevant
financial information in full text with translation, or whether a web link to such financial
information would suffice.

Two respondents commented that entities acting as guarantors may not otherwise be
required to prepare interim financial reports, and the proposal will therefore impose an
additional administrative and compliance burden upon them. One respondent suggested
following the other overseas exchanges which do not require the preparation of interim
financial reports.

Our response and conclusion

The proposed publication requirement will apply to both issuers and guarantors (rather
than issuers only under the current Rules). For guarantors that are regulated financial
institutions in other jurisdictions and/or listed on other exchanges, a range of routine
disclosures and reports may be required under the relevant listing rules and banking
regulations. To ensure that investors of structured products have access to information
while not imposing undue administrative burden (e.g. translation) and requiring
immaterial information, the Exchange will modify the proposed Rule amendments to
align with the disclosure standard under Rule 15A.66 of the Rules. Issuers and
guarantors (in the case of guaranteed issues) will be required to publish full details of
any other financial information they provide to any other exchange or market to the
extent such information is necessary to enable an investor to make an informed
assessment of the financial position of the issuer or, as the case may be, the guarantor
and of the structured products.

Notwithstanding that interim financial reports of guarantors may not be required by the
Selected Overseas Exchanges, we consider that interim financial reports of guarantors

148 Question 52 of the Consultation Paper.
149 One opposing respondent reiterated the same suggestion to remove “as soon as practicable” from the Rules
(see paragraph 208).
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are important for investors’ investment decision making, especially where the issuer is
a special purpose vehicle lacking substantive assets or operations itself.

In view of the majority support from the respondents, we will adopt the proposal with the
amendments stated in paragraph 377. In addition, we will modify the proposed
amendments to paragraph 11(1)(c) of Appendix D1D and paragraph 5(3) of Appendix
ES to the amended Rules (see Part B of Appendix Ill) to clarify that any interim financial
reports and statements of an issuer and a guarantor should be prepared in accordance
with the issuer's and the guarantor’s respective usual accounting policies and
procedures.

Changes in terms of Structured Products

Proposals

We proposed to require issuers to: (a) notify the Exchange of any proposed changes in
the terms of conversion or in the terms of the exercise of any of the issuers’ structured
products, the effective date and the effect of any such changes; and that issuers must
not proceed with such changes until the Exchange has confirmed that it has no
comments; and (b) publish an announcement on any such proposed changes and the
effective date of such changes prior to the effective date of such change'°.

Comments received

100% of the respondents (23 respondents) supported the proposal. Two respondents
commented but did not indicate a clear view on the proposal and three respondents did
not provide any view or comment.

Respondents generally agreed that the proposal would facilitate investor protection. One
respondent sought clarification on whether "any proposed changes in the terms of
conversion or in the terms of the exercise" under the proposal is intended to refer
specifically to changes arising from corporate actions affecting the underlying assets.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the clarification sought by one respondent (see paragraph 382), “any
proposed changes in the terms of conversion or in the terms of the exercise” is not
confined to changes arising from corporate actions affecting the underlying assets. It is
intended to cover any change to the terms of conversion or exercise that may impact
the rights of holders of structured products.

150 Question 53 of the Consultation Paper.
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Eligible Underlying Assets for Structured Product Issuances

Proposals

We proposed to state in the Rules that issuers: (a) may only issue structured products
relating to underlying assets that are approved and specified as such from time to time
by the Exchange; and (b) should seek approval from the Exchange before issuing
structured products relating to other assets that have not been approved or specified as
such by the Exchange'®'.

Comments received

100% of the respondents (23 respondents) supported the proposal. Five respondents
did not provide any view or comment.

Respondents generally agreed that the proposal aligns with the current practice and
clarifies the Exchange’s expectation.

Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Marketing of Structured Products

Compliance with guidelines relating to marketing
Proposals

We proposed to require issuers to also comply with guidelines published by other
regulatory bodies relating to the marketing of structured products’s2.

Comments received

96% of the respondents (22 respondents) supported the proposal and 4% (one
respondent) opposed it. One respondent commented but did not indicate a clear view
on the proposal and four respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal aligns with the Exchange’s
current expectation as well as the prevailing market practice and standards. It provides
certainty as to issuers’ regulatory obligations relating to the marketing of structured
products.

One opposing respondent commented whether an issuer complies with the guidelines
published by any other regulatory body should be subject to discussion between the
issuer and the relevant regulatory body only.

151 Question 54 of the Consultation Paper.
152 Question 55 of the Consultation Paper.
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Our response and conclusion
In view of the strong market support, we will adopt the proposal.

It is the issuers’ responsibility to identify all applicable laws, regulations, rules and
guidelines that apply to them. Where necessary, issuers are encouraged to seek legal
advice to ensure full compliance.

Continuing compliance with relevant laws and regulations
Proposals

We proposed to also require issuers to comply with the relevant laws, regulations, rules
and guidelines relating to the marketing of structured products that apply to them at all
times'%3,

Comments received

100% of the respondents (24 respondents) supported the proposal. Four respondents
did not provide any view or comment.

Respondents generally agreed that the proposal aligns with the Exchange’s expectation
and current practice.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

Issuance of structured products linked to an issuer’'s own
securities or the securities of its group companies

Proposals

We proposed to prohibit the issuance of structured products linked to an issuer's own
securities or the securities of its group companies (meaning any of the issuer’s Holding
Companies, subsidiaries and fellow subsidiaries) or a company of which the issuer is a
controlling shareholder or has effective management control™*.

Comments received

100% of the respondents (22 respondents) supported the proposal. Six respondents did
not provide any view or comment.

Respondents generally agreed that the proposal protects investors’ interests by
reducing conflicts of interests.

153 Question 56 of the Consultation Paper.
154 Question 57 of the Consultation Paper.
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Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Eligibility of government or government-backed entities
Proposals

We proposed to remove government or government-backed entities as a type of issuer
of non-collateralised structured products that does not need to comply with the eligibility
requirements on Regulated Entity and credit rating'®.

Comments received

96% of the respondents (23 respondents) supported the proposal and 4% (one
respondent) opposed it. Four respondents did not provide any view or comment.

Respondents generally agreed that the proposal aligns with the Exchange’s expectation
that all issuers of non-collateralised structured products (including government or
government-backed entities) should fulfil the same issuer eligibility requirements.

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Eligibility of issuers regulated by the HKMA

Proposals

We proposed to require an applicant regulated by the HKMA to: (a) notify the HKMA as
soon as possible of its intention to become an issuer of structured products listed on the
Exchange and to give to the HKMA as much detail of any proposed issue of structured
products as is available at the time of notification; and (b) give a copy of such notification
to the Exchange as a condition of the Exchange considering any application it makes
for listing structured products®.

Comments received

100% of the respondents (22 respondents) supported the proposal. One respondent
commented but did not indicate a clear view on the proposal and five respondents did
not provide any view or comment.

Respondents generally agreed that the proposal aligns with the notification requirements
with respect to issuers regulated by the Hong Kong regulatory authorities. One

155 Question 58 of the Consultation Paper.
156 Question 59 of the Consultation Paper.
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respondent sought clarification on whether the proposal is applicable to new applicants
only.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the clarification sought by one respondent (see paragraph 410), the
proposed requirements apply to new applicants only.

Publication of eligible underlying assets

Publication of the list of eligible underlying assets

Proposals

We proposed to clarify in the Rules that the list of eligible underlying stocks (which
include ETFs) that are listed on the Exchange, which is currently published at
approximately quarterly intervals, may also be published at shorter intervals as the
Exchange may determine from time to time. We sought comments on whether the
drafting of the proposed amendments will give rise to any ambiguities or unintended
consequences'’.

Comments received

100% of the respondents who commented (nine respondents) agreed with the proposed
amendments or did not have any objection. They generally agreed that the proposal
would allow the Exchange to update the list of eligible underlying assets at shorter
intervals when appropriate, thereby enhancing market responsiveness and promoting
efficient product development.

Two respondents sought clarification on whether the Exchange will notify issuers before
the publication of an updated list. One respondent also commented that the same
approach should apply to eligible underlying stocks listed on foreign exchanges.

Our response and conclusion
We will proceed with the proposed amendments to the Rules.

With regards to the respondents’ comments (see paragraph 415), the Exchange will
continue the current practice and inform issuers upon publication of such a list on the
Exchange’s website. Please also refer to paragraph 421 regarding the publication of
other lists of eligible underlying assets (e.g. stocks which are listed on foreign
exchanges).

Publication of additional eligible underlying assets

157 Question 60 of the Consultation Paper.
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Proposals

In addition to the list that the Exchange currently publishes at approximately quarterly
intervals (as referred to in paragraph 413), the Exchange also proposed to publish from
time to time: (a) a list of additional stocks or ETFs that are listed on the Exchange and
become eligible underlying assets between two scheduled publications; and (b) a list of
additional eligible underlying assets other than stocks or ETFs that are listed on the
Exchange. We sought comments on whether the drafting of the proposed amendments
will give rise to any ambiguities or unintended consequences.'®

Comments received

100% of the respondents who commented (nine respondents) welcomed and agreed
with the proposed amendments. They generally agreed that the proposal enhances
market responsiveness and ensures that issuers and investors have timely access to
updated information.

Two respondents sought clarification on whether the Exchange will notify issuers before
the publication of any updated list of additional eligible underlying assets.

Our response and conclusion

In view of the respondents’ feedback, we will proceed with the proposed amendments
to the Rules. Similar to paragraph 417, the Exchange will inform issuers upon publication
on the Exchange’s website of any list of additional eligible underlying assets.

Content requirement for Launch Announcements

Proposals

We proposed to repeal the requirement to include parameters covering implied volatility,
gearing, effective gearing, premium and yield in Launch Announcements as they are
calculated based on market conditions on the Launch Date and may have changed on
the listing date in line with market movements '°.

Comments received

100% of the respondents (23 respondents) supported the proposal. Five respondents
did not provide any view or comment.

Respondents generally agreed that the proposal will remove the need to disclose
outdated information in listing documents. One respondent sought clarification on
whether the proposal is also applicable to SLDs.

158 Question 61 of the Consultation Paper.
159 Question 62 of the Consultation Paper.
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Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the clarification sought by one respondent (see paragraph 424), the
Exchange will proceed with the proposal to remove the requirement to publish Launch
Announcements and will also remove the requirement to disclose the parameters
referred to in paragraph 422 in a stand alone listing document and an SLD (see
paragraphs 244 to 248). Therefore, such parameters will not be required to be disclosed
in SLDs.

Content and display requirement for listing documents

Credit rating
Proposals

We proposed to: (a) remove the awarding date of a credit rating from the disclosure
requirements; and (b) extend the disclosure requirement of the credit rating and credit
rating agency to include (where credit ratings of issuers’/guarantors’ Holding Companies
are used for eligibility assessment) issuers’/guarantors’ Holding Companies in all listing
documents if our proposal on credit rating requirement under issuer eligibility
requirements is adopted'®°.

Comments received

90% of the respondents (19 respondents) supported the proposal and 10% (two
respondents) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and five respondents did not provide any view or comment.

Two respondents suggested (a) disclosing the credit ratings of the issuers, guarantors,
or their respective Holding Companies (as the case may be) in base listing documents
and (b) disclosing the most up-to-date credit ratings by way of web links to the websites
of the issuers, guarantors, or their respective Holding Companies (or other appropriate
source) in the SLDs. This would keep investors informed while avoiding the need to
update SLDs every time a credit rating is changed.

Two opposing respondents repeated the same comment they made in response to
Question 12 of the Consultation Paper regarding the proposed mandatory credit rating
requirement (see paragraph 116).

Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Credit rating information of issuers, guarantors or their respective Holding Companies
(where applicable) is required to be disclosed explicitly in the listing documents to

160 Question 63 of the Consultation Paper.
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provide investors with such information as of the date of the listing documents. Issuers
are responsible for any material misstatements or omission in the information disclosed
in the listing documents'®’. It would not be sufficient for issuers and (if any) guarantors
to discharge their disclosure obligations by referencing the websites only (see paragraph
429), particularly in case of any downgrade. That said, we welcome the additional
inclusion in the listing documents of such website references, on a voluntary basis, to
provide more information to investors.

In respect of the comments regarding the proposed mandatory credit rating requirement,
please refer to our response and conclusion in paragraphs 118 to 120.

Rights of the holders of structured products
Proposals

We proposed to also require disclosure, in listing documents, of the rights of holders of
structured products in the case of administration or an analogous action of the issuer
and (in the case of guaranteed issues) the guarantor, and the company whose securities
underlie the structured product’®?,

Comments received

95% of the respondents (21 respondents) supported the proposal and 5% (one
respondent) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and four respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal enhances investor
protection.

Two respondents’® took the view that the current disclosure requirement is sufficient.
One opposing respondent commented that requiring additional legal advice on the
relevant insolvency laws may be unduly burdensome to issuers. They thought the
current disclosure requirements are sufficient to inform investors of the relevant risks,
and the further requirements may not bring much additional value while increasing
compliance costs.

Our response and conclusion

In view of the strong market support, we will adopt the proposal.

With regards to the respondents’ comments (see paragraph 437), the proposal is
intended to enhance current disclosure requirements and clarify the Exchange’s

81 |In addition, issuers and/or guarantors are required to inform the Exchange and announce any downgrade in
credit ratings (including any downgrade in rating outlook) of an issuer and/or a guarantor (and where credit
ratings of Holding Companies are relied upon by the issuers or the guarantors for their eligibility assessment,
the relevant Holding Companies) as disclosed in the listing documents. Please see paragraphs 198 to 204 and
226 to 232.

162 Question 64 of the Consultation Paper.

63 Including one opposing respondent and one respondent who did not indicate a clear view.
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expectation. As stated in the Consultation Paper'®, the proposed requirement helps
investors’ understanding and awareness of their entittements and of potential risks in
the event of an administration or an analogous action of the issuer.

Declaration regarding the information in base listing documents
Proposals
We proposed to:

(a) in addition to including details of any changes to the information contained in a
base listing document, mandate a declaration by the issuer in an SLD that the
information contained in the base listing document (as supplemented by the SLD
and any supplementary listing document) is, as at the date of the SLD, up-to-date
and is true, accurate and complete in all material respects and there are no other
matters the omission of which would make the SLD or any statement therein
misleading; and

(b) alsorequire a supplementary listing document to include: (i) details of any changes
to the information contained in a base listing document; and (ii) a declaration by
the issuer that the information contained in the base listing document (as
supplemented by the SLD and the supplementary listing document) is, as at the
date of the supplementary listing document, up-to-date and is true, accurate and
complete in all material respects and there are no other matters the omission of
which would make the supplementary listing document or any statement therein
misleading'®.

Comments received

85% of the respondents (17 respondents) supported the proposal and 15% (three
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and seven respondents did not provide any view or comment.

Supporting respondents generally agreed with the rationale of the proposal to provide
certainty to investors in respect of the truthfulness, accuracy and completeness of the
information contained in the SLDs and supplementary listing documents.

Four respondents’®® suggested deleting “and there are no other matters the omission of
which would make the [supplementary listing document/SLD] or any statement therein
misleading” from the issuer’s declaration.

One supporting respondent reiterated the same suggestion in response to Question 33
of the Consultation Paper (see paragraph 257(a)) to align the issuer’s declaration with
the responsibility statement required under paragraph 1(b) of Appendix D1D to the Rules.

164 Paragraph 299 of the Consultation Paper.

165 Question 65 of the Consultation Paper.

166 |ncluding one supporting respondent, two opposing respondents and one respondent who did not indicate a
clear view.
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Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the respondents’ suggestion (see paragraph 443), the proposed issuers’
declaration aligns with the content requirements of supplementary listing documents and
SLDs under the Rules and also reflects the Exchange’s expectation. Since issuers are
required to disclose details of any changes to the information contained in a base listing
document, they should be able to declare that there are no other matters the omission
of which would make the supplementary listing document/SLD or any statement therein
misleading.

With regards to the reiterated suggestion in response to Question 33 of the Consultation
Paper (see paragraph 444), please refer to our response and conclusion in paragraph
259(a).

Financial statements
Proposals

We proposed, in the case of a guaranteed issue, to require disclosure of financial
information set out in paragraph 303 of the Consultation Paper in respect of both the
issuer and the guarantor'®’.

Comments received

95% of the respondents (20 respondents) supported the proposal and 5% (one
respondent) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal enhances investor
protection as the financial information of both the issuer and the guarantor is relevant to
investors in the case of a guaranteed issue.

One respondent sought clarification on whether the proposal applies only to the extent
that such financial information is available (e.g. whether consolidated financial
statements of the issuer are required if such an issuer does not have any subsidiaries).

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion

As stated in paragraph 171, we will modify the proposed Rule amendments to clarify
that an issuer or a guarantor is required to disclose consolidated financial information
only if it is a holding company with subsidiary(ies). Please also refer to paragraph 379
regarding the clarification changes to paragraph 11(1)(c) of Appendix D1D to the
amended Rules (see Part B of Appendix IlI).

167 Question 66 of the Consultation Paper.
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In view of the strong market support, we will adopt the proposal with the amendments
as stated in paragraph 453.

Display of listing documents
Proposals

We proposed to also require stand alone listing documents to be displayed on the
Exchange’s website for so long as any structured products issued under such stand
alone listing document are listed on the Exchange'®.

Comments received

95% of the respondents (18 respondents) supported the proposal and 5% (one
respondent) opposed it. Three respondents commented but did not indicate a clear view
on the proposal and six respondents did not provide any view or comment.

Supporting respondents generally supported the rationale of the proposal. Two
respondents who did not indicate a clear view on the proposal commented that there is
currently no stand alone issuance in the market.

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Language requirement for documents

Proposals

We proposed to require issuers to publish the documents (as set out in paragraph 309
of the Consultation Paper)'®® in both English and Chinese language'’°.

Comments received

64% of the respondents (14 respondents) supported the proposal and 36% (eight
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal facilitates investors’ access
to information.

Opposing respondents made the following comments:

168 Question 67 of the Consultation Paper.

69 The documents include, where applicable, (a) directors’ reports, (b) annual accounts, (c) interim reports, (d)
quarterly financial reports, (e) circulars to holders, (f) base listing documents, (g) SLDs and (h) any subsequent
amendments to listing documents.

170 Question 68 of the Consultation Paper.
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(a) three respondents commented that the items under paragraph 309(a) to (d) of the
Consultation Paper should not be required to be published in English and Chinese.
They noted that the current “offering regime” in Hong Kong already requires
updated financial statements included in the product offering documents to be in
English and Chinese. This enables investors to make informed investment
decisions. Mandating full translation of financial documents beyond what is
already included in the product offering documents would impose substantial
burden on issuers without commensurate benefits to investors''; and

(b) two respondents suggested keeping the bilingual publication requirement as a
policy expectation of the Exchange instead of a Rule requirement. One respondent
suggested that the requirement should not be mandatory, and issuers should have
the discretion to provide translation of the documents in any other language as
they see fit or upon request by the investors.

Our response and conclusion

As stated in the Consultation Paper'’?, the publication of documents in English and
Chinese is important for investors in Hong Kong (where both English and Chinese are
official languages carrying equal legal status) to assess the business and financial
conditions of the issuers and guarantors (if applicable) from time to time. We wish to
clarify that this proposal on bilingual publication is not intended to expand the scope of
information that issuers and guarantors (if applicable) are currently providing to investors
in practice.

In view of the majority support from the respondents, we will adopt the proposal.

Documentary requirement for launching stand alone issuance

Proposals

We proposed to replace the existing requirement that the draft of the stand alone listing
document be in a “reasonably advanced form” with the requirement that such a draft be
“substantially complete”, except in relation to commercial or other information that, by
its nature, can only be finalised and incorporated at a later date'”>.

Comments received

94% of the respondents (17 respondents) supported the proposal and 6% (one
respondent) opposed it. Three respondents commented but did not indicate a clear view
on the proposal and seven respondents did not provide any view or comment.

71 Such respondents have not provided further elaboration on the “offering regime” in Hong Kong as referred to
in their responses. For reference, the SIP Code has imposed similar dual language requirements on issuers
and guarantors (if any) of unlisted structured products to disclose financial reports and accounts in offering
documents (e.g. paragraphs 26 to 30 of Appendix C of the SIP Code) and make available financial information
to investors on a continuing basis (e.g. paragraph 7.6 of the SIP Code) in English and Chinese languages.

72 Paragraph 311 of the Consultation Paper.

173 Question 69 of the Consultation Paper.
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Supporting respondents generally agreed with the rationale of the proposal. Three
respondents who did not indicate a clear view on the proposal reiterated the same
comments regarding stand alone listing documents (see paragraph 457).

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion

In view of the strong market support, we will adopt the proposal.

Requirement for collateralised issues
In respect of issuers’ eligibility

Proposals

We proposed, where the listing of collateralised structured products is sought, to: (a)
also consider an issuer’s risk management systems and procedures (and such other
factors as the Exchange may, in its discretion, consider appropriate); and (b) require
issuers to contact the Exchange to seek informal and confidential guidance as to their
eligibility and suitability for listing at the earliest possible opportunity'’4.

Comments received

95% of the respondents (19 respondents) supported the proposal and 5% (one
respondent) opposed it. One respondent commented but did not indicate a clear view
on the proposal and seven respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal enhances the Exchange’s
regulatory oversight.

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion

In view of the strong market support, we will adopt the proposal.

In respect of collateral

Proposals

We proposed to:

(a) replace the prescriptive modes of security arrangements with respect to the
collateral with generic requirements to require the collateral to be clearly identified,
properly segregated and ring-fenced for the benefit of the holders in respect of

74 Question 70 of the Consultation Paper.
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each series or tranche of the relevant structured product from all other series or
tranches issued by the same issuer;

(b) apply all the generic collateral requirements (referred to in (a) above) to all
collateralised structured products (rather than imposing a specific obligation on
issuers to demonstrate or carry out these security arrangements); and

(c) (i) replace the specific reference to “custodian” and “depositary” as eligible holders
of collateral with a generic reference to “such other party as agreed by the
Exchange” and (ii) define such party or independent trustee as “collateral
holder™".

Comments received

94% of the respondents (17 respondents) supported the proposal and 6% (one
respondent) opposed it. Two respondents commented but did not indicate a clear view
on the proposal and eight respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal provides more flexibility to
cater for different security arrangements that may be put in place for specific types of
collateral and thereby promoting market development.

One respondent commented that for certain collateralised issuances in the market, the
collateral may be dynamically managed within a specific segregated account while the
account is collateralised up to the market value of the relevant products. As such, it may
not be practical for the collateral to be ring-fenced at all times.

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to one respondent’s comment (see paragraph 479), our proposal requires
that the collateral arrangement mechanism (including the title to, and control of,
collateral assets, the criteria for eligible collateral assets, etc.) be defined to ensure that
the collateral is clearly identified, properly segregated and ring-fenced. The collateral
assets do not have to be static, and the composition of the collateral assets can be
dynamically managed and changed within the parameters of the collateral arrangement
approved by the Exchange.

In respect of trustee, custodian or depositary
Proposal

We proposed to remove trust companies registered under Part VIl of the Trustee
Ordinance from the list of eligible trustee, custodian or depositary for collateralised
structured products as an institution fulfilling the minimum eligibility criteria under the

75 Question 71 of the Consultation Paper.
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Trustee Ordinance may not be considered sizeable enough to be a trustee for the
purposes of Chapter 15A of the Rules'"®.

Comments received

94% of the respondents (17 respondents) supported the proposal and 6% (one
respondent) opposed it. Three respondents commented but did not indicate a clear view
on the proposal and seven respondents did not provide any view or comment.

Supporting respondents generally agreed with the proposal and that it also aligns with
the requirement under the SIP Code.

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion

In view of the strong market support, we will adopt the proposal.

In respect of change in collateral arrangements

Proposal

We proposed to require an issuer, whilst any of its collateralised structured products are
listed on the Exchange, to inform the Exchange and announce as soon as practicable
where there is any proposed change in the collateral arrangements, trusts or other
security arrangements. An issuer must not proceed with any proposed changes until the
Exchange has confirmed to the issuer that it has no comments'””.

Comments received

89% of the respondents (17 respondents) supported the proposal and 11% (two
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and eight respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal enhances investor
protection.

Opposing respondents commented that the proposal imposes restrictions on the issuers’
flexibility to change collateral. While they acknowledged the importance of transparency
and regulatory oversight, they took the view that current Rule 15A.48 already provides
the Exchange with the power to impose additional requirements and therefore, the
proposed amendments to paragraph 8C of Appendix E5 to the Rules may not be
necessary.

176 Question 72 of the Consultation Paper.
77 Question 73 of the Consultation Paper.

-92-



492.

493.

S.5

494.

495.

496.

497.

498.

499.

500.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the respondents’ comment (see paragraph 491), the proposed
requirement refers to any proposed changes in the collateral arrangement such as the
criteria for eligible collateral assets (e.g. the nature or minimum credit ratings of the
eligible collateral assets). The proposal does not restrict any change of collateral within
the parameters under the collateral arrangement as approved by the Exchange.

In respect of listing documents
Proposal

We proposed to require that, in the case of an issue of collateralised structured products,
the listing document must contain such information on collateral, collateral holders and
collateral arrangements, trusts or other security arrangements necessary to enable an
investor to make an informed assessment of the collateralised structured products'”®,

Comments received

79% of the respondents (15 respondents) supported the proposal and 21% (four
respondents) opposed it. One respondent commented but did not indicate a clear view
on the proposal and eight respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal provides clarity on the
disclosure requirements relating to collateralised structured products.

Two opposing respondents noted that it is difficult to assess the practical implications of
the proposal as there is currently no issued collateralised structured product in the
market. They suggested that the disclosure requirement under the Rules should be
generic so that issuers may further discuss with the Exchange the specific content
requirement, when necessary.

One opposing respondent also commented that the proposed disclosure requirement is
not required for unlisted structured products under the SIP Code.

Our response and conclusion
In view of the strong market support, we will adopt the proposal.

As stated in the Consultation Paper'”, the proposal is intended to clarify the Exchange’s
regulatory expectation on the content requirements for listing documents concerning
collateralised structured products. We believe the proposed requirement is sufficiently
generic and does not impose any specific restrictions with respect to any particular type
of collateral arrangement.

178 Question 74 of the Consultation Paper.
179 Paragraph 330 of the Consultation Paper.
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With regards to one respondent’s comment (see paragraph 498), we note that the SIP
Code also requires information on collateral and collateral arrangements to be disclosed
in the offering documents for unlisted structured products'®°.

Requirement for withdrawal of listing

Proposal

In respect of the application for withdrawal of listing of a structured product prior to expiry
or maturity where the structured product is held entirely by the issuer or members of the
issuer’s group, we proposed to amend the Rules to clarify that “members of the issuer’s
group” includes any of its Holding Companies, subsidiaries and fellow subsidiaries and
any associated company of any of them'®',

Comments received

95% of the respondents (21 respondents) supported the proposal and 5% (one
respondent) opposed it. One respondent commented but did not indicate a clear view
on the proposal and five respondents did not provide any view or comment.

Supporting respondents generally agreed that the proposal provides clarity on the
issuers’ obligations in respect of withdrawal of listing.

One respondent sought clarification on whether the Rules would prohibit any withdrawal
of listing in the event of early termination as permitted under the terms and conditions of
the structured products.

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the clarification sought by one respondent (see paragraph 505), the
Rules allow for early withdrawal of listings of structured products held entirely by the
issuer or members of the issuer’s group (i.e. no outstanding position). In principle, the
Rules do not restrict any contractual rights to early termination or settlement of all
outstanding positions under the terms and conditions of the structured products prior to
the withdrawal of listing.

Requirement for liquidity provider

Proposal

We proposed to require an applicant, as soon as it intends to become an issuer of
structured products listed on the Exchange, to: (a) procure the exchange participant

180 Paragraphs 5.18 to 5.19 of the SIP Code.
181 Question 75 of the Consultation Paper.
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proposed to be appointed by such applicant as liquidity provider to notify the
Intermediaries Division of the SFC as soon as possible of its intention to act as the
liquidity provider; and (b) give a copy of such notification to the Exchange'®2.

Comments received

95% of the respondents (19 respondents) supported the proposal and 5% (one
respondent) opposed it. Three respondents commented but did not indicate a clear view
on the proposal and five respondents did not provide any view or comment.

One supporting respondent sought clarification on whether the proposed requirement
applies retrospectively to existing liquidity providers.

The respondent opposing the proposal did not provide substantive reasons.
Our response and conclusion
In view of the strong market support, we will adopt the proposal.

With regards to the clarification sought by one respondent (see paragraph 511), the
proposal applies to new applicants and will not apply retrospectively to existing issuers
and liquidity providers.

Remove Rules and requirements which are outdated or
redundant

Proposals

We proposed to streamline the Rules by removing those outdated Rules and
requirements set out in items (a) to (s) in paragraph 337 of the Consultation Paper's?,

Comments received

100% of the respondents (20 respondents) supported the proposal. Two respondents
commented but did not indicate a clear view on the proposal and six respondents did
not provide any view or comment.

One supporting respondent suggested that the Exchange sets out the requirements
regarding operational arrangements with respect to the relevant structured products in
the respective Product Sheets.

Our response and conclusion

In view of the strong market support, we will adopt the proposal.

182 Question 76 of the Consultation Paper.
183 Question 77 of the Consultation Paper.
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With regards to one respondent’s suggestion (see paragraph 517), we have been
providing guidance, and will continue to do so, on operational arrangements to the
market from time to time where necessary.

Housekeeping Rule amendments

Proposals

We sought comment on whether the proposed housekeeping Rule amendments as set
out in paragraph 338 of the Consultation Paper will give rise to any ambiguities or
unintended consequences'®,

Comments received

100% of the respondents who commented (five respondents) indicated that they are
supportive or do not object to the proposed housekeeping Rule amendments. One
respondent acknowledged that the proposed amendments aim to improve clarity and do
not involve any change in the policy direction.

Another respondent commented that the proposed amendment to Rule 15A.47(5)
appears to apply to European-style products only and does not apply to American-style
products.

Our response and conclusion

We will proceed with the proposed amendments to the Rules. With regards to one
respondent’s comment (see paragraph 522), Rule 15A.47(5) (as amended) also applies
to American-style products in the scenario of an automatic exercise on expiry or maturity.

In addition to the Rule amendments proposed in the Consultation Paper, we will make
further housekeeping amendments to the Rules to improve clarity'®. Such amendments
do not involve any change in policy direction.

84 Question 78 of the Consultation Paper.

85 Rules 15A.13(1) (applicable to the Chinese version only), 15A.30 and 15A.70, paragraphs 1(b) (applicable to
the Chinese version only), 11(2), 12, 21 (applicable to the English version only), 22 (applicable to the English
version only), 23 (applicable to the Chinese version only), 27(3) and 31(3) (applicable to the English version
only) of Appendix D1D, paragraph 5(1)(a), 5(1)(c) (applicable to the Chinese version only), 27C (applicable to
the Chinese version only) and note 1 to paragraph 26(2) of Appendix E5 to the amended Rules (see Part B of
Appendix Il1).
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APPENDIX I: LIST OF RESPONDENTS

Named Respondents

The following is a list of the nine respondents to the Consultation Paper who have agreed to
have their names published:

Organisational respondents

Accounting Firm

Ernst & Young

Law Firm

Deacons

King & Wood (previously named as King & Wood Mallesons)

Professional Body / Industry Association

Asia Securities Industry & Financial Markets Association

Hong Kong Securities Association

The Law Society of Hong Kong

Structured Products Issuer

Guotai Junan Securities (Hong Kong) Limited

Korea Investment & Securities Asia Limited

Macquarie Group




Anonymous Respondents

The following is a breakdown, by category, of the 19 respondents to the Consultation Paper
who have opted to remain anonymous:

Category Number

Organisational respondents

HKEX Participant 1
Listed Company 2
Structured Products Issuer 7
Others 1

Individual respondents

Brokerage Firm Staff 1
Listed Company Staff 1
Staff at Structured Products Issuer 2
Investor 3
Others 1




APPENDIX II:

QUANTITATIVE ANALYSIS OF RESPONSES

This appendix provides a summary of quantitative responses from the respondents to all questions in the Consultation Paper. The total number
of each question includes only respondents who commented on that question. The sum of percentages for each row may not add up to 100%
due to rounding.

Consolidated Quantitative Analysis

The table below summaries the quantitative responses to all questions in the Consultation Paper from both organisational and individual
respondents.

- RN

Do you agree that the minimum issue price for DWs should be lowered from
HK$0.25 to HK$0.15?

Q2

Do you agree with the proposal to remove the minimum issue price
requirement for CBBCs?

23

92%

8%

25

Q3

Do you agree with the proposal to lower the minimum market capitalisation at
issuance for (a) DWs and (b) CBBCs from HK$10 million to HK$6 million if
our proposals on the minimum issue price of the respective product are
adopted?

15

68%

32%

22

Q4

Do you agree with the proposal to add additional entitlement ratios allowing
the issuances of two, eight, 20, 80, 200, 800, 1,000, and thereafter in multiples
of 500 units of structured products for one share (or other security) in relation
to DW and CBBC issuances?

23

96%

4%

24
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Do you agree with the proposal to require Emulation Issues to have identical 83% 17%
product terms as existing issues except for issue price and issue size?

Q6 Do you agree with the proposal to determine the eligibility of ETFs as 22 96% 1 4% 23
underlying securities (for structured products linked to single ETF) based on
the AUM (rather than “public float capitalisation”) of ETFs?

Q7 With the above proposed change of reference to AUM for assessing eligibility 21 95% 1 5% 22
of ETFs, do you agree with the proposal to change the eligibility threshold for
an ETF as an underlying security for structured product issuances linked to a
single ETF to at least HK$1 billion (instead of HK$4 billion) over the 60-day
Qualifying Period?

Q8 Do you agree with the proposal to delete the Prescriptive Product Terms 25 100% 0 0% 25
requirements from the Rules and require product issuance be subject to the
permitted product terms to be published from time to time by the Exchange?

Q9 Do you agree with the proposal to, in relation to structured products which are, 22 100% 0 0% 22
or which may be, settled by delivery of the underlying securities or assets,
also allow the relevant terms and conditions to provide for electronic transfer
for settlement of underlying securities or assets through other settlement
platforms as approved by the Exchange?

Q10 Do you agree that the minimum NAV requirement should be increased from 16 64% 9 36% 25
HK$2 billion to HK$5 billion?

Q11 Do you agree with the proposal to impose a mandatory requirement that 22 96% 1 4% 23
issuers must be Regulated Entities?

IN-2
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Do you agree with the proposal to mandate investment grade ratings awarded 55% 45%
by all CRAs from which it has sought a credit rating and additional disclosure
requirements in listing documents, where

the requisite credit ratings should be obtained by:

(a) the issuer (or, in case the issuer is not rated, the issuer's Holding
Companies); or

(b) in case of guaranteed issues, the guarantor, or (in case the guarantor is
not rated) the issuer, or (in case neither the guarantor nor the issuer is
rated) any of the guarantor’'s Holding Companies, or (in case none of the
guarantor, the issuer or the guarantor’'s Holding Companies is rated) any
of the issuer’s Holding Companies?

and
the following disclosures should be included in the listing documents:
(c) the credit ratings are for investors’ reference only,

(d) where the credit rating of the Holding Companies is relied upon by the
issuer or the guarantor for eligibility assessment,

(i) identify the Holding Companies and describe their relationship with
the issuer, and (in case of guaranteed issues) the guarantor; and

(ii) investors (1) shall have no recourse against the Holding Companies
and (2) shall determine the relevance and significance of credit
ratings of the Holding Companies?

Q13 Do you agree with the proposal that, where an issuer fails to fulfil any of the 16 70% 7 30% 23
proposed NAV requirement, the Regulated Entity requirement and the credit
rating requirement, the issuer may issue guaranteed issues with the eligibility
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requirement being satisfied by a guarantor fulfilling all of the proposed NAV
requirement, the Regulated Entity requirement and the credit rating
requirement (see paragraph 99(c)(ii) of the Consultation Paper)?

Q14 Do you agree with the proposal that: (a) an eligible issuer may issue 14 64% 8 36% 22
guaranteed issues provided that such guarantor also satisfies the proposed
NAV requirement, the Regulated Entity requirement and the credit rating
requirement (see paragraph 99(c)(ii) of the Consultation Paper); and (b) in
such cases, each of the issuer and the guarantor will be required to
individually comply with the Rules?

Q15 Do you agree with the proposal to impose the following requirements on an 17 74% 6 26% 23
ongoing basis whilst any of the issuers’ structured products are listed on the
Exchange, in addition to NAV requirement:

(a) issuers or (in the case of guaranteed issues) the guarantors shall, or
(where credit ratings of Holding Companies are relied upon for eligibility
assessment) shall ensure that the Holding Companies will, comply with
the credit rating requirement; and

(b) issuers or (in the case of guaranteed issues) the guarantors shall comply
with the Regulated Entity requirement?

Q16 Do you agree with the proposal to allow a transitional period of 12 months 19 90% 2 10% 21
from the effective date of the Rule amendments for existing issuers and/or
guarantors to comply with the new eligibility requirements?

Q17 Do you agree with the proposal to clarify that the Exchange may accept other 21 100% 0 0% 21
group companies (meaning any of the issuer's Holding Companies,
subsidiaries and fellow subsidiaries) to be the guarantor, taking into account




the circumstances of the issuer and/or the guarantor as the Exchange may,
in its discretion, consider appropriate?

Q18 Do you agree with the following proposals to: 15 71% 6 29% 21

(a) delete the minimum service level for quotation size (i.e. 20 board lots)
from the Rules;

(b) mandate the minimum service levels for liquidity provision specified in the
listing documents to comply with the minimum service levels as published
by the Exchange from time to time and

(c) add a specific obligation in the Rules on issuers to comply with the
minimum service levels for liquidity provision specified in the listing

documents?
Q19 Do you agree with the proposal to shorten the publication deadline of interim 13 57% 10 43% 23
financial reports from four months to three months after the relevant interim
period end?
Q20 Do you agree with the proposal to impose a mandatory requirement for 18 78% 5 22% 23

issuers and (in case of guaranteed issues) guarantors that have subsidiaries
to publish consolidated financial statements in their annual and interim reports
in respect of the first six months of its financial year, and include such
information in listing documents?

Q21 Do you agree with the proposal to introduce a requirement for issuers and 18 86% 3 14% 21
guarantors of non-collateralised products to inform the Exchange and
announce any change in their regulatory status as soon as practicable?
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Do you agree with the proposal to require issuers: (a) to announce change of 86% 14%
liquidity providers or their particulars (such as broker ID number or contact
information) before implementing such a change (in addition to notifying the
Exchange); and (b) to inform the Exchange and announce as soon as
practicable upon any disruption to, or resumption of, liquidity provision
services?

Q23 Do you agree with the proposal to require issuers and/or guarantors to 16 80% 4 20% 20
announce the matters as set out in item (A) of paragraph 160 of the
Consultation Paper in addition to informing the Exchange as soon as
practicable?

Q24 Do you agree with the proposal to require issuers and/or guarantors to 14 67% 7 33% 21
announce a change in their credit rating as disclosed in the listing documents
in addition to informing the Exchange as soon as practicable?

Q25 Do you agree with the proposal to require issuers and/or guarantors to 14 78% 4 22% 18
announce matters relating to their winding up and liquidation as set out in item
(C) of paragraph 160 of the Consultation Paper in addition to informing the
Exchange as soon as practicable?

Q26 Do you agree with the proposal to require issuers to publish the trading reports 16 80% 4 20% 20
on the Exchange’s website instead of reporting to the Exchange?

Q27 Do you agree with the proposal to require issuers and/or guarantors to inform 13 62% 8 38% 21
the Exchange and announce any downgrade in their rating outlook as soon
as practicable?
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Do you agree with the proposal, where credit ratings of Holding Companies 64% 36%
are relied upon by the issuers or the guarantors for eligibility assessment, to
require issuers and/or guarantors to inform the Exchange and announce credit
rating changes as disclosed in the listing documents (including any
downgrade in rating outlook) of these Holding Companies as soon as
practicable if our proposal on credit rating requirement under issuer eligibility
assessment is adopted?

Q29 Do you agree with the proposal to require issuers and/or guarantors to inform 15 75% 5 25% 20
the Exchange and announce the winding up and liquidation events concerning
their respective Holding Companies as set out in item (C) of paragraph 160 of
the Consultation Paper as soon as practicable after the occurrence of such
events?

Q30 The Exchange proposes to clarify in the Rules that: N/A N/A N/A N/A N/AE8

(a) in assessing the suitability or capability of an issuer, in addition to the
considerations mentioned in paragraph 169 of the Consultation Paper,
where appropriate, the Exchange may have regard to, inter alia, the
issuer's group (meaning any of the issuer's Holding Companies,
subsidiaries and fellow subsidiaries and any associated companies of any
of them) members’: (i) previous experience in issuing and managing the
issue of other similar instruments; (ii) risk management systems and
procedures; and (ii) whether they have satisfactory experience in
managing the potential obligations under the structured product issue;

(b) it may impose restrictions and conditions on the issuance of structured
products linked to any eligible underlying assets;

186 A total of seven respondents provided comments on this proposal.
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(c) it may require an issuer to withdraw the listing of existing products that
are held entirely by the issuer or members of its group (including any of
the issuer’s Holding Companies, subsidiaries and fellow subsidiaries and
any associated company of any of them);

(d) without prejudice to the Exchange’s powers under the Rules, the
circumstances under which the Exchange may impose additional
requirements or conditions on issuance of structured products by issuers
include, without limitation where: (i) in the Exchange’s opinion, there has
been an adverse change in the financial circumstances of the issuer or (in
the case of a guaranteed issue) guarantor or (in case where credit ratings
of Holding Companies are used to satisfy the credit rating requirement)
their Holding Companies; (ii) in the Exchange’s opinion, the issuer fails to
properly issue and manage structured products issue; or (iii) the issuer is
applying to list a new type of structured products;

(e) the appointment of a liquidity provider that is not a member of the issuer’s
group requires the Exchange’s prior approval; and

(f) it will assess an issuer’s or guarantor’s ongoing compliance with eligibility
requirements as well as an issuer’s performance in issuing and managing
structured products issues (including but not limited to liquidity provision,
the requirements of which will be published from time to time by the
Exchange) whilst its structured products are listed on the Exchange.
Where an eligible issuer issues guaranteed issues, the Exchange will
conduct the assessment described above individually on each of the
issuer and the guarantor.
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Please provide comments on whether the drafting of the proposed
amendments will give rise to any ambiguities or unintended consequences.

Q31

Do you agree with the proposal to amend the Rules such that:
(a) the requirement to publish a Launch Announcement will be removed;

(b) the prescribed particulars that are currently required to appear in a Launch
Announcement will be consolidated into disclosure requirements for a
stand alone listing document and an SLD and will be set out in Appendix
D1D to the Rules; and

(c) a stand alone listing document or an SLD will be published as soon as
practicable after the Launch Date once the Exchange confirmed that it
has no comments and no later than the first business day following the
Launch Date?

22

100%

0%

22

Q32

Do you agree with the proposal, in relation to the listing of Further Issues
where the existing issues are non-collateralised and issued pursuant to a base
listing document, to accept simplified versions of SLDs, such that, to the
extent that the information contained in SLDs for existing issues remains the
same, issuers would not be required to reproduce such information in the
SLDs for Further Issues, except for information required by the “General
Information” and “Other information” sections of Appendix D1D to the Rules?

24

100%

0%

24

Q33

Do you agree with the proposal that the SLDs for Further Issues may contain
only the following information:

(a) the disclosure specified by the “General Information” and “Other
information” sections of Appendix D1D to the Rules;

23

100%

0%

23
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(b) any update to the information as set out in the listing documents for the
existing issues;

(c) the number of units of the Further Issues to be issued;

(d) the closing price of the existing issues on either the day on which the
Further Issues are launched or, if the Further Issues are launched before
trading on the Exchange has ceased for the day, the day preceding the
day on which the Further Issues are launched ;

(e) the date of publication of, and a web link to, each of the base listing
document, any supplementary listing document and SLD for the existing
issues;

(f) a statement that the Further Issues form a single series with the existing
issues;

(g) a statement that the SLD for the Further Issues shall be read in
conjunction with the base listing document, any supplementary listing
document and SLD for the existing issues; and

(h) a declaration by the issuer that the information contained in the base
listing document (as supplemented by any supplementary listing
document and the SLDs for both the existing issues and Further Issues)
is, as at the date of the SLD for the Further Issues, up-to-date and is true,
accurate and complete in all material respects and there are no other
matters the omission of which would make the SLD or any statement
therein misleading.

Q34 Do you agree with the proposal to not require the guarantor to apply for listing 21 91% 2 9% 23
of Further Issues?

II-10



- NN

Do you agree with the proposal to exempt the disclosure of Index Information
in listing documents where: (a) the Index Information is publicly available in
English and Chinese on the index compiler's website; and (b) a web link to
such website is included in the listing documents?

96%

4%

Q36

With the above proposal, do you agree with the proposal to remove the
specific exemption for HSI from the Rule?

24

96%

4%

25

Q37

Do you agree with the following proposals:

(@)

(b)

to allow securities dealers (that are also issuers) to offer Incentives
subject to safeguards mentioned in paragraph 202 of the Consultation
Paper. In respect of safeguard (c), the Incentives will not be recovered by
the issuers’ securities dealing units from their structured product issuance
units;

where the Incentives relate to specific structured products, such
Incentives shall be in the form of fee discounts;

to require disclosures in the relevant listing documents and publicity
materials alerting investors to the fact that an issuer or its group company
intends to offer Incentives and that investors should make investment
decisions with respect to structured products without regard to the benefit
of such Incentives; and

to clarify the issuer's group to mean any of the issuer's Holding
Companies, subsidiaries and fellow subsidiaries; and replace “close
associates” with members of an issuer’s group?

18

100%

0%

18

Q38

Do you agree with the proposal to define structured product in the Rules as
having the meaning defined in the SFO as amended from time to time, and to

20

91%

9%

22
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remove the generic descriptions of structured products and underlying assets
in the Rules?

Q39

Do you agree with the proposal to replace the requirement that one of the
authorised representatives must be a director with the requirement that such
authorised representative must be a senior officer of the issuer or the
guarantor instead?

21

88%

12%

24

Q40

Do you agree with the proposal that legal opinions of guaranteed issues
should also confirm that:

(a) the guarantee or other security is enforceable in accordance with its
terms;

(b) the guarantee or other security is issued in conformity with the laws of the
place in which the guarantor is incorporated or otherwise established and
in conformity with the guarantor's memorandum and articles of
association or equivalent documents; and all authorisations needed for its
issue under such laws or documents have been duly given;

(c) the guarantee or other security, and the guarantor’s liability for the due
and punctual performance of the obligations of the issuer, will also not be
affected in case of administration or analogous action of the issuer; and

(d) the guarantor is duly incorporated or otherwise established under the laws
of the place in which it is incorporated or otherwise established?

14

78%

22%

18

Q41

Do you agree with the proposal to require issuers to submit to the Exchange
legal opinions confirming the following:

14

64%

36%

22
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(a) the obligations of the issuer under the structured products are legal, valid,
binding and enforceable in accordance with the terms of the structured
products;

(b) (i) the structured products are issued in conformity with the laws of the
place in which the issuer is incorporated or otherwise established and in
conformity with the issuer's memorandum and articles of association or
equivalent documents; and (ii) all authorisations needed for their creation
and issue under such laws or documents have been duly given;

(c) theissuer is duly incorporated or otherwise established under the laws of
the place in which it is incorporated or otherwise established; and

(d) such other matters as the Exchange shall require depending on the
circumstances of the issuer?

Q42 Do you agree with the proposal that legal opinions of collateralised issues 18 95% 1 5% 19
should also confirm the following:

(a) the validity of the proposed trust or other security arrangements and that
they are enforceable in accordance with their terms;

(b) all authorisations needed for the proposed trust or other security
arrangements under the laws of the place in which the security provider
is incorporated or otherwise established and the security provider’s
memorandum and articles of association or equivalent documents have
been duly given; and

(c) such other matters as the Exchange shall require depending on the
circumstances of the issuer and/or the security provider?
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Do you agree with the proposal to require legal opinions in respect of issuers, 85% 15%
guaranteed issues and collateralised issues to be submitted:

(a) in draft form at the time of submission of their respective first draft of the
base listing document or stand alone listing document; and

(b) in final form on the date of publication of their respective base listing
document or stand alone listing document?

Q44 Do you agree with the proposal to delete all requirements on continuing 22 96% 1 4% 23
obligations in Chapter 15A and move them to Appendix E5 to the Rules?

Q45 Do you agree with the proposal to: 23 100% 0 0% 23

(a) delete the list of general factors for considering suitability of structured
products linked to overseas stocks in the Rules and move them to the
New Product Guide which sets out, among other matters, specific
information to be submitted by an issuer to the Exchange, as well as
additional factors to consider, in its suitability assessment; and

(b) state in the Rules that the Exchange will specify from time to time the
factors that it will consider in determining the suitability of structured
products that relate to overseas stocks or ETFs and other assets?

Q46 Do you agree with the proposal to: (a) remove the references to 23 100% 0 0% 23
“advertisements” from the Rules; and (b) require issuers to agree the trading
arrangements of their products with the Exchange in advance and remove the
requirement for them to submit draft trading arrangements announcements to
the Exchange for clearance before publication?

In-14



- NN

Do you agree with the proposal to allow publication of announcements during 100% 0%
trading hours regarding disruption and resumption of liquidity provision
services, and expiry of CBBCs due to occurrence of an MCE?

Q48 Do you agree with the proposal to: (a) clarify that an MCE announcement 20 100% 0 0% 20
should include both the time when the MCE occurred and the residual value,
where applicable; and (b) require such an announcement to be published as
soon as practicable after occurrence of an MCE?

Q49 Do you agree with the proposal to require an announcement mentioned in 18 100% 0 0% 18
paragraph 256 to of the Consultation Paper contain information about,
including but not limited to, the commencement of the suspension period, (if
known) the end of the suspension period and how the suspension period will
affect the exercise rights under the structured products?

Q50 Do you agree with the proposal to require publication of listing documents as 19 95% 1 5% 20
soon as practicable after the Exchange has confirmed it has no comments?

Q51 Do you agree with the proposals to require guarantors: 22 100% 0 0% 22

(a) to be duly incorporated or otherwise established under the laws of the
place in which they are incorporated or otherwise established and must
be in conformity with those laws and their memorandum and articles
association or equivalent documents; and

(b) to accept responsibility for information in relation to the guarantors
contained in the listing document?

Q52 Do you agree with the proposals to require guarantors to: (a) publish full 16 84% 3 16% 19
details of any other financial information which guarantors may provide to any
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other exchange or market; and (b) prepare the interim financial reports and
statement referred to in the Rules in accordance with guarantors’ usual
accounting policies and procedures?

Q53 Do you agree with the proposal to require issuers to: (a) notify the Exchange 23 100% 0 0% 23
of any proposed changes in the terms of conversion or in the terms of the
exercise of any of the issuers’ structured products, the effective date and the
effect of any such changes; and that issuers must not proceed with such
changes until the Exchange has confirmed that it has no comments; and (b)
publish an announcement on any such proposed changes and the effective
date of such changes prior to the effective date of such change?

Q54 Do you agree with the proposal to state in the Rules that issuers: (a) may only 23 100% 0 0% 23
issue structured products relating to underlying assets that are approved and
specified as such from time to time by the Exchange; and (b) should seek
approval from the Exchange before issuing structured products relating to
other assets that have not been approved or specified as such by the
Exchange?

Q55 Do you agree with the proposal to require issuers to also comply with 22 96% 1 4% 23
guidelines published by regulatory bodies relating to the marketing of
structured products?

Q56 Do you agree with the proposal to require issuers to comply with such relevant 24 100% 0 0% 24
laws, regulations, rules and guidelines at all times?

Q57 Do you agree with the proposal to prohibit the issuance of structured products 22 100% 0 0% 22
linked to issuer’s own securities or securities of its group companies (meaning
any of the issuer’s Holding Companies, subsidiaries and fellow subsidiaries)
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or a company of which the issuer is a controlling shareholder or has effective
management control?

Q58 Do you agree with the proposal to remove government or government-backed 23 96% 1 4% 24
entities as a type of issuer of non-collateralised structured products that does
not need to comply with the eligibility requirements on Regulated Entity and
credit rating?

Q59 Do you agree with the proposal to require an applicant regulated by the HKMA 22 100% 0 0% 22
to: (a) notify the HKMA as soon as possible of its intention to become an issuer
of structured products listed on the Exchange and to give to the HKMA as
much detail of any proposed issue of structured products as is available at the
time of notification; and (b) give a copy of such notification to the Exchange
before the Exchange will consider any application for listing structured
products?

Q60 The Exchange proposes to clarify in the Rule that the list that is currently N/A N/A N/A N/A N/A?
published at approximately quarterly intervals may also be published at
shorter intervals as the Exchange may determine.

Please provide comments on whether the drafting of the proposed
amendments will give rise to any ambiguities or unintended consequences.

Q61 In addition to the list that the Exchange currently publishes at approximately N/A N/A N/A N/A N/A8
quarterly intervals, the Exchange also proposes to publish from time to time:
(a) a list of additional stocks or ETFs that are listed on the Exchange and
become eligible underlying assets between two scheduled publications; and

187 A total of nine respondents provided comments on this proposal.
188 A total of nine respondents provided comments on this proposal.
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(b) a list of additional eligible underlying assets other than stocks or ETFs that
are listed on the Exchange.

Please provide comments on whether the drafting of the proposed
amendments will give rise to any ambiguities or unintended consequences.

Q62 Do you agree with the proposal to repeal the requirement to include the 23 100% 0 0% 23
parameters as set out in paragraph 291 of the Consultation Paper in Launch
Announcements?

Q63 Do you agree with the proposal to: (a) remove the awarding date of credit 19 90% 2 10% 21

rating from the disclosure requirements; and (b) extend the disclosure
requirement of the credit rating and credit rating agency to include (where
credit ratings of issuers’/guarantors’ Holding Companies are used for eligibility
assessment) issuers’/guarantors’ Holding Companies in all listing documents
if our proposal on credit rating requirement under issuer eligibility
requirements is adopted?

Q64 Do you agree with the proposal to also require disclosure in the listing 21 95% 1 5% 22
documents, the rights of holders of structured products in the case of
administration or an analogous action of the issuer and (in the case of
guaranteed issues) the guarantor, and the company whose securities underlie
the structured product?

Q65 Do you agree with the proposal to: 17 85% 3 15% 20

(a) in addition to including details of any changes to the information contained
in the base listing document, mandate a declaration by the issuer in the
SLD that the information contained in the base listing document (as
supplemented by the SLD and any supplementary listing document) is,
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as at the date of the SLD, up-to-date and is true, accurate and complete
in all material respects and there are no other matters the omission of
which would make the SLD or any statement therein misleading; and

(b) also require a supplementary listing document to include: (i) details of any
changes to the information contained in the base listing document; and
(ii) a declaration by the issuer that the information contained in the base
listing document (as supplemented by the SLD and the supplementary
listing document) is, as at the date of the supplementary listing document,
up-to-date and is true, accurate and complete in all material respects and
there are no other matters the omission of which would make the
supplementary listing document or any statement therein misleading?

Q66 Do you agree with the proposal that, in the case of a guaranteed issue, the 20 95% 1 5% 21
financial information set out in paragraph 303 of the Consultation Paper
should be disclosed in respect of both the issuer and the guarantor?

Q67 Do you agree with the proposal to also require stand alone listing documents 18 95% 1 5% 19
to be displayed on the Exchange’s website for so long as any structured
products issued under such stand alone listing document are listed on the
Exchange?

Q68 Do you agree with the proposal to require issuers to publish the documents 14 64% 8 36% 22
as set out in paragraph 309 of the Consultation Paper in both English and
Chinese language?

Q69 Do you agree with the proposal to replace the existing requirement that the 17 94% 1 6% 18
draft of the stand alone listing document be in a reasonably advanced form
with the requirement that such draft be substantially complete except in
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relation to commercial or other information that by its nature can only be
finalised and incorporated at a later date?

Q70 Do you agree with the proposal, where the listing of collateralised structured 19 95% 1 5% 20
products is sought to: (a) also consider an issuer’s risk management systems
and procedures (and such other factors as the Exchange may, in its
discretion, consider appropriate); and (b) require issuers to contact the
Exchange to seek informal and confidential guidance as to their eligibility and
suitability for listing at the earliest possible opportunity?

Q71 Do you agree with the proposal to: 17 94% 1 6% 18

(a) amend the Rule such that the focus will be on the collateral and replace
the prescriptive modes of security arrangements with respect to the
collateral with generic requirements to require the collateral to be clearly
identified, properly segregated and ring-fenced for the benefit of the
holders in respect of each series or tranche of the relevant structured
product from all other series or tranches issued by the same issuer;

(b) apply all the generic collateral requirements referred to in (a) above to all
collateralised structured products (rather than imposing a specific
obligation on issuers to demonstrate or carry out these security
arrangements); and

(c) (i) replace the specific reference to “custodian” and “depositary” as eligible
holders of collaterals with a generic reference to “such other party as
agreed by the Exchange” and (ii) define such party or independent trustee
as “collateral holder”?
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Do you agree with the proposal to remove trust companies registered under 94% 6%
Part VIII of the Trustee Ordinance from the list of eligible trustee, custodian or
depositary for collateralised structured products?

Q73 Do you agree with the proposal to require an issuer to, whilst any of its 17 89% 2 11% 19
collateralised structured products are listed on the Exchange, to inform the
Exchange and announce as soon as practicable where there is any proposed
change in the collateral arrangements, trusts or other security arrangements;
and that an issuer must not proceed with any proposed changes until the
Exchange has confirmed to the issuer that it has no comments?

Q74 Do you agree with the proposal to require that in the case of an issue of 15 79% 4 21% 19
collateralised structured products, the listing document must contain such
information on the collateral, collateral holders and collateral arrangements,
trusts or other security arrangements necessary to enable an investor to make
an informed assessment of the collateralised structured products?

Q75 In respect of the withdrawal of listing of a structured product, do you agree 21 95% 1 5% 22
with the proposal to amend the Rules to clarify that “members of the issuer’s
group” includes any of its Holding Companies, subsidiaries and fellow
subsidiaries and any associated company of any of them?

Q76 Do you agree with the proposal to require an applicant, as soon as it intends 19 95% 1 5% 20
to become an issuer of structured products listed on the Exchange, to: (a)
procure the exchange participant proposed to be appointed by such applicant
as liquidity provider to notify the Intermediaries Division of the SFC as soon
as possible of its intention to act as the liquidity provider; and (b) give a copy
of such notification to the Exchange?
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Do you agree with the proposal to remove the Rules and requirements as set 100% 0%
out in items (a) to (s) in paragraph 337 of the Consultation Paper?

Q78 Do you have any comments on whether the proposed housekeeping Rule N/A N/A N/A N/A N/A®®
amendments will give rise to any ambiguities or unintended consequences?

189 A total of five respondents provided comments on this proposal.
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Breakdown of Quantitative Analysis

The table below summaries the quantitative responses to all questions in the Consultation Paper, separated by organisational and individual
respondents.

ORGANISATIONAL
INDIVIDUAL RESPONDENTS
QUESTION RESPONDENTS
TOTAL | YES

Q1 Do you agree that the minimum issue price for | 16 100% 0 0% 16 8 100% 0 0% 8

DWs should be lowered from HK$0.25 to

HK$0.15?
Q2 Do you agree with the proposal to remove the | 16 94% 1 6% 17 7 88% 1 12% 8

minimum issue price requirement for CBBCs?

Q3 Do you agree with the proposal to lower the | 10 71% 4 29% 14 5 63% 3 37% 8
minimum market capitalisation at issuance for
(a) DWs and (b) CBBCs from HK$10 million to
HK$6 million if our proposals on the minimum
issue price of the respective product are
adopted?

Q4 Do you agree with the proposal to add | 16 100% 0 0% 16 7 88% 1 12% 8
additional entitlement ratios allowing the
issuances of two, eight, 20, 80, 200, 800,
1,000, and thereafter in multiples of 500 units
of structured products for one share (or other
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ORGANISATIONAL
QUESTION RESPONDENTS

INDIVIDUAL RESPONDENTS

‘ TOTAL ‘ YES ’

security) in relation to DW and CBBC
issuances?

Q5 Do you agree with the proposal to require 13 87% 2 13% 15 6 75% 2 25% 8
Emulation Issues to have identical product
terms as existing issues except for issue price
and issue size?

Q6 Do you agree with the proposal to determine | 15 100% 0 0% 15 7 88% 1 12% 8
the eligibility of ETFs as underlying securities
(for structured products linked to single ETF)
based on the AUM (rather than “public float
capitalisation”) of ETFs?

Q7 With the above proposed change of reference | 14 100% 0 0% 14 7 88% 1 12% 8
to AUM for assessing eligibility of ETFs, do you
agree with the proposal to change the eligibility
threshold for an ETF as an underlying security
for structured product issuances linked to a
single ETF to at least HK$1 billion (instead of
HK$4 billion) over the 60-day Qualifying
Period?

Q8 Do you agree with the proposal to delete the | 17 100% 0 0% 17 8 100% 0 0% 8
Prescriptive Product Terms requirements from
the Rules and require product issuance be
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QUESTION

ORGANISATIONAL
RESPONDENTS

‘ TOTAL ‘ YES ’ % ’ NO ’

INDIVIDUAL RESPONDENTS

% ‘ TOTAL

subject to the permitted product terms to be
published from time to time by the Exchange?

Q9

Do you agree with the proposal to, in relation
to structured products which are, or which may
be, settled by delivery of the underlying
securities or assets, also allow the relevant
terms and conditions to provide for electronic
transfer for settlement of underlying securities
or assets through other settlement platforms as
approved by the Exchange?

14

100% 0 0%

14

100%

0% 8

Q10

Do you agree that the minimum NAV
requirement should be increased from HK$2
billion to HK$5 billion?

10

59% 7 41%

17

75%

25% 8

Q11

Do you agree with the proposal to impose a
mandatory requirement that issuers must be
Regulated Entities?

15

100% 0 0%

15

88%

12% 8

Q12

Do you agree with the proposal to mandate
investment grade ratings awarded by all CRAs
from which it has sought a credit rating and
additional disclosure requirements in listing
documents, where

50% 7 50%

14

63%

37% 8
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QUESTION

ORGANISATIONAL
RESPONDENTS

INDIVIDUAL RESPONDENTS

the requisite credit ratings should be obtained
by:

(a) the issuer (or, in case the issuer is not
rated, the issuer’'s Holding Companies); or

(b) in case of guaranteed issues, the
guarantor, or (in case the guarantor is not
rated) the issuer, or (in case neither the
guarantor nor the issuer is rated) any of the
guarantor's Holding Companies, or (in
case none of the guarantor, the issuer or
the guarantor's Holding Companies is
rated) any of the issuers Holding
Companies?

and

the following disclosures should be included in
the listing documents:

(c) the credit ratings are for investors’
reference only,

(d) where the credit rating of the Holding
Companies is relied upon by the issuer or
the guarantor for eligibility assessment,

(i) identify the Holding Companies and
describe their relationship with the

YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL
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ORGANISATIONAL
QUESTION RESPONDENTS

INDIVIDUAL RESPONDENTS

YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

issuer, and (in case of guaranteed
issues) the guarantor; and

(ii) investors (1) shall have no recourse
against the Holding Companies and
(2) shall determine the relevance and
significance of credit ratings of the
Holding Companies?

Q13 Do you agree with the proposal that, where an | 12 80% 3 20% 15 4 50% 4 50% 8
issuer fails to fulfil any of the proposed NAV
requirement, the Regulated Entity requirement
and the credit rating requirement, the issuer
may issue guaranteed issues with the eligibility
requirement being satisfied by a guarantor
fulfilling all of the proposed NAV requirement,
the Regulated Entity requirement and the
credit rating requirement (see paragraph
99(c)(ii) of the Consultation Paper)?

Q14 Do you agree with the proposal that: (a) an 8 57% 6 43% 14 6 75% 2 25% 8
eligible issuer may issue guaranteed issues
provided that such guarantor also satisfies the
proposed NAV requirement, the Regulated
Entity requirement and the credit rating
requirement (see paragraph 99(c)(ii) of the
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QUESTION

ORGANISATIONAL
RESPONDENTS

INDIVIDUAL RESPONDENTS

Consultation Paper); and (b) in such cases,
each of the issuer and the guarantor will be
required to individually comply with the Rules?

YES‘ % ’NO‘ %

‘ TOTAL ‘ YES ’ % ’ NO ’ % ‘ TOTAL

Q15

Do you agree with the proposal to impose the
following requirements on an ongoing basis
whilst any of the issuers’ structured products
are listed on the Exchange, in addition to NAV
requirement;

(a) issuers or (in the case of guaranteed
issues) the guarantors shall, or (where
credit ratings of Holding Companies are
relied upon for eligibility assessment) shall
ensure that the Holding Companies will,
comply with the credit rating requirement;
and

(b) issuers or (in the case of guaranteed
issues) the guarantors shall comply with
the Regulated Entity requirement?

11

73%

27%

15

75%

25%

Q16

Do you agree with the proposal to allow a
transitional period of 12 months from the
effective date of the Rule amendments for
existing issuers and/or guarantors to comply
with the new eligibility requirements?

13

93%

7%

14

86%

14%
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QUESTION

ORGANISATIONAL
RESPONDENTS

INDIVIDUAL RESPONDENTS

% ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

Q17 Do you agree with the proposal to clarify that
the Exchange may accept other group
companies (meaning any of the issuers
Holding Companies, subsidiaries and fellow
subsidiaries) to be the guarantor, taking into
account the circumstances of the issuer and/or
the guarantor as the Exchange may, in its
discretion, consider appropriate?

14

100% 0 0% 14 7 100% 0 0% 7

Q18

Do you agree with the following proposals to:

(@)

(b)

(c)

delete the minimum service level for
quotation size (i.e. 20 board lots) from the
Rules;

mandate the minimum service levels for
liquidity provision specified in the listing
documents to comply with the minimum
service levels as published by the
Exchange from time to time and

add a specific obligation in the Rules on
issuers to comply with the minimum
service levels for liquidity provision
specified in the listing documents?

64% 5 36% 14 6 86% 1 14% 7
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ORGANISATIONAL
QUESTION RESPONDENTS

INDIVIDUAL RESPONDENTS

‘ TOTAL ‘ YES ’ % ‘ TOTAL

Q19 Do you agree with the proposal to shorten the 7 44% 9 56% 16 6 86% 1 14% 7
publication deadline of interim financial reports
from four months to three months after the
relevant interim period end?

Q20 Do you agree with the proposal to impose a 12 80% 3 20% 15 6 75% 2 25% 8
mandatory requirement for issuers and (in
case of guaranteed issues) guarantors that
have subsidiaries to publish consolidated
financial statements in their annual and interim
reports in respect of the first six months of its
financial year, and include such information in
listing documents?

Q21 Do you agree with the proposal to introduce a | 11 85% 2 15% 13 7 88% 1 12% 8
requirement for issuers and guarantors of non-
collateralised products to inform the Exchange
and announce any change in their regulatory
status as soon as practicable?

Q22 Do you agree with the proposal to require | 11 85% 2 15% 13 7 88% 1 12% 8
issuers: (a) to announce change of liquidity
providers or their particulars (such as broker ID
number or contact information) before
implementing such a change (in addition to
notifying the Exchange); and (b) to inform the
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ORGANISATIONAL
QUESTION RESPONDENTS

INDIVIDUAL RESPONDENTS

YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

Exchange and announce as soon as
practicable upon any disruption to, or
resumption of, liquidity provision services?

Q23 Do you agree with the proposal to require | 10 77% 3 23% 13 6 86% 1 14% 7
issuers and/or guarantors to announce the
matters as set out in item (A) of paragraph 160
of the Consultation Paper in addition to
informing the Exchange as soon as
practicable?

Q24 Do you agree with the proposal to require 9 64% 5 36% 14 5 71% 2 29% 7
issuers and/or guarantors to announce a
change in their credit rating as disclosed in the
listing documents in addition to informing the
Exchange as soon as practicable?

Q25 Do you agree with the proposal to require 9 82% 2 18% 11 5 71% 2 29% 7
issuers and/or guarantors to announce matters
relating to their winding up and liquidation as
set out in item (C) of paragraph 160 of the
Consultation Paper in addition to informing the
Exchange as soon as practicable?

Q26 Do you agree with the proposal to require | 11 85% 2 15% 13 5 71% 2 29% 7
issuers to publish the trading reports on the
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ORGANISATIONAL
QUESTION RESPONDENTS

INDIVIDUAL RESPONDENTS

‘ TOTAL ‘ YES ’ % ’ NO ’ % ‘ TOTAL

Exchange’s website instead of reporting to the
Exchange?

Q27 Do you agree with the proposal to require 8 57% 6 43% 14 5 71% 2 29% 7
issuers and/or guarantors to inform the
Exchange and announce any downgrade in
their rating outlook as soon as practicable?

Q28 Do you agree with the proposal, where credit 8 57% 6 43% 14 6 75% 2 25% 8
ratings of Holding Companies are relied upon
by the issuers or the guarantors for eligibility
assessment, to require issuers and/or
guarantors to inform the Exchange and
announce credit rating changes as disclosed in
the listing documents (including any
downgrade in rating outlook) of these Holding
Companies as soon as practicable if our
proposal on credit rating requirement under
issuer eligibility assessment is adopted?

Q29 Do you agree with the proposal to require 9 75% 3 25% 12 6 75% 2 25% 8
issuers and/or guarantors to inform the
Exchange and announce the winding up and
liquidation events concerning their respective
Holding Companies as set out in item (C) of
paragraph 160 of the Consultation Paper as
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ORGANISATIONAL
QUESTION RESPONDENTS

INDIVIDUAL RESPONDENTS

YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

soon as practicable after the occurrence of
such events?

Q30 The Exchange proposes to clarify in the Rules | N/A N/A N/A N/A N/A™® | N/A N/A N/A N/A N/A®™!
that:

(a) in assessing the suitability or capability of
an issuer, in addition to the considerations
mentioned in paragraph 169 of the
Consultation Paper, where appropriate,
the Exchange may have regard to, inter
alia, the issuer’s group (meaning any of the
issuer's Holding Companies, subsidiaries
and fellow subsidiaries and any associated
companies of any of them) members’: (i)
previous experience in issuing and
managing the issue of other similar
instruments; (ii) risk management systems
and procedures; and (iii) whether they
have satisfactory experience in managing
the potential obligations under the
structured product issue;

190 A total of seven organisational respondents provided comments on this proposal.
91 No individual respondent provided comments on this proposal.
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QUESTION

ORGANISATIONAL
RESPONDENTS

INDIVIDUAL RESPONDENTS

(b)

(c)

(d)

it may impose restrictions and conditions
on the issuance of structured products
linked to any eligible underlying assets;

it may require an issuer to withdraw the
listing of existing products that are held
entirely by the issuer or members of its
group (including any of the issuer’s
Holding Companies, subsidiaries and
fellow subsidiaries and any associated
company of any of them);

without prejudice to the Exchange’s
powers under the Rules, the
circumstances under which the Exchange
may impose additional requirements or
conditions on issuance of structured
products by issuers include, without
limitation where: (i) in the Exchange’s
opinion, there has been an adverse
change in the financial circumstances of
the issuer or (in the case of a guaranteed
issue) guarantor or (in case where credit
ratings of Holding Companies are used to
satisfy the credit rating requirement) their
Holding Companies; (ii) in the Exchange’s
opinion, the issuer fails to properly issue

YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL
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QUESTION

ORGANISATIONAL
RESPONDENTS

INDIVIDUAL RESPONDENTS

(e)

(f)

and manage structured products issue; or
(iii) the issuer is applying to list a new type
of structured products;

the appointment of a liquidity provider that
is not a member of the issuer's group
requires the Exchange’s prior approval;
and

it will assess an issuer's or guarantor’s
ongoing compliance  with  eligibility
requirements as well as an issuer’s
performance in issuing and managing
structured products issues (including but
not limited to liquidity provision, the
requirements of which will be published
from time to time by the Exchange) whilst
its structured products are listed on the
Exchange. Where an eligible issuer issues
guaranteed issues, the Exchange will
conduct the assessment described above
individually on each of the issuer and the
guarantor.

Please provide comments on whether the
drafting of the proposed amendments will give

YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL
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YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

rise to any ambiguities or unintended
consequences.

Q31 Do you agree with the proposal to amend the | 14 100% 0 0% 14 8 100% 0 0% 8
Rules such that:

(a) the requirement to publish a Launch
Announcement will be removed;

(b) the prescribed particulars that are currently
required to appear in a Launch
Announcement will be consolidated into
disclosure requirements for a stand alone
listing document and an SLD and will be
set out in Appendix D1D to the Rules; and

(c) a stand alone listing document or an SLD
will be published as soon as practicable
after the Launch Date once the Exchange
confirmed that it has no comments and no
later than the first business day following
the Launch Date?

Q32 Do you agree with the proposal, in relation to | 16 100% 0 0% 16 8 100% 0 0% 8
the listing of Further Issues where the existing
issues are non-collateralised and issued
pursuant to a base listing document, to accept
simplified versions of SLDs, such that, to the
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YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

extent that the information contained in SLDs
for existing issues remains the same, issuers
would not be required to reproduce such
information in the SLDs for Further Issues,
except for information required by the “General
Information” and “Other information” sections
of Appendix D1D to the Rules?

Q33 Do you agree with the proposal that the SLDs | 15 100% 0 0% 15 8 100% 0 0% 8
for Further Issues may contain only the
following information:

(a) the disclosure specified by the “General
Information” and “Other information”
sections of Appendix D1D to the Rules;

(b) any update to the information as set out in
the listing documents for the existing
issues;

(c) the number of units of the Further Issues
to be issued;

(d) the closing price of the existing issues on
either the day on which the Further Issues
are launched or, if the Further Issues are
launched before trading on the Exchange
has ceased for the day, the day preceding
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ORGANISATIONAL
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INDIVIDUAL RESPONDENTS

(e)

(f)

(9)

(h)

the day on which the Further Issues are
launched ;

the date of publication of, and a web link
to, each of the base listing document, any
supplementary listing document and SLD
for the existing issues;

a statement that the Further Issues form a
single series with the existing issues;

a statement that the SLD for the Further
Issues shall be read in conjunction with the
base listing document, any supplementary
listing document and SLD for the existing
issues; and

a declaration by the issuer that the
information contained in the base listing
document (as supplemented by any
supplementary listing document and the
SLDs for both the existing issues and
Further Issues) is, as at the date of the
SLD for the Further Issues, up-to-date and
is true, accurate and complete in all
material respects and there are no other
matters the omission of which would make

YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL
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the SLD or any statement therein

misleading.
Q34 Do you agree with the proposal to not require 15 100% 0 0% 15 6 75% 2 25% 8
the guarantor to apply for listing of Further
Issues?
Q35 Do you agree with the proposal to exempt the 17 94% 1 6% 18 8 100% 0 0% 8

disclosure of Index Information in listing
documents where: (a) the Index Information is
publicly available in English and Chinese on
the index compiler’s website; and (b) a web link
to such website is included in the listing
documents?

Q36 With the above proposal, do you agree withthe | 16 94% 1 6% 17 8 100% 0 0% 8
proposal to remove the specific exemption for
HSI from the Rule?

Q37 Do you agree with the following proposals: 11 100% 0 0% 11 7 100% 0 0% 7

(a) to allow securities dealers (that are also
issuers) to offer Incentives subject to
safeguards mentioned in paragraph 202 of
the Consultation Paper. In respect of
safeguard (c), the Incentives will not be
recovered by the issuers’ securities
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YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

dealing units from their structured product
issuance units;

(b) where the Incentives relate to specific
structured products, such Incentives shall
be in the form of fee discounts;

(c) torequire disclosures in the relevant listing
documents and publicity materials alerting
investors to the fact that an issuer or its
group company intends to offer Incentives
and that investors should make investment
decisions with respect to structured
products without regard to the benefit of
such Incentives; and

(d) to clarify the issuer’s group to mean any of
the issuer’s Holding Companies,
subsidiaries and fellow subsidiaries; and
replace “close associates” with members
of an issuer’s group?

Q38 Do you agree with the proposal to define | 14 100% 0 0% 14 6 75% 2 25% 8
structured product in the Rules as having the
meaning defined in the SFO as amended from
time to time, and to remove the generic
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‘ TOTAL ‘ YES ’ % ’ NO ’ % ‘ TOTAL

descriptions of structured products and
underlying assets in the Rules?

Q39 Do you agree with the proposal to replace the 14 88% 2 12% 16 7 88% 1 12% 8
requirement that one of the authorised
representatives must be a director with the
requirement that such authorised
representative must be a senior officer of the
issuer or the guarantor instead?

Q40 Do you agree with the proposal that legal 8 73% 3 27% 11 6 86% 1 14% 7
opinions of guaranteed issues should also
confirm that:

(a) the guarantee or other security is
enforceable in accordance with its terms;

(b) the guarantee or other security is issued in
conformity with the laws of the place in
which the guarantor is incorporated or
otherwise established and in conformity
with the guarantor's memorandum and
articles of association or equivalent
documents; and all authorisations needed
for its issue under such laws or documents
have been duly given;
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YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

(c) the guarantee or other security, and the
guarantor’s liability for the due and
punctual performance of the obligations of
the issuer, will also not be affected in case
of administration or analogous action of
the issuer; and

(d) the guarantor is duly incorporated or
otherwise established under the laws of
the place in which it is incorporated or
otherwise established?

Q41 Do you agree with the proposal to require 8 53% 7 47% 15 6 86% 1 14% 7
issuers to submit to the Exchange legal
opinions confirming the following:

(a) the obligations of the issuer under the
structured products are legal, valid,
binding and enforceable in accordance
with the terms of the structured products;

(b) (i) the structured products are issued in
conformity with the laws of the place in
which the issuer is incorporated or
otherwise established and in conformity
with the issuer’'s memorandum and articles
of association or equivalent documents;
and (ii) all authorisations needed for their
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YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

ORGANISATIONAL
RESPONDENTS

INDIVIDUAL RESPONDENTS

(c)

(d)

creation and issue under such laws or
documents have been duly given;

the issuer is duly incorporated or otherwise
established under the laws of the place in
which it is incorporated or otherwise
established; and

such other matters as the Exchange shall
require depending on the circumstances of
the issuer?

Q42

Do you agree with the proposal that legal
opinions of collateralised issues should also
confirm the following:

(@)

(b)

the validity of the proposed trust or other
security arrangements and that they are
enforceable in accordance with their
terms;

all authorisations needed for the proposed
trust or other security arrangements under
the laws of the place in which the security
provider is incorporated or otherwise
established and the security provider’s
memorandum and articles of association

12

100%

0%

12

86%

14%
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‘ TOTAL ‘ YES ’ % ’ NO ’ % ‘ TOTAL

or equivalent documents have been duly
given; and

(c) such other matters as the Exchange shall
require depending on the circumstances of
the issuer and/or the security provider?

Q43 Do you agree with the proposal to require legal | 11 85% 2 15% 13 6 86% 1 14% 7
opinions in respect of issuers, guaranteed
issues and collateralised issues to be
submitted:

(a) in draft form at the time of submission of
their respective first draft of the base listing
document or stand alone listing document;
and

(b) in final form on the date of publication of
their respective base listing document or
stand alone listing document?

Q44 Do you agree with the proposal to delete all | 14 93% 1 7% 15 8 100% 0 0% 8
requirements on continuing obligations in
Chapter 15A and move them to Appendix E5
to the Rules?

Q45 Do you agree with the proposal to: 15 100% 0 0% 15 8 100% 0 0% 8
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YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

(a) delete the list of general factors for
considering  suitability of structured
products linked to overseas stocks in the
Rules and move them to the New Product
Guide which sets out, among other
matters, specific information to be
submitted by an issuer to the Exchange, as
well as additional factors to consider, in its
suitability assessment; and

(b) state in the Rules that the Exchange will
specify from time to time the factors that it
will consider in determining the suitability
of structured products that relate to
overseas stocks or ETFs and other
assets?

Q46 Do you agree with the proposal to: (a) remove | 15 100% 0 0% 15 8 100% 0 0% 8
the references to “advertisements” from the
Rules; and (b) require issuers to agree the
trading arrangements of their products with the
Exchange in advance and remove the
requirement for them to submit draft trading
arrangements  announcements to the
Exchange for clearance before publication?
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Q47 Do you agree with the proposal to allow 14 100% 0 0% 14 8 100% 0 0% 8
publication of announcements during trading
hours regarding disruption and resumption of
liquidity provision services, and expiry of
CBBCs due to occurrence of an MCE?

Q48 Do you agree with the proposal to: (a) clarify | 12 100% 0 0% 12 8 100% 0 0% 8
that an MCE announcement should include
both the time when the MCE occurred and the
residual value, where applicable; and (b)
require such an announcement to be published
as soon as practicable after occurrence of an
MCE?

Q49 Do you agree with the proposal to require an | 11 100% 0 0% 11 7 100% 0 0% 7
announcement mentioned in paragraph 256 to
of the Consultation Paper contain information
about, including but not Ilimited to, the
commencement of the suspension period, (if
known) the end of the suspension period and
how the suspension period will affect the
exercise rights under the structured products?

Q50 Do you agree with the proposal to require | 12 92% 1 8% 13 7 100% 0 0% 7
publication of listing documents as soon as
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YES ‘ % ’ NO ‘ % ‘TOTAL ‘ YES’ % ’ NO ’ % ‘TOTAL

practicable after the Exchange has confirmed
it has no comments?

Q51 Do you agree with the proposals to require 15 100% 0 0% 15 7 100% 0 0% 7
guarantors:

(@) to be duly incorporated or otherwise
established under the laws of the place in
which they are incorporated or otherwise
established and must be in conformity with
those laws and their memorandum and
articles  association or  equivalent
documents; and

(b) to accept responsibility for information in
relation to the guarantors contained in the
listing document?

Q52 Do you agree with the proposals to require 9 75% 3 25% 12 7 100% 0 0% 7
guarantors to: (a) publish full details of any
other financial information which guarantors
may provide to any other exchange or market;
and (b) prepare the interim financial reports
and statement referred to in the Rules in
accordance with guarantors’ usual accounting
policies and procedures?
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Q53 Do you agree with the proposal to require 15 100% 0 0% 15 8 100% 0 0% 8
issuers to: (a) notify the Exchange of any
proposed changes in the terms of conversion
or in the terms of the exercise of any of the
issuers’ structured products, the effective date
and the effect of any such changes; and that
issuers must not proceed with such changes
until the Exchange has confirmed that it has no
comments; and (b) publish an announcement
on any such proposed changes and the
effective date of such changes prior to the
effective date of such change?

Q54 Do you agree with the proposal to state in the | 15 100% 0 0% 15 8 100% 0 0% 8
Rules that issuers: (a) may only issue
structured products relating to underlying
assets that are approved and specified as such
from time to time by the Exchange; and (b)
should seek approval from the Exchange
before issuing structured products relating to
other assets that have not been approved or
specified as such by the Exchange?

Q55 Do you agree with the proposal to require | 14 93% 1 7% 15 8 100% 0 0% 8
issuers to also comply with guidelines
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‘ TOTAL ‘ YES ’ %

% ‘ TOTAL

published by regulatory bodies relating to the
marketing of structured products?

Q56

Do you agree with the proposal to require
issuers to comply with such relevant laws,
regulations, rules and guidelines at all times?

16

100% 0 0%

16

100%

0% 8

Q57

Do you agree with the proposal to prohibit the
issuance of structured products linked to
issuer’s own securities or securities of its group
companies (meaning any of the issuer's
Holding Companies, subsidiaries and fellow
subsidiaries) or a company of which the issuer
is a controlling shareholder or has effective
management control?

14

100% 0 0%

14

100%

0% 8

Q58

Do you agree with the proposal to remove
government or government-backed entities as
a type of issuer of non-collateralised structured
products that does not need to comply with the
eligibility requirements on Regulated Entity
and credit rating?

15

94% 1 6%

16

100%

0% 8

Q59

Do you agree with the proposal to require an
applicant regulated by the HKMA to: (a) notify
the HKMA as soon as possible of its intention

14

100% 0 0%

14

100%

0% 8
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to become an issuer of structured products
listed on the Exchange and to give to the
HKMA as much detail of any proposed issue of
structured products as is available at the time
of notification; and (b) give a copy of such
notification to the Exchange before the
Exchange will consider any application for
listing structured products?

Q60 The Exchange proposes to clarify in the Rule | N/A N/A N/A N/A N/A™2 | N/A N/A N/A N/A N/A™3
that the list that is currently published at
approximately quarterly intervals may also be
published at shorter intervals as the Exchange
may determine.

Please provide comments on whether the
drafting of the proposed amendments will give
rise to any ambiguities or unintended
consequences.

Q61 In addition to the list that the Exchange @ N/A N/A N/A N/A N/A™* | N/A N/A N/A N/A N/A®
currently publishes at approximately quarterly
intervals, the Exchange also proposes to

192 A total of nine organisational respondents provided comments on this proposal.
198 No individual respondent provided comments on this proposal.
194 A total of nine organisational respondents provided comments on this proposal.
195 No individual respondent provided comments on this proposal.
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publish from time to time: (a) a list of additional
stocks or ETFs that are listed on the Exchange
and become eligible underlying assets
between two scheduled publications; and (b) a
list of additional eligible underlying assets other
than stocks or ETFs that are listed on the
Exchange.

Please provide comments on whether the
drafting of the proposed amendments will give
rise to any ambiguities or unintended
consequences.

Q62 Do you agree with the proposal to repeal the | 15 100% 0 0% 15 8 100% 0 0% 8
requirement to include the parameters as set
out in paragraph 291 of the Consultation Paper
in Launch Announcements?

Q63 Do you agree with the proposal to: (a) remove | 12 92% 1 8% 13 7 88% 1 12% 8
the awarding date of credit rating from the
disclosure requirements; and (b) extend the
disclosure requirement of the credit rating and
credit rating agency to include (where credit
ratings of issuers’/guarantors’ Holding
Companies are used for eligibility assessment)
issuers’/guarantors’ Holding Companies in all
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listing documents if our proposal on credit
rating requirement under issuer eligibility
requirements is adopted?

Q64 Do you agree with the proposal to also require | 13 93% 1 7% 14 8 100% 0 0% 8
disclosure in the listing documents, the rights
of holders of structured products in the case of
administration or an analogous action of the
issuer and (in the case of guaranteed issues)
the guarantor, and the company whose
securities underlie the structured product?

Q65 Do you agree with the proposal to: 10 83% 2 17% 12 7 88% 1 12% 8

(a) in addition to including details of any
changes to the information contained in
the base listing document, mandate a
declaration by the issuer in the SLD that
the information contained in the base
listing document (as supplemented by the
SLD and any supplementary listing
document) is, as at the date of the SLD,
up-to-date and is true, accurate and
complete in all material respects and there
are no other matters the omission of which
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would make the SLD or any statement
therein misleading; and

(b) also require a supplementary listing
document to include: (i) details of any
changes to the information contained in
the base listing document; and (ii) a
declaration by the issuer that the
information contained in the base listing
document (as supplemented by the SLD
and the supplementary listing document)
is, as at the date of the supplementary
listing document, up-to-date and is true,
accurate and complete in all material
respects and there are no other matters
the omission of which would make the
supplementary listing document or any
statement therein misleading?

Q66 Do you agree with the proposal that, in the | 13 100% 0 0% 13 7 88% 1 12% 8
case of a guaranteed issue, the financial
information set out in paragraph 303 of the
Consultation Paper should be disclosed in
respect of both the issuer and the guarantor?
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Q67 Do you agree with the proposal to also require | 11 100% 0 0% 11 7 88% 1 12% 8
stand alone listing documents to be displayed
on the Exchange’s website for so long as any
structured products issued under such stand
alone listing document are listed on the
Exchange?

Q68 Do you agree with the proposal to require 8 57% 6 43% 14 6 75% 2 25% 8
issuers to publish the documents as set out in
paragraph 309 of the Consultation Paper in
both English and Chinese language?

Q69 Do you agree with the proposal to replace the 10 100% 0 0% 10 7 88% 1 12% 8
existing requirement that the draft of the stand
alone listing document be in a reasonably
advanced form with the requirement that such
draft be substantially complete except in
relation to commercial or other information that
by its nature can only be finalised and
incorporated at a later date?

Q70 Do you agree with the proposal, where the | 13 100% 0 0% 13 6 86% 1 14% 7
listing of collateralised structured products is
sought to: (a) also consider an issuer’s risk
management systems and procedures (and
such other factors as the Exchange may, in its
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discretion, consider appropriate); and (b)
require issuers to contact the Exchange to
seek informal and confidential guidance as to
their eligibility and suitability for listing at the
earliest possible opportunity?

Q71 Do you agree with the proposal to: 11 100% 0 0% 11 6 86% 1 14% 7

(a) amend the Rule such that the focus will be
on the collateral and replace the
prescriptive modes of security
arrangements with respect to the collateral
with generic requirements to require the
collateral to be clearly identified, properly
segregated and ring-fenced for the benefit
of the holders in respect of each series or
tranche of the relevant structured product
from all other series or tranches issued by
the same issuer;

(b) apply all the generic collateral
requirements referred to in (a) above to all
collateralised structured products (rather
than imposing a specific obligation on
issuers to demonstrate or carry out these
security arrangements); and
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(c) (i) replace the specific reference to
“custodian” and “depositary” as eligible
holders of collaterals with a generic
reference to “such other party as agreed
by the Exchange” and (ii) define such party
or independent trustee as “collateral
holder”?

Q72 Do you agree with the proposal to remove trust | 10 100% 0 0% 10 7 88% 1 12% 8
companies registered under Part VIl of the
Trustee Ordinance from the list of eligible
trustee, custodian or depositary for
collateralised structured products?

Q73 Do you agree with the proposal to require an | 10 83% 2 17% 12 7 100% 0 0% 7
issuer to, whilst any of its collateralised
structured products are listed on the
Exchange, to inform the Exchange and
announce as soon as practicable where there
is any proposed change in the collateral
arrangements, trusts or other security
arrangements; and that an issuer must not
proceed with any proposed changes until the
Exchange has confirmed to the issuer that it
has no comments?

Il - 56



QUESTION

ORGANISATIONAL

INDIVIDUAL RESPONDENTS

RESPONDENTS

% ’NO‘ % ‘TOTAL‘YES’ %

’ NO ’ % ‘TOTAL

Q74

Do you agree with the proposal to require that
in the case of an issue of collateralised
structured products, the listing document must
contain such information on the collateral,
collateral holders and collateral arrangements,
trusts or other security arrangements
necessary to enable an investor to make an
informed assessment of the collateralised
structured products?

10

83% 2 17% 12 5 71%

2 29% 7

Q75

In respect of the withdrawal of listing of a
structured product, do you agree with the
proposal to amend the Rules to clarify that
“‘members of the issuer’s group” includes any
of its Holding Companies, subsidiaries and
fellow subsidiaries and any associated
company of any of them?

14

100% 0 0% 14 7 88%

1 12% 8

Q76

Do you agree with the proposal to require an
applicant, as soon as it intends to become an
issuer of structured products listed on the
Exchange, to: (a) procure the exchange
participant proposed to be appointed by such
applicant as liquidity provider to notify the
Intermediaries Division of the SFC as soon as

12

100% 0 0% 12 7 88%

1 12% 8
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possible of its intention to act as the liquidity
provider; and (b) give a copy of such
notification to the Exchange?

Q77 Do you agree with the proposal to remove the | 12 100% 0 0% 12 8 100% 0 0% 8
Rules and requirements as set out in items (a)
to (s) in paragraph 337 of the Consultation
Paper?

Q78 Do you have any comments on whether the | N/A N/A N/A N/A N/A™® | N/A N/A N/A N/A N/AY’
proposed housekeeping Rule amendments will
give rise to any ambiguities or unintended
consequences?

196 A total of five organisational respondents provided comments on this proposal.
197 No individual respondent provided comments on this proposal.
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APPENDIX lll: AMENDMENTS TO THE RULES

Part A

This Part sets out the amendments to the Rules which will come into effect on 1 May 2026.

15A.36 (1)

(2)

Chapter 15A

STRUCTURED PRODUCTS

Terms and Conditions

Structured products listed or to be listed on the Exchange shall be subject to the terms
and conditions approved by the Exchange. Modifications to terms and conditions must
be approved by the Exchange. Structured products shall be issued in accordance with
the permitted product terms for each product type published from time to time by the
Exchange The terms and condltlons set out hereln are not exhaustlve —'Fhe—éeehange—s

An Emulationtssue—emulation issue is a structured product whose product terms
(except for issue price and issue size), underlying asset and type (e.g. put or call) are
required to be identical to an existing structured product (the “emulated issue”) that is

a#eaely—llsted on the Exchange at the t|me the Emelat@a—tssue—emulatlon |ssue is

15A.39 [Repealed 1 May 2026]Fhe-expected-market-capitalization-of-a-structured-product-issue

15A.43 [Repealed 1 Mav 2026]%%%%%%@%%#%%
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Part B
This Part sets out the amendments to the Rules which will come into effect on 1 July 2026.
Chapter 1

GENERAL

INTERPRETATION

1.01 Throughout these Rules, the following terms, except where the context otherwise
requires, have the following meanings:

“structured has the meaning defined in the Securities and Futures Ordinance
product” as amended from time to time
Chapter 2
GENERAL
INTRODUCTION

Use of Electronic Means

2.07C

(4) (a) Announcement or notice must not be published on the Exchange's website:

except for:

(iv) announcements made in response to the Exchange’s enquiries of
the issuer under rule 13.10 or 37.46A, paragraph 15 of Appendix
E3, or paragraph 27 of Appendix E4 or paragraph 26 of Appendix
E5 if in the announcement the issuer only provides the negative
confirmations required under rule 13.10(2) or 37.46A(b), or
paragraph 15 of Appendix E3, or paragraph 27(2) of Appendix E4,
or paragraph 26(2) of Appendix E5, or refers to its previously
published information; and
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15A.01

15A.02

15A.03

(v) announcements made in response to media news or reports under
rule 13.09(1) or 37.47(b), paragraph 6(3) of Appendix E3 or
paragraph 1(1)(a) of Appendix E4 or paragraph 1(1)(a) of Appendix
E5 if in the announcement the issuer only denies the accuracy of
such news or reports and/or clarifies that only its previously
published information should be relied upon:; and

(vi) [Repealed 27 June 2025]

(vi) announcements made under paragraph 5A(2)(b) or 12A(3) of
Appendix ES.

(b)  Any publication by an issuer pursuant to this rule 2.07C must be made in
both the English and Chinese language unless otherwise stated.

Note: This paragraph does not apply to documents to be published on the
Exchange’s website and the issuer’s own website pursuant to rule
4.14, rule 5.01B(1)(b), rule 5.02B(2)(b), rule—16A2H{4)}—rule
17.02(2), rule 19.10(5)(e), rule 19.10(6), rule 19C.10B(3), rule
19A.27(4), rule 19A.50, rule 29.09, rule 36.08(3), paragraph 53 of
Appendix D1A, paragraph 43 of Appendix D1B, paragraph 54 of
Appendix D1C, paragraphs—12—and 27(1) of Appendix D1D,
paragraph 76 of Appendix D1E, paragraph 66 of Appendix D1F;
and paragraph 9(b)(i) of Appendix A2-and-paragraphs-5-and-15-of
Appendix-ES.

Chapter 15A
STRUCTURED PRODUCTS
Preliminary

This Chapter sets out the requirements for the listing of structured products on the
Exchange. These products may be listed by the methods, where applicable, set out in
Chapter 7. Issuers of structured products are required to provide liquidity for those
products. As a consequence, at the time of listing there is no requirement for there to be
an adequate spread of holders of the structured product.

The provisions of this Chapter are not exhaustive. Compliance with the relevant conditions
may not of itself ensure the suitability of an issuer, a guarantor_(if any), the securities or
assets underlying a structured product or of a structured product issue and the Exchange
retains an absolute discretion to accept or reject applications for listing. The Exchange may,
whenever it considers it appropriate, impose additional requirements, make listing subject
to special conditions-er, allow waivers from or modifications to the requirements of this
Chapter_or require an issuer to withdraw the listing of structured products that are held
entirely by the issuer or members of its group (including any of the issuer’s holding
companies, subsidiaries and fellow subsidiaries and any associated company of any of

them).

Prospective issuers should consult the Exchange at the earliest opportunity to seek
confidential guidance as to their suitability and the suitability of a guarantor_(if any).
Approved issuers should consult the Exchange at the earliest opportunity as to the suitability
for listing of a proposed structured product.
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15A.04 The Listing Committee has delegated to the Executive Director — Listing the power to
approve an application for listing of an issue (including Further Issue (as defined in rule

15A.52)) of structured products where the issuer (and, in the case of guaranteed issues,
the guarantor) has been approved by the Listing Committee. The Executive Director —
Listing may delegate this power within the Listing Division.




15A.06 [Repealed 1 July 2026]A-derivative-warrant-gives-its-holders-“warrantholders™ theright (but
tthe obligation) eit :
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15A.09

15A.10

15A.11

15A.12

15A.13

Issuers

An issuer must be duly incorporated or otherwise established under the laws of the place in
which it is incorporated or otherwise established and must be in conformity with those laws
and its memorandum and articles of association or equivalent documents.

An issuer (except in the case of a guaranteed issue_under rule 15A.14(1)) must not be a
private company within the meaning of section 11 of the Companies Ordinance or equivalent
legislation of the jurisdiction in which it is incorporated or established.

An issuer must be suitable to handle or capable of issuing and managing a structured
product issue and listing. In assessing the suitability or capability of an issuer the Exchange
will have regard to, inter alia, its-the issuer’'s and where appropriate, its group (meaning any
of the issuer’s holding companies, subsidiaries and fellow subsidiaries and any associated
companies of any of them) members’ previous experience in issuing and managing the
issue of other similar instruments_and their risk management systems and procedures and
whether ithas-they have satisfactory experience to manage the potential obligations under

the structured product issue. Whepe—hstmg—ef—nen—eeuaterahsed—struetwed—predeets—as

An issuer of non-collateralised structured products must have a-net-asset-value-a total
shareholders’ equity (i.e. the aggregate of share capital and reserves_attributable to the
equity holders of the issuer) of not less than HK$25 billion as set out in its latest published
audited financial statements (or audited consolidated financial statements where the issuer
is a holding company) and interim financial statements (or consolidated interim financial

statements where the |ssuer is a holdlnq companv)repentt—whteh—en—rssuer—ts—mqe#ed—te

An issuer of non-collateralised structured products-must-alse:—

(1) (or, in case the issuer is not rated, the issuer’'s holding company) must also have an
investment grade credit rating which-is-one-of the-top-three-investment- grades awarded
by all credit rating agenciesy (as recognized by the Exchange) from which it has sought
a credit rating. A credit rating which is presently of such grade but which is under review
for possible downgrading to less than such grade will not be regarded as fulfilling this
criteria; erand

(2) [Repealed 1 July 2026]be




15A.14

eyersensregulaiors avtherity snccepieblo o the =xchangeor

(3) must also be regulated by one of the following authorities: (i) the Commission for the
conduct of the business of dealing in securities in Hong Kong, (ii) the Hong Kong
Monetary Authority or (iii) other requlatory authority acceptable to the Exchange (Note);
oF.

Note: Corporations which have been either:

(a) licensed or registered under section 116(1) or 119(1) of the Securities and Futures
Ordinance; or

(b) registered as a securities dealer under the repealed Securities Ordinance, and
deemed to be licensed or registered under section 116(1) or 119(1) of the Securities
and Futures Ordinance;

are required to notify the Intermediaries Supervisionr—Department-Division of the
Commission as soon as possible of their intention to issue—any—structured-products

become an issuer of structured products listed on the Exchange and to give to the
Commission as much detail of the-any proposed issue of structured products as is
available at the time of notification.

Corporations requlated by the Hong Kong Monetary Authority are required to notify the
Hong Kong Monetary Authority as soon as possible of their intention to become an
issuer of structured products listed on the Exchange and to give to the Hong Kong
Monetary Authority as much detail of any proposed issue of structured products as is
available at the time of notification.

As soon as an applicant intends to become an issuer of structured products listed on
the Exchange, such applicant shall procure the Liquidity Provider mentioned in rule
15A.20A to notify the Intermediaries Division of the Commission of the latter’s intention
to act as the Liquidity Provider.

A copy of sueh-the aforementioned notification(s) must be given to the Exchange before
the Exchange will consider any application for listing structured products.

(4) [Repealed 1 July 2026]be ,
it - .
Where:

(1) anissuer (or, as the case may be under rule 15A.13(1), its holding company) fails to
satisfy any of the criteria in rules 15A.12 er-and 15A.13; or

(2) an issuer that fulfils both rules 15A.12 and 15A.13 would like to issue non-
collateralised quaranteed issues,

the Exchange may accept an arrangement whereby the issuer’s obligations arising under
theits non-collateralised structured products are unconditionally and irrevocably guaranteed
or otherwise secured (“guaranteed”) by another legal person (the “guarantor”) which meets
the criteria in rules 15A.12 and 15A.13-, provided that in relation to rule 15A.13(1), the
Exchange shall require the requisite credit ratings to be obtained by the guarantor, or (in
case the guarantor is not rated) the issuer, or (in case neither the guarantor nor the issuer
is rated) any of the guarantor’s holding companies, or (in case none of the guarantor, the
issuer or the guarantor’s holding companies is rated) any of the issuer’s holding companies.

15A.14A The Exchange will assess ongoing compliance with rules 15A.12 and 15A.13 by the issuer
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15A.14B

or the guarantor (in the case of guaranteed issues) as well as the issuer’s performance in
issuing and managing structured products issues (including but not limited to liquidity
provision, the requirements of which will be published from time to time by the Exchange)
whilst any of its structured products are listed on the Exchange. In particular,

(1) the issuer or the guarantor (in the case of guaranteed issues) shall continue to comply
with rules 15A.12 and 15A.13(3); and

(2) the issuer or the guarantor (in the case of guaranteed issues) shall continue to, or shall
ensure that their respective holding company (which is relied upon by the issuer or the
guarantor (in the case of a guaranteed issue) for eligibility assessment under rule
15A.13(1)) will continue to, comply with rule 15A.13(1).

Note: Where an issuer that fulfills both rules 15A.12 and 15A.13 issues non-collateralised
quaranteed issues, the Exchange will conduct the assessment described in rule
15A.14A individually on each of the issuer and the quarantor.

Where listing of collateralised structured products is sought the Exchange will take into

15A.14C

account such other factors as the Exchange may, in its discretion, consider appropriate.
Issuers intending to issue collateralised structured products shall contact the Exchange to
seek informal and confidential guidance as to their eligibility and suitability for listing at the
earliest possible opportunity.

Without prejudice to the Exchange’s powers under rule 15A.02, the circumstances under

15A.15

15A.15A

which the Exchange may impose additional requirements or conditions on the issuance of
structured products by an issuer include, without limitation where:

(1) in_the Exchange’s opinion, there has been an adverse change in the financial
circumstances of the issuer or the guarantor (in the case of a guaranteed issue) or their
holding companies that are relied upon by the issuer or the guarantor (in the case of a
guaranteed issue) for eligibility assessment under rule 15A.13(1);

(2) in the Exchange’s opinion, the issuer fails to properly issue and manage structured
products issue; or

(3) the issuer is applying to list a new type of structured products.

[Repealed 31 December 2023]

Where an issuer that fulfills both rules 15A.12 and 15A.13 issues non-collateralised

15A.16

guaranteed issues, each of the issuer and the quarantor will be required to individually
comply with the Exchange Listing Rules, to the extent that such rules are applicable to the
respective party.

Guarantors
Where listing is sought for structured products which are guaranteed:—
(1) the guarantor must not be a private company within the meaning of section 11 of the
Companies Ordinance or equivalent legislation of the jurisdiction in which it is

incorporated or established;

(1A) the guarantor must be duly incorporated or otherwise established under the laws of the

place in which it is incorporated or otherwise established and must be in conformity with
those laws and its memorandum and articles of association or equivalent documents;

(2) the guarantor will normally be required to be the ultimate holding company of the group
-8



15A.17

15A17A

to which the issuer belongs; and

Note: The Exchange may accept other group companies (meaning any of the issuer’s
holding companies, subsidiaries and fellow subsidiaries) to be the guarantor,
taking into account the circumstances of the issuer and/or the quarantor as the
Exchange may, in its discretion, consider appropriate.

(3) the guarantor will be required to comply with the Exchange Listing Rules to the same
extent as if it were the issuer of the structured products whilst any structured products
guaranteed by it are listed on the Exchange.

(4) [Repealed 31 December 2023]

The guarantee or other security must be issued in conformity with the laws of the place in which
the guarantor is incorporated or otherwise established and in conformity with the guarantor's
memorandum and articles of association or equivalent documents and all authorisations needed
for its issue under such laws or documents must have been duly given.

Legal Opinions-en-Guarantee

The issuer must submit to the Exchange legal opinions acceptable to the Exchange from

15A.18

legal advisers in such jurisdictions as the Exchange shall require, confirming that:—

(1) the obligations of the issuer under the structured products are legal, valid, binding and
are enforceable in accordance with the terms of the structured products;

(2) the structured products are issued in conformity with the laws of the place in which the
issuer is incorporated or otherwise established and in conformity with the issuer's
memorandum and articles of association or equivalent documents:

(3) all authorisations needed for the creation and issue of the structured products under
such laws or documents have been duly given;

(4) the issuer is duly incorporated or otherwise established under the laws of the place in
which it is incorporated or otherwise established; and

(5) such other matter as the Exchange shall require depending on the circumstances of the
issuer.

In the case of a guaranteed issue, the-issuer—andfor-the guarantor must submit to the
Exchange legal opinions acceptable to the Exchange from eempetent-legal advisers from
in such jurisdictions as the Exchange shall require, confirming—Sueh-opinions,-which-rmust
be-acceptableto-the-Exchange-shall-confirm that—

(1) the guarantee or other security constitutes legal, valid and binding obligations of the
guarantor and is enforceable in accordance with its terms;

(2) the guarantor is, under the guarantee or other security, unconditionally and irrevocably
liable for the due and punctual performance of the obligations of the issuer arising under
any structured products as primary obligor in accordance with the terms and conditions
of the structured products;

(3) (1) and (2) above will not be affected in the event of the liquidation, administration or
analogous action of the issuer, irrespective of the validity, regularity or enforceability of
the structured products, any waiver or consent by a holder of that product, any

-9



15A.19

15A.20

15A.20A

consolidation, merger, conveyance or transfer by the issuer or other event which would
afford to a guarantor relief, legal or equitable, from its obligations under the guarantee
or other security;—and

(3A) (in case of structured products issued pursuant to a base listing document of the issuer)
the above conditions in rules 15A.18(1) to 15A.18(3) will apply to all structured products
to be issued from time to time pursuant to the base listing document;

(3B) the guarantee or other security is issued in conformity with the laws of the place in
which the quarantor is incorporated or otherwise established and in conformity with the
guarantor’s memorandum and articles of association or equivalent documents;

(3C) all authorisations needed for the issue of the guarantee or other security under such
laws or documents have been duly given;

(3D) the guarantor is duly incorporated or otherwise established under the laws of the place
in which it is incorporated or otherwise established; and

(4) such other matter as the Exchange shall require depending on the circumstances of the
issuerguarantor.

applﬁe%he—ﬂpsps#uetwed—meéuepssw—undeﬁhe—gwameeﬁe qual oplnlons must be

submitted to the Exchange in draft form as soon as practicable and a copy in its final form
must be submitted to the Exchange on the date of publication of the base listing document

or stand alone Ilstlnq document. lhe49gakep+men—must—eenﬂmq—that—the—eeneh¥rens—m—ﬂﬂe

Liquidity Providers

The issuer must appoint an Exchange Participant (the “Liquidity Provider”) to provide

15A.21

liquidity in each structured product issue in accordance with paragraph 5A of Appendix E5.
Where the issuer is an Exchange Participant, it may be the Liquidity Provider for a structured
product issue or it may appoint another Exchange Participant as the Liquidity Provider. In
all cases, the Liquidity Provider need not be a member of the issuer's group. An issuer
should seek approval from the Exchange before appointing a Liquidity Provider that is not
a member of its group. Other than for the purposes of providing back up arrangements there
shall be no more than one Liquidity Provider per structured product issue. The issuer may
appoint different Exchange Participants to be the Liquidity Providers in different structured
product issues.

Continuing Obligations

An issuer must comply with the continuing obligations as set out in Appendix E5 (subject to
such modlflcatlons as shaII be agreed to by the Exchange in accordance with rule 15A.26).

(1) [Repealed 1 July 2026]deliverto-the-Exchange-in-electronicform:—
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(2) [Repealed 1 July 2026]include—either-in-the-interim-financial-reportreferred-to-in—rule

(3) [Repealed 1 July 2026]prepare-the-interim-financial reports-and-statement referred-to-in
5 . e ;




15A.23

[Repealed 1 Jul

15A.24 [Repealed 1 July 2026]The-previous-day's-dealingsby-the-issuer-and-any-of-its-helding
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15A.25 [Repealed 31 December 2023]

15A.26 The Exchange may agree modifications to or impose additional requirements on the issuer
and/or the guarantor _(if any) as it considers appropriate in a particular case.

Structured Products

15A.27 The structured products for which listing is sought must be issued in conformity with the
laws of the place in which they are issued and in which the issuer is incorporated or
otherwise established and in conformity with the issuer's memorandum and articles of
association or equivalent documents. All authorisations needed for their creation and issue
under such laws or documents must have been duly given.

15A.28

includes—issuing—structured-products—may-be—permittedto-An _issuer shall not list on the
Exchange structured products where the underlying security is or includes securities of that
I-13




15A.29

15A.30

financialinstitution-issuer or members of its group_(meaning any of the issuer’s holding
companies, subsidiaries and fellow subsidiaries) or a company of which the issuer is a
controlling shareholder or has effective management control.

An issuer is prohibited from listing structured products where it; or any of its holding
companies, subsidiaries or fellow subsidiaries; or any associated companies of any of them
has been retained by a company whose securities will underlie the structured product (or
by any of its holding, subsidiary, fellow subsidiary or associated companies) to give advice
in relation to a transaction. Where the company whose securities will underlie the structured
product is listed on the Exchange, “transaction” refers to matters which would be
discloseable to shareholders of the underlying company and the public under Chapters 13,
14 and 14A of the Exchange Listing Rules, the Inside Information Provisions, Rule 3 of the
Code on Takeovers and Mergers, or Rule 5 of the Code on Share Buy-backs. Where the
company is listed on an overseas exchange, “transaction” refers to matters which would be
discloseable under regulations equivalent to those in Chapters 13, 14 and 14A of the Listing
Rules, the Inside Information Provisions, Rule 3 of the Code on Takeovers and Mergers, or
Rule 5 of the Code on Share Buy-backs. The prohibition ceases to apply where the
transaction is abandoned or announced and does not apply where an issuer maintains
adequate information management arrangements such as those contemplated in sections
292(2) and 271(2) of the Securities and Futures Ordinance.

Single-Stock-Structured-Products-Underlying assets

Where the structured product relates to a single class of shares_or exchange traded funds
(“ETESs"), the structured product may only be listed if at the time of issue of the structured
product such class of shares or ETFs is or will become at the same time:—

(1) [Repealed 1 Julv 2026]heted—en—ﬂ4e—éeehengem4d—s—en—ﬂqeday4hestmetu¥ed—preduet

(2) listed on the Exchange and is, on the day the structured product is launched, a Single
Scheduled-Stock-stock or ETF eligible for the type of structured product proposed to be
issued_and specified as such by the Exchange pursuant to rule 15A.36(1B). as-defined
inrule15A-35 below—In order to be on such list of eligible stocks or ETFs, the
capitalisation of shares in the hands of the public (“public float capitalisation”) shall be
maintained at or _above HK$4 billion (or in the case of ETFs, the assets under
management shall be maintained at or above HK$1 billion) for a qualifying period.

A qualifying period ends on the cut off date for the preparation of the relevant list
described in rule 15A.36(1B) and is either (i) a period of 60 consecutive business days
during which dealings in the shares of the company or shares or units in the ETF
underlying the structured product have not been suspended, or (ii) a period of no more
than 70 consecutive business days comprising 60 business days during which dealings
in the shares of the company or shares or units in the ETF underlying the structured
product have not been suspended and no more than 10 business days during which
dealings in the shares of the company or shares or units in the ETF underlying the
structured product have been suspended; or

Note: The Exchange may waive compliance with the above requrrementfe#a—steek—te
be-a-Single-Scheduled - Stock-where the
the—public float capitalisation (in the case of stocks) or the assets under
management (in the case of ETFs) exceeds HK$10 billion. Rules 8.08(1) and
8.24 provide guidance on calculating the number of shares “in the hands of the
public.” Shares which are subject to lock up arrangements will not be considered
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as being in the hands of the public until the lock up arrangements expire. The
Exchange may amend or vary the basis of determining which stocks or ETFs
may be included in the lists of eligible underlying assets as described in rule
15A.36(1B) where it considers appropriate to do so.

(3) listed or dealt in on another regulated, regularly operating, open stock market
recognised for this purpose by the Exchange, and such stocks and ETFs will be
specified from time to time in the list of eligible stocks and ETFs described in rule

15A.36(1B).
(a) [Repealed 1 July 2026[4&Fequ+red—bythelaws—regalat|eneepruleeeﬁtha¥malcket

15A.31 Factors-which-theThe Exchange will specify from time to time the factors that it will consider
in determining the suitability of structured products which relate to shares—(i) stocks and
ETFs listed or dealt in on another regulated, regularly operating, open stock market_and (ii)
other assets. Such stocks, ETFs and other assets will be specified from time to time in the
list of eligible underlying assets described in rule 15A.36(1B). includebutare-notlimited-to;

dromolonno
(1) [Repealed 1 Julv 2026[whe¥he#themaﬂ4eﬂs—mgulaled—en—a4a+eand—erdeﬂ+bas+s—by—a

(2) [Repealed 1 July 2026]

(5) [Repealed 1 July 2026]the
o basie

(6) [Repealed 1 Julv 2026[#+e—a#angemen¥s—by4he—|ssuel49r—mquesnng—suepen&en—ef
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15A.32 [Repealed 1 July 20261Where-the-basketrelatesto-shareslisted-onthe-Exchange:







Terms and Conditions

15A.36 (1) Structured products listed or to be listed on the Exchange shall be subject to the terms

and conditions (including but not limited to issue price, expiry period, entitlement ratio,
market capitalisation, settlement and valuation method) approved by the Exchange.
Modifications to terms and conditions must be approved by the Exchange. Structured
products shall be issued in accordance with the permitted product terms for each
product type published from time to time by the Exchange. The terms and conditions
set out herein are not exhaustive._The structured products for which listing is sought
must be freely transferable.

(1A) Structured products may relate to a single class of shares (or ETF) or a basket of shares

(or ETFs). The Exchange will publish, as part of the permitted product terms, the criteria
for shares and ETFs listed on the Exchange that are eligible as underlying securities
for issuance over a single class of shares (or ETF) and a basket of shares (or ETFSs).
For structured products relating to the same underlying securities listed on the
Exchange, the Exchange may limit the number of such products which expire or mature
on any one day.

(1B) For each type of structured products, the Exchange will prepare and publish lists of

eligible underlying assets (approximately quarterly or at shorter intervals as the
Exchange may determine in the case of stocks and ETFs listed on the Exchange and
from time to time in the case of other assets). The Exchange may from time to time
publish further lists of stocks and ETFs listed on the Exchange that become eligible
underlying assets between two scheduled publications. Issuers may only issue
structured products relating to the underlying assets that are approved and specified as
such from time to time by the Exchange. Notwithstanding the foregoing, the Exchange
may impose restrictions and conditions on the issuance of structured products linked to
any eligible underlying assets. Issuers should seek approval from the Exchange before
issuing structured products relating to other assets that have not been approved or
specified as such by the Exchange.

(2) An emulation issue is a structured product whose product terms (except for issue price

and issue size), underlying asset and type (e.g. put or call) are required to be identical
to an existing structured product (the “emulated issue”) that is listed on the Exchange
at the time the emulation issue is launched.

15A.37 [Repealed 1 July 2026]Fhe-structured-productsfor-which-listing-is-sought-must-be-freely
transferable-

date-of listin mulation ues{as-defined-inrule 154

15A.38 [Repealed 1 July 2026}(H—Derivative-warrants—must-normally-expire—or-mature-not-less




15A.39 [Repealed 1 May 2026]

15A.40 [Repealed 1 Julv 2026[Stmeteped—predeets4ela%mg4e—ehares+eeeme#seeemhes)—ehau

15A.41 [Repealed 1 July 2026]When—meuendeﬂymg—seeuﬂheeeﬁa—slmem;ed—pmduep(exded+ng

15A.42 [Repealed 1 July 2026]Fhe—trading—beoardlotof structured-products—relating—to—index;
curreney-ora-basketoef-shares-must-be10,000-

15A.43 [Repealed 1 May 2026]

15A.44 (1) The issuer must, at the time of launch, specify the settlement method of the
structured product upon exercise or maturity._Options for the issuer to elect for
settlement either in _shares or cash, upon exercise (or maturity) of the structured
product will not be acceptable.

(2) [Repealed 1 July 2026[Qphene4epthe—+seuepte—eleeﬁeeeettlemem—eﬂhepm—eha¥es

(3)  [Repealed 1 July 2026]Options-for-the-holderof an-Equity-Linked-nstrument-to-eleet

Note: [Repealed 1 Julv 2026[#le—teﬁms—a+4d—eendmens—feFEqwtyLEmked—lnstFwnen$—must




15A.46

15A.47

In relation to structured products which are, or which may be, settled by delivery of the
underlying securities or assets the terms and conditions must:—

(1)

(2)

3)

where the issuer transfers the underlying securities or assets to the holder of the
structured product, treat the holder as the beneficial owner of the underlying securities
or assets and entitled to all rights, enjoyment, entitlement and benefit in respect thereof
which exists as at or which arises as from the date such holder pays the exercise price,
if any, and the delivery expenses, if any, (including any stamp duty on the transfer of
securities) in accordance with the terms and conditions; and

where the holder transfers the underlying securities or assets to the issuer, treat the
issuer as the beneficial owner of the underlying securities or assets and entitled to all
rights, enjoyment, entitlement and benefit in respect thereof which exists as at or arises
as from the date the issuer pays to a holder the cash settlement amount; and

provide for either settlement by physical delivery of documents of title (including
certificates in the name of the holder or its nominee) to the holder (or its nominee) or
settlement by way of electronic transfer through CCASS or other settlement platforms
approved by the Exchange within such period following a valid exercise as shall be
agreed to by the Exchange.

In relation to structured products over securities or assets which are to be settled wholly in
cash:—

(1 )

[Repealed 1 July 2026]whe#e4he#&+s—enl5uene—\lak+a¥ren-Pe+aneerue45A—95(3»4he




exere;s&as—sha#l—beﬂagreed—te%y—ﬂare—.%xehange—Anan exermsmg holder shaII not be

required to deliver the exercise money at the time of exercise; and

(5) the terms and conditions must provide for automatic settlement-exercise on expiry or
maturity (i.e., so that holders are not required to serve a notice of exercise) if the
structured products are “in the money> at expiry or maturity.

Collateralised Structured Products

15A.48 In addition to the other requirements which apply generally to structured products, the
following requirements apply to an-issuer-of-collateralised structured products-must.—

(1)

(2)

©)

(4)

Note:

demonstrate-that-the proposed security arrangements must be are-for the benefit of
and must adequately protect the interests of holders of the structured product. In
particular, the underlying-securities—or-assets{or-rights-to-acquire-the-underlying
securities-orassets)-collateral must normally be held as security for the performance
of the issuer's obligations under the collateralised structured product by an

independent trustee;—custodian-or-depesitary or such other party as agreed by the
Exchange (“collateral holder”) for the benefit of holders of the structured product;

the collateral must be clearly identified, properly segregated and ring-fenced for the
benefit of the holders in respect of each series or tranche of the relevant structured

product from all other series or tranches issued bv the same |ssuerq¢ant—a—eharge

ef—the—stmetu#ed—p#edeet—that—the andeﬂwng—seeuﬂhes—epassets—collateral are—must
be unencumbered, thatthe securities-or-assets-collateral are-being-must be held by

the trustee-custodian-or-depesitary-collateral holder for the benefit of holders of the
structured product and that-the issuer willmust, upor-a-valid-exercise-in the event
that it is unable to discharge its obligations under the collateralised structured
products, be able to convey to holders of the structured product good title to the
underlying—securities—or—asseis—collateral _free from all claims, charges,

encumbrances, liens, equities and other third party rights whatsoever.

The requirements set out in rule 15A.48 are not intended to be exhaustive. The

Exchange may impose additional requirements in a particular case (including but
not limited to a Further Issue as defined in rule 15A.52 below).
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15A.49

15A.50

15A.51

15A.52

For the purposes of rule 15A.48 the Exchange will normally require the trustee;custodian
or-depeositary-collateral holder to be:—

(1) a bank licensed under section 16 of the Banking Ordinance;

(2) atrust company which is a subsidiary of such a bank; or

(3) [Repealed 1 July 2026]a—trust-company—registered—underPart\Vill-of the—Trustee

(4) a banking institution or trust company incorporated outside Hong Kong which is
acceptable to the Exchange.

However, the Exchange may in exceptional cases accept an alternative person to be

trustee—custodian-or-depeositary-collateral holder.

In the case of an issue of collateralised structured products, in addition to the legal opinions
required under rule 15A.17A, the issuer must submit to the Exchange legal opinions-upen
acceptable to the Exchange from legal advisers in such jurisdictions as the Exchange shall
require, confirming:

(1) the validity and legally binding effect and-enforceability-of the proposed trust or other
security arrangements_and that they are enforceable in accordance with their terms;

(2) all authorisations needed for the proposed trust or other security arrangements under
the laws of the place in which the security provider is incorporated or otherwise
established and the security provider's memorandum and articles of association or
equivalent documents have been duly given; and

(3) such other matter as the Exchange shall require depending on the circumstances of the
issuer and/or the security provider.

The required legal opinions must be submitted to the Exchange in draft form as soon as
practicable and a copy in its final form must be submitted to the Exchange on the date of
publication of the base listing document (and if required by the Exchange, each
supplemental listing document) or stand alone listing document.

Disclosure of Agreements

An issuer must disclose to the Exchange any agreement, arrangement or understanding
(direct or indirect) in place at the date of structured product issue between the issuer-and
or any member of the-issuers-its group (meaning the-issuerand-any of the issuer's holding
companies, subsidiaries and fellow subsidiaries and any associated company of any of
them) and any substantial shareholder of the company whose securities underlie the
structured product.

Further Issue

An issuer may make-issue a further issue or issues of structured products (“Further Issue”)
to form a single series with a structured product (“Existing Issue”) which has been approved
for listing by the Exchange._An issuer shall not issue a Further Issue unless it has applied
for its listing. The issuer must comply with the following requirements for a Further Issue:

(1) An-issuermust-demonstrate-that-theThe terms and conditions of the Existing Issue
either-permit the Further Issue so as to form a single series with the Existing Issue-er




15A.53

15A.54

15A.55

15A.56

created.

(2) The terms and conditions of the Further Issue and the Existing Issue must be identical.

(3) [Repealed 1 Julv 2026]D¢aits—ef—the—supplemen¢al—ag¢eemen¥s—amend+ng—the

(5) An issuer may only launch a Further Issue when it holds, at the date of the launch of
the Further Issue, no more than 50% of the Existing Issue. An issuer may retain up to
100% of the Further Issue at launch. In calculating the proportion of the total issue
retained by an issuer, structured products held by any member of the issuer’s group
(meaning the issuer and any of the issuer’s holding companies, subsidiaries and fellow
subsidiaries and any associated company of any of them) for the account of the issuer
or for their own respective accounts shall be counted as belonging to the issuer.

(6) [Repealed 1 July 2026]App#evakte4he%snng—eﬁa4§uptheplssuemay—beg¥an%d-by4he
'I' I I' . E' icion,
(7) [Repealed 1 Julv 2026[1he—appl+eahen—p¥eeedwe4e#the4+snng—e#a—5u#he#lssue—wﬂl

(8) The listing fee prescribed in the Fees Rules for an issue of structured products is
applicable and shall be paid by the issuer to the Exchange in respect of each Further
Issue.

(9) [Repealed 1 July 2026[Whe¥e—there—as—a—ehange—te—the—m[emahen—m—the—hstmg

Marketing of Structured Products

An issuer may, prior-to-or-during-the-launch-of an-issue-of structured-products-and-subject

to compliance with all relevant laws, regulations, ard-rules_and guidelines, release publicity
material in relation to an issue of such-structured products.

[Repealed 1 July 2026]issuers-are+eminded-thatlegislation-may-apply-to-the-marketing-of

Application Procedures and Requirements

An applicant must obtain the Exchange’s clearance as to its suitability and the suitability of
the structured product for which listing is sought prior to the launch of that structured
product. Clearance on the suitability of a structured product may be obtained by submitting
an indicative term sheet, setting out the principal features of that structured product, to the
Exchange for its consideration.

A listing of structured products pursuant to this Chapter must be supported by a listing
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document. An issuer may use a base listing document_(as may be supplemented by a
supplementary listing document from time to time) supported by a supplemental listing
document (see rules 15A.68 to 15A.70) or a “stand alone? listing document.

(1) An issuer using a base listing document may not launch berestricted-fromtaunching

structured products until the base listing document has been finalised. One copy of
each of the English language version and the Chinese language version of the
publication version of the base listing document (dated and signed by a duly authorised
officer of the issuer) must be submitted to the Exchange.

(2) An issuer using a stand alone listing document (which shall be dated and signed by a

duly authorised officer of the issuer) may not launch be-restricted-from-launching the

structured products to which that listing document relates until the Exchange has

reviewed a draft of the-such listing document in-a-reasonably-advanced-form-that is

substantially complete except in relation to commercial or other information that by its
nature can only be finalised and incorporated at a later date.

15A.57 An issuer may launch an issue of structured products relating to securities listed on the
Exchange before trading on the Exchange on the day of Iaunch has ceased. —An—issueemay

15A.58 A formalannouncement-stand alone listing document or supplemental listing document (to
be read with a base listing document) stating-the-information-setoutinrule15A-59-must be
published on the Exchange’s website once the Exchange has confirmed it has no comments
thereon as soon as pessible-practicable after the structured products are launched and no
later than the first business day following the day upon which the structured products are
launched.

15A.59 [Repealed 1 July 2026]A-fermal-announcement-mustinclude-at-least-the following:







15A.60

15A.61

15A.62

15A.63

15A.64

The application procedure for the listing of a Further Issue will follow the same procedure
as a listing of Existing Issue, except that in relation to a Further Issue where the Existing
Issue is non-collateralised and issued pursuant to a base listing document, the
supplemental listing document may contain only the |nformat|on set outin paraqraph 31 of
Appendix D1D.A

made-inrespect-of any-Furtherlssue:
[Repealed 1 September 2008]

[Repealed 1 July 2026]An-issuer—is—notrequired-to-submita-listing—applicationform—in

The items referred to below must be lodged with the Exchange for review as soon as
practicable after the structured product is launched to allow sufficient time for review and
clearance by the Exchange before the proposed listing date:

(1) a draft of the supplemental or stand-alone-stand anne Ilstlng document e

marked—m—the—malcgm—te—mdteate compliance W|th the requwements of thls Chapter and
Appendix D1D.;-and

(2) [Repealed 1 Julv 2026]a—eempteted—eheeld+sHebtamable4rem—ﬂee—Beehange)—wh4eh
. L the | _

The following documents must be supplied to the Exchange as soon as practicable after
the launch of the structured product but before the listing of the structured product:—

(1) completed application form available from the Exchange_signed by a duly authorised
officer of the issuer; and

(2) aremittance in respect of the listing fee, levy and trading fees as determined pursuant
to the Fees Rules:.

(3 ) [Repealed 1 Julv 2026]eaeh—e#the—Eng+|sh4angeage4eFeret+and4he—Gmnese—language

(4) [Repealed 31 December 2023]

(5) [Repealed 1 July 2026]in-the-case-of-a-stand-alone-listing-documentinrespect-of-a
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15A.65

15A.66

15A.67

15A.68

15A.69

15A.70

(6) [Repealed 31 December 2023]

(7) [Repealed 31 December 2023]

Placing

Where structured products are listed on the Exchange by way of a placing, the guidelines
set out in Appendix F1 shall not apply.

Listing Documents

deeument—Lrstlng documents (|ncIud|nq any base listing document stand alone listing

document, supplemental listing document or supplementary listing document) must
contain all of the specific items of information which are set out in this Chapter and
Appendix D1D and must, as an overriding principle, contain such particulars and
information necessary to enable an investor to make an informed assessment of the assets
and liabilities and financial position of the issuer_and the guarantor (if any) and of the
structured products. The Exchange may require the inclusion in the listing document of
such additional or alternative items of information as it considers appropriate. Conversely,
the Exchange may be prepared to permit the omission or modification of certain items of
information if, in its absolute discretion, it considers it appropriate. Issuers who wish to omit
any of the prescribed information should consult the Exchange at the earliest opportunity.

An issuer may use a “base listing document®containing the information required by this
Chapter and Appendix D1D in relation to the issuer and the structured products and which
the issuer considers will apply generally in respect of all structured products or in relation to
a particular type of structured product in respect of which listing is sought on the Exchange
during such period in which the base listing document is valid. Such base listing document
may be updated by a supplemental listing document or a supplementary listing document
from time to time.

If an issuer uses a base listing document_(as may be supplemented by a supplementary
listing document from time to time), it shall be supported by a “supplemental listing
document® containing the information required by this Chapter and Appendix D1D and
which the issuer considers is specific to the structured product in respect of which listing is
sought.

The base listing document, ard-the supplemental listing document_and the supplementary
listing document must together contain all the information required by this Chapter and
Appendix D1D in relation to the issuer, the guarantor (if any), their respective holding
company that is relied upon by the issuer or the guarantor (if any) for eligibility assessment

under ruIe 15A 13(1) and the structured products lheeupplementat—hstmgudeeumentmuet

A base listing document shall be valid for a period of 12 months from the date on which it is
published or (if earlier) until such date as the issuer publishes submits-its annual financial
statements-accounts-to-the-Exchange in accordance with rule-45A24paragraph 5(1)(a) of
Appendix E5 whereupon an issuer must file a further base listing document. A base listing
document may not be amended without the prior approval of the Exchange. A base listing
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15A.71

15A.72

15A.73

15A.74

15A.75

15A.76

15A.77

document may be amended to allow the inclusion of Irterim-Reperts-interim financial reports
or quarterly_interim financial reports.

If, at any time after the issue of the listing document (rneluelmgaany—base—hstmgeeeument

and before the
Commencement of deallngs in the structured products for WhICh listing is sought, the issuer
becomes aware that:—

(1) there has been a significant change affecting any matter contained in the listing
document; or

(2) a significant new matter has arisen, the inclusion of information in respect of which
would have been required to be included in such listing document if it had arisen before
such listing document was issued,

the issuer (unless the Exchange agrees otherwise) shall, as soon as practicable, submit to
the Exchange for its review a supplementary listing document giving details of the change
or new matters. For this purpose “significant” means significant for the purpose of making
an informed assessment of the matters mentioned in rule 15A.66.

No amendment to the flnaI proof of the listing document—&netu&ng—any—base—trstmg

the Exchange has confirmed to the issuer that it has no comments—thereon._Listing
documents must be published on the Exchange’s website as soon as practicable after the
Exchange has confirmed it has no comments.

Every issuer is requwed to accept responsrblllty for the |nformat|on contained in a Ilstlng

accept responsibility for the information in relation to the quarantor contained in a listing

document and, unless otherwise required by law, this statement may be given on a
corporate basis.

A listing document may include illustrations of a pictorial or graphic nature provided that
such illustrations are not misleading or likely to mislead in the form and context in which
they are included.

Any base listing document in respect of structured product issues, stand alone listing
document or supplemental listing document in respect of a specific structured product, that
is a prospectus must be registered under the Companies (Winding Up and Miscellaneous
Provisions) Ordinance. The procedures for registration are set out in Chapter 11A and rule
9.11(33). The requirement to notify the Exchange at least 14 days in advance of the date
on which it is proposed to register a prospectus, set out in rule 11A.09, will not apply in the
cases of supplemental listing documents.

Documents of Title and Admission into CCASS

Subjectto-rule15A-84—structured products may be represented by global or definitive

documents of title, WhICh may be in bearer or reglstered form -Equity-Linked-lnstruments
- Alternative forms of

documents of title and alternatlve settlement arranqements may be used by agreement with
the Exchange.
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15A.78

15A.79

15A.80

15A.81

15A.82

15A.83

15A.84

Subject to rule 15A.779-and+rule15A-84, structured products must be Eligible Securities
from the date on which dealings in them are to commence.

[Repealed 1 JuIy 2026]Ark5suepsha#ensupe#4ata#neeessawra4gemem5%maee4n

[Repealed 1 July 2026]An-issuershallensure-sodarasitis-able-thatits-siructured-products
' Eliible S i

[Repealed 1 July 2026]Ntemahve49m5—e#deeument&e#tﬁle—and—a#enmtwe—se#lemem

Withdrawal of Listing

An issuer may apply to withdraw the listing of a structured product prior to its expiry or
maturity if the structured product is held entirely by the issuer or members of the-issuers-its
group_(including any of the issuer’s holding companies, subsidiaries and fellow subsidiaries
and any associated company of any of them).

Where a structured product has been fully exercised prior to expiry or maturity, an issuer is
required to notify the Exchange of the full exercise as soon as practicable so that the
Exchange may delist the structured product accordingly.

l-29



Tradina_hal . ¢ i
15A.85 [Repealed 1 July 2026]

15A.86 [Repealed 1 July 2026]Fhe-Exchange-shall-save-in-exceptional-circumstances—suspend

Register

15A.87 If the structured product is to be represented by definitive documents of title in registered
form, the issuer must be an approved share registrar or employ an approved share registrar
to maintain the register.

ListinaF
15A.88 [Repealed 1 July 2026]Details-of thelisting-fee-are-set-out-inthe Fees Rules:

Authorised Representatives

15A.89 Every issuer is required to appoint two authorised representatives in accordance with rules
3.05 to 3.07 save that one efthetwe-authorised representatives must be a senior officer of
the issuer, the guarantor (if any) or members of their group (including any of their holding
companies, subsidiaries and fellow subsidiaries) and the other one must be a senior officer
of the compliance department of the issuer-er, the guarantor (if any)_or members of their
group (including any of their holding companies, subsidiaries and fellow subsidiaries).

Appendix D1D

Contents of Listing Documents
Structured Products

Note: A stand alone listing document in relation to a structured product issue should contain
all the information required by this Appendix. A base listing document and
supplemental listing document_(each _as may be supplemented from time to time)
should, between them, contain all the information set out in this Appendix. In the case
of a guaranteed issue, references in this Appendix to the “issuer” should be read as
applying equally to the guarantor.

General Information

1. Each base listing document, stand alone listing document, ersupplemental listing document
or supplementary listing document shall on the front cover or inside front cover contain the
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following prominent and legible statements:—

(a) “Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong
Limited take no responsibility for the contents of this document, make no representation
as to its accuracy or completeness and expressly disclaim any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of
this document.”;

(b) “This document, for which the issuer [and the guarantor] accept[s] full responsibility [(in
the case of the guarantor, only in respect of the information in relation to the guarantor
[and (the quarantor’s holding company that it relies on for eligibility assessment under rule
15A.13(1))] in such document)], includes particulars given in compliance with the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited for the
purpose of giving information with regard to the issuer [and the guarantor] [and (the
holding company relied upon for eligibility assessment under rule 15A.13(1))]. The issuer
[and the guarantor], having made all reasonable enquiries, confirm[s] that to the best of
[its] [their] knowledge and belief the information contained in this document [(in the case
of the guarantor, only in respect of the information in relation to the guarantor [and (the
guarantor’s _holding company that it relies on for eligibility assessment under rule
15A.13(1))1)] is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any
statement herein or this document [(in the case of the guarantor, only in respect of the
statement _and information in relation to the guarantor [and (the guarantor’s holding
company that it relies on for eligibility assessment under rule 15A.13(1))])] misleading.”;

Note The above statement shall be modified according to whether the issue is or is not a
guaranteed issue_or whether the issuer or the quarantor (if any) relies on their
respective holding company for eligibility assessment under rule 15A.13(1).

(c) “Investors are warned that the price of the structured products may fall in value as rapidly
as it may rise and holders may sustain a total loss of their investment. Prospective
purchasers should therefore ensure that they understand the nature of the structured
products and carefully study the risk factors set out in this document and, where
necessary, seek professional advice, before they invest in the structured products.”; and

Note: This disclosure may be modified in the case of capital protected products.

The expression ‘structured products’ may be replaced by the name of the

product (for example derivative warrants-er-equity-linked-instruments) where

the listing document relates solely to an issue or issues of that type of product.
(d) in the case of non-collateralised structured products:

“The structured products constitute general unsecured contractual obligations of the issuer
and of no other person and if you purchase the structured products you are relying upon
the creditworthiness of the issuer [and the guarantor] [and have no rights under the
structured products against the company which has issued the underlying securities].”

Note: The above statement shall be modified according to whether the issue is or is not a
guaranteed issue and whether or not there are any securities underlying the issue.

The expression ‘structured products’ may be replaced by the name of the product

(for example derivative warrants er—egquity-tinked—instruments) where the listing

document relates solely to an issue or issues of that type of product.

2.  The names and addresses of the registrars (if any), trustees (if any), warrant agent (if any) and
the transfer office.
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A statement that:

(1) application has been or will be made to the Exchange for listing of, and permission to deal
in, the structured products.

(2) all necessary arrangements have been made enabling the structured products to be
admitted into CCASS or an appropriate negative statement.

If known, the date on which dealings in the structured product will commence.

Where the listing document includes a statement purporting to be made by an expert, a
statement.—

(a) specifying the qualifications of such expert and whether such expert has any shareholding
in the issuer or any member of the—issuers—its group or the right (whether legally
enforceable or not) to subscribe for or to nominate persons to subscribe for securities in
the issuer or any member of the-issuer's-its group, and, if so, a full description thereof;

(b) that the expert has given and has not withdrawn his written consent to the issue of the
listing document with the expert’s statement included in the form and context in which it is
included; and

(c) of the date on which the expert’s statement was made and whether or not it was made by
the expert for incorporation in the listing document.

A statement as to the tax implications for Hong Kong investors who wish to invest in the
structured products including, if applicable, a reference to any duties or taxes payable on
exercise, expiry or maturity of the structured products.

Information on the Issuer_and, where applicable, its holding company

7.

8.

10.

11.

For all listing documents the full name of the issuer and, if applicable, the guarantor.

The country of incorporation or other establishment of the issuer and, if applicable, the
guarantor and the authority under which the issuer and, if applicable, the guarantor was
incorporated or otherwise established.

In the case of an issuer and, if applicable, a guarantor, not incorporated or otherwise
established in Hong Kong, the address of the head office and of the principal place of business
(if any) in Hong Kong and of the place of business in Hong Kong registered under Part 16 of
the Companies Ordinance, and the name(s) and address(es) of the person(s) in Hong Kong
authorised to accept service of process and notices on its behalf.

The issuer's er-and, in the case of a guaranteed issue, the guarantor's published audited
consolidated-financial statements or, where the issuer and/or the guarantor is a holding
company, the issuer's and/or the guarantor’s published audited consolidated financial
statements (including the accompanying notes thereto) and the auditor's report-thereen, for
the last two financial years.

(1) (a) Where-An interim financial report (the “Interim Report”) in respect of the first six
months of the issuer’s and, in the case of guaranteed issues, the guarantor’s financial
year (where published, or if more than 46-9 months have elapsed since the date to
which the-its latest published audited eonsolidated-financial statements_or, where it is
a holding company, its latest published audited consolidated financial statements of

thessuepepm—theueaseef—guaranfeeed—ﬁsues—meguaramepare made up) -an—m%enm




12.

13.

year_including the issuer's and/or the guarantor’s interim financial statements or,
where the issuer and/or the guarantor are holding companies, the issuer’s and/or the
guarantor’s consolidated interim financial statements, each containing the following
information:—

(i) profits or losses before taxation,

(i) taxation on profits,

(iii) profits or losses attributable to non-controlling interests,
(iv) profits or losses attributable to shareholders,

(v) the balance at the end of the period of share capital and reserves, and

(vi) comparative figures for the matters specified in (i) to (v) inclusive for the
corresponding previous period.

(c) A statement that the Interim Report and-the-statementin paragraphs 11(1) (a)-ahre<b)
above has have-been prepared in accordance with the issuer’s or, as the case may
be, the guarantor’s usual accounting policies and procedures.

(2) Where—published,—the—The issuer's er—and, in the case of guaranteed issues, the
guarantor’s latest quarterly interim financial report, where published. Where the quarterly
interim financial report is made up to a date subsequent to the date of the Interim Report
above and contains the information required by paragraph 11(1)(a), the Interim Report
may be omitted. The quarterly interim financial report may be omitted where it is made up
to a date prior to the date of any Interim Report included in accordance with paragraph
11(1)(a) above.

A statement that the issuer undertakes to, during the period that any structured products issued
by it are listed on the Exchange, publish the issuer's;-er and, in the case of a guaranteed issue,
the guarantor’s, published annual report including audited eenselidated—annual financial
statements_(or audited consolidated annual financial statements where required under
paragraph 5(1)(a) of Appendix E5) and any more recent published interim_financial statements
(or_consolidated interim financial statements where required under paragraph 5(1)(b) of
Appendix E5) and quarterly financial statements on the Exchange’s website and the issuer’s
own website and give the address of each website.

In the case of an issue of non-collateralised structured products, a description of the issuer's
activities in relation to its use of structured products, derivative warrants, options, futures,
swaps and similar instruments covering the following matters:—

(1) the purpose for which such instruments are used;

(2) the methods employed by the issuer to monitor, evaluate, manage and mitigate the risk
arising including market risk, credit risk, concentration risk and operational risk;

(3) the role of senior management in the supervision of the risk management process
including, the functions and independence of its risk management, credit, finance, internal
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audit and compliance units;

(4) the policy with respect to obtaining collateral, counterparty selection criteria and
monitoring; and

(5) the imposition of and monitoring of trading and credit limits including the procedures and
authorizations necessary for such limits to be exceeded and the procedures in relation to
and action which would be taken if limits are exceeded without due authority.

This information is to be included in the same listing document as the annual-auditor's
report in paragraph 10 above.

14. A statement of any material adverse change in the financial or trading position of the issuer's
and, in the case of a guaranteed issue, the guarantor's group since the end of the period
reported on in the auditor’s report disclosed pursuant to paragraph 10 to appear in all listing
documents. Where there has been no material adverse change an appropriate negative
statement must be included in all listing documents.

15. Particulars of any litigation or claims of material importance pending or threatened against the
issuer or any member of the-issuer's-its group or an appropriate negative statement. Where
particulars are provided in the base listing document they should be updated in the
supplemental listing document_or_supplementary listing document. Where there are no
particulars to disclose an appropriate negative statement must be included in all listing
documents.

16. (1) H-A statement that the issuer_and/or the guarantor (if any) is regulated by one of the
bodies indicated in rule 15A.13(2)er(3), a—statementof-thatfact—identifying the

regulatory body;-er-ifthe-issueris-notsoregulated,a-statement-of- thatfact:; and

(2) B e e e e e e M=t DI
of the credit rating(s) of the issuer, the guarantor and their respective holding company

that is relied upon by the issuer or the guarantor for eligibility assessment under rule
15A.13(1), a statement identifying the-each relevant credit rating agency and the rating
and-the-date-itwas-awarded. This information shall appear in all listing documents.

Note: Existing issuers and quarantors with either non-collateralised structured products listed
on the Exchange, or a valid base listing document, as at 30 June 2026 would have a
transitional period until (and including) 30 June 2027 to comply with paragraph 16.
During such transitional period, such issuers and quarantors will be required to comply
with paragraph 16 (as in force on 30 June 2026) in the manner prescribed by the
Exchange from time to time.

16A. A statement that credit ratings of the issuer, the guarantor or their respective holding company
are for investors’ reference only. Where the credit rating of the holding company of the issuer
or the guarantor is relied upon by the issuer or the guarantor for eligibility assessment under
rule 15A.13(1), the name of such holding company, the relationship between such holding
company and the issuer and (in the case of guaranteed issues) the guarantor, and a statement
that investors shall have no recourse against such holding company and shall determine the
relevance and significance of credit ratings of such holding companies.

Information on the Structured Products
17. The following information:

(1) The nature,-and amount_and title of the issue including the total number of units which
have been or will be created and issued_(Note).
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Note:

The description of the structured product must indicate the nature of the product as

(2)

3)

(7)
(8)

(10)

(11)

(12)

(13)

(14)

follows:

(a) type (e.q. call, put or other)

(b) single or basket

(c) style (e.q. American, European or other)

(d) underlying

(e) settlement method.

A full description of, including the terms attaching to, the structured products for which
listing is sought.

The issue price or offer price of the structured products.
If applicable, the Fhe-maximum number of securities or assets which the issuer or

holders (as the case may be) are obliged to transfer upon exercise of the structured
products.

If applicable, the period during which the structured products may be exercised and the
date when this right commences and the date when the structured products mature or
expire.

If applicable, the amount payable on the exercise of the structured products.

The arrangements for transfer of the structured products.

The rights of the holders of the structured product on the liquidation, administration or
an analogous action of the issuer.

A summary of any other material terms of the structured products.

Particulars of any other stock exchange on which the structured products are or will be
listed or an appropriate negative statement.

The identity of the Liquidity Provider for the issue of the structured product, and the
Broker identification number of that Liquidity Provider. A statement that the Liquidity
Provider is regulated by the Exchange and the Commission and an explanation of the
relationship between the issuer and the Liquidity Provider emphasizing that the
Liquidity Provider is acting as agent for the issuer.

A statement of the method by which liquidity is to be provided for the structured product
issue; in particular whether this will be by means of Quote Request or Continuous
Quotes.

Where liquidity is to be provided by means of Quote Request, a telephone number for
requesting quotes and the time within which a response will be provided to a quote
request.

A statement of when liquidity will be provided for the structured product and when
liquidity will not be provided for the structured product.

Note: [Repealed 1 July 20261/a-rormal-circumstances-an-issuer-shall-provideliquidity

l-35




(15)

! P ; 1t closes.

A statement of the minimum gquantity-size of structured products for which the liquidity
will be provided.

Note: [Repealed 1 July 2026]/n-rormal-circumstances-an-issuer-shall-provide-liguidity
: = '

A statement of the maximum spread between the bid and offer prices when liquidity is
provided.

Other minimum service levels in relation to liquidity provision which shall comply with

the minimum service levels as required by the Exchange from time to time.

Whether the Liquidity Provider will offer to purchase structured products at less than
one cent.

If applicable, a statement that neither the issuer nor the guarantor (if any) is the ultimate
holding company of the group to which the issuer belongs and with which the issuer’s
name is identified.

18. A statement of all risks which are material for an investor to make an informed decision in
respect of investing in the structured product.

19. For structured products which provide for settlement wholly in cash, a statement of the issuer’s
obligation to provide for automatic exercise upon expiry or maturity,-and a statement of the
period in which the issuer may deliver the requisite cash settlement amount:, details of the
formula for calculating the cash settlement amount and a statement that the products will be

automatically settled on the expiry date or maturity date without the need for holders of the

products to deliver a notice of exercise.

19A. If applicable, the name of the sponsor/manager, distributor(s) or placing agent(s).

Information on the underlying securities, indices or assets

20. Inthe case of structured products relating to securities of a company or companies, the listing
document shall include the following information in respect of each of the underlying
companies.—

(1)

in the case of a company listed on the Exchange, an indication of where investors may
obtain information on that company including its published audited consolidated financial
statements and interim financial statements;

in the case of any other company, an indication of where investors may obtain information
on that company including its published audited consolidated financial statements and
interim financial statements;

in the case of companies which are not listed on the Exchange, a description of the
principal activities of the relevant companies and their subsidiaries;

in the case of companies which are not listed on the Exchange, details of their issued
share capital;

in the case of companies which are not listed on the Exchange, details of the substantial
shareholders’ interests;

in the case of companies which are not listed on the Exchange, market statistics covering
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21.

22.

23.

at least the price of the securities at the latest most practicable date, the market
capitalisation, the historic price earnings multiple and dividend yield and a brief trading
history of the securities over the two years immediately preceding the issue of the listing
document;

(7) in the case of companies which are not listed on the Exchange, any other information
concerning the relevant companies which has been published generally and which is
necessary to enable an investor to make an informed assessment of the value of the
structured products;

(8) the date of and arrangements for adjusting the amount payable on the exercise of such
rights or the entitlement due upon exercise to (where applicable) take account of any
rights issue, bonus issue, sub-division, consolidation or other alteration to the share
capital of the company whose securities underlie the structured product;

(9) the rights (if any) of the holders to participate in any distributions and/or offers of further
securities made by the company whose securities underlie the structured products; and

(10) the rights (if any) of the holders of the structured products on the liquidation,
administration or_an analogous action of the company whose securities underlie the
structured products.

In relation to structured products which provide for physical settlement of the underlying
Exchange listed securities or assets, a statement of the period in which the issuer may deliver
documents of title (including certificates in the name of the exercising holder) or deliver the
underlying Exchange listed securities by electronic transfer, to the holder following a valid
exercise or following expiry or maturity.

In the case of structured products in respect of other securities or assets, the listing document
must contain that information which is necessary to enable an investor to make an informed
assessment of the value of the structured products.

In the case of structured products relating to indices:—

(1) a description of the index;

(2) a description of the constituent stocks (if applicable);

(3) the identity of the party which sponsors and/or calculates the index;

(4) a description of the method of calculation;

(5) the arrangements for calculation if the index is not published by the normal party;

(6) the historic highs or lows for the last five years; and

(7) the closing spot level at the latest most practicable date.

The information in paragraphs 23(1) to 23(7) may be omitted where_(i) such information is
publicly available in English and Chinese on the web site of the index compiler and a web link

to such web site is included in the listing document, or (ii) the underlying index is the-Hang
Seng-lnrdex-or-such other index as may be prescribed by the Exchange from time to time.

Information on the Guarantee

24,

The full text of the guarantee. A statement that the obligations of the issuer are unconditionally
and irrevocably guaranteed by the guarantor.
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Information on the collaterals and security arrangements

24A. In the case of an issue of collateralised structured products, the listing document must contain

such information on collaterals, collateral holders and collateral arrangements, trusts or other
security arrangements necessary to enable an investor to make an informed assessment of
the collateralised structured products.

Language

25.

Each listing document in a single language, either English or Chinese, must include in a
prominent place a description in the other language of how the investor may obtain a listing
document in that other language.

Updating

26.

In a base listing document, the-date-of-the-decument-and-a statement that the base listing
document may be updated from time to time._In a supplemental or supplementary listing
document, include details of any changes to the information contained in the base listing
document and a declaration by the issuer that the information contained in the base listing
document (as supplemented by the supplemental listing document and any supplementary
listing document) is, as at the date of the supplemental or supplementary listing document,
up-to-date, true, accurate and complete in all material respects and there are no other matters
the omission of which would make the supplemental or supplementary listing document or any
statement therein misleading.

Display of documents

27.

The following are published on the Exchange’s website and the issuer's own website for so
long as any structured products issued under a listing document are listed on the Exchange:—

(1) all reports, letters or other documents, balance-sheets;-valuations and statements by any
expert any part of which is extracted or referred to in the listing document;

(2) any current and future base listing documents, stand alone listing documents and
supplemental listing documents or subsequent amendments to the listing document(s);
and

(3) the latest published audited eenselidated-annual financial statements of the issuer and
guarantor_(if any) or where the issuer and/or the guarantor is a holding company, the
issuer’s and/or the guarantor’s latest published audited consolidated annual financial
statements and any more recent published interim financial statements (or consolidated
interim financial statements where it is a holding company) and quarterly financial
statements.

Other information

28.
29,

30.

The date of the listing document.

The web sites at which the listing document will be available to the public.

Other information as the Exchange shall require.

Non-collateralised further issue issued pursuant to a base listing document

31,

In relation to a further issue where the existing issue is non-collateralised and issued pursuant
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to a base listing document, the supplemental listing document may contain only the following:—

(1)

the date of publication of the base listing document, any supplementary listing document
and supplemental listing document for the existing issue and the web link at which each
such listing document is available to the public;

a statement that the supplemental listing document for the further issue shall be read in
conjunction with the base listing document, any supplementary listing document and
supplemental listing document for the existing issue;

the disclosure specified by “General Information” and “Other information” in this Appendix;

the following information:

(a) the number of units of the further issue to be issued:;

(b) the closing price of the existing issue on either the day on which the further issue is
launched or, if the further issue is launched before trading on the Exchange has
ceased for the day, the day preceding the day on which the further issue is launched:;
and

(c) a statement that the further issue forms a single series with the existing issue;

any update to the information as set out in the listing documents for the existing issue;
and

a declaration by the issuer that the information contained in the base listing document (as
supplemented by any supplementary listing document and the supplemental listing
documents for both the existing and further issues) is, as at the date of the supplemental
listing document, up-to-date, true, accurate and complete in all material respects and
there are no other matters the omission of which would make the supplemental listing
document or any statement therein misleading.

Appendix E5

Continuing Obligations: Structured Products

An-Each of the issuer and the guarantor_(if any) of structured products as defined under Chapter
15A shall comply with the following ongoing obligations:

1.

DISCLOSURE

General matters

An issuer and the guarantor (if any) must comply with the following: —

(1)

(a) Without prejudice to paragraph 26, where in the view of the Exchange there is or
there is likely to be a false market in the issuer’s listed-seeurities-structured products,
the issuer and the guarantor_(if any) must, as soon as reasonably practicable after
consultation with the Exchange, announce the information necessary to avoid a false
market in the seeurities-structured products;
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Notes: 1. This obligation exists whether or not the Exchange makes enquiries under
paragraph 26 below.

2. If the issuer believes that there is likely to be a false market in its listed
securties-structured products, it must contact the Exchange as soon as
reasonably practicable.

3. Any obligation to inform holders of the issuer’s #isted-seeurities-structured
products or the public will be satisfied by the information being published
on the web site of the Exchange except where Chapter 15A or this
Appendix requ:res some other form of not/f/cat/on Qertam—sueh

(b) (i) Where the issuer is required to disclose inside information under the Inside
Information Provisions of the Securities and Futures Ordinance, the issuer and
the guarantor (if any) must also simultaneously announce the information.

(ii) The issuer and the guarantor_(if any) must simultaneously copy to the Exchange
any application to the Commission for a waiver from disclosure under the Inside
Information Provisions, and promptly upon being notified of the Commission’s
decision copy the Exchange with the Commission’s decision.

(c) The issuer and the guarantor (if any) must take all reasonable steps to maintain strict
confidentiality of inside information until it is announced.

(d) The issuer and the guarantor (if any) must not divulge any information in such a way
as to place in a privileged dealing position any person or class or category of persons.
They must not release any information in such a way that Exchange transactions may
be entered into at prices which do not reflect the latest available information.

(e) The issuer and the guarantor (if any) must seek to ensure that dealings do not take
place between parties one of whom does not have inside information which the other
possesses.

(2) inform the Exchange of, and release to the Hong Kong market, information at the same
time as the information is released to any other stock exchange on which the lssuers
securities-issuer’s structured products are listed; and

(3) [Repealed 1 JuIv 2026]nehiy4he—.%eehangewheﬁethenebassewameeﬁﬂqeussueeeethe

(4) [Repealed 1 July 2026]retify—the—Exchange—of-any—change—in—the—issuer's—or—the
or itrating

(5) the Exchange Listing Rules in force from time to time.

The issuer, and where the seeurities-structured products are guaranteed, the guarantor must,
as soon as reasonably practicable, announce any information which may have a material effect
on its ability to meet the obligations under the seeurities-structured products.

Changes in the terms of listed-securities-structured products

The issuer and the guarantor_(if any) shall, if there is a proposed change in the terms of
conversion or in the terms of the exercise of any of the issuer’s listed-securities-structured

products, notify the Exchange of, and publish—on—the—website—of the Exchange—an
announcementas-to-announce, the proposed change, its effective date and the effect of any
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4A.

such change whereverpracticable,—prior to the effective date of such change-and—if-neot-seo
practicable,—as-soon-as—possible-thereafter. The issuer must not proceed with such change

until the Exchange has confirmed that it has no comments.

Closure of books

The issuer shall, as early as practicable before such closure, notify the Exchange in writing
and publish on the Exchange web site a notice of the closure of its transfer books or any
register of holders of its listed-securities-structured products-inrespect-of-the-listed-securities.
In cases where there is an alteration of book closing dates, the issuer shall, as soon as
practicable, notify the Exchange in writing of such alteration and give further notice by way of
publication on the Exchange web site.

4.1 See Practice Note 8 for emergency share registration arrangements during a-typhoon

andlor-a-black-rainstorm-warning-Bad Weather Signals.

MATTERS RELATING TO THE ISSUER

Ongoing compliance

Whilst any of the issuer’s non-collateralised structured products are listed on the Exchange:

(1) the issuer or the guarantor (in the case of guaranteed issues) shall comply with rules
15A.12 and 15A.13(3); and

(2) the issuer or the guarantor (in the case of guaranteed issues) shall, or shall ensure that
their respective holding company (which is relied upon by the issuer or the guarantor for
eligibility assessment under rule 15A.13(1)) will, comply with rule 15A.13(1).

Note: Existing issuers and guarantors with either non-collateralised structured products listed
on the Exchange, or a valid base listing document, as at 30 June 2026 would have a
transitional period until (and including) 30 June 2027 to comply with paragraph 4A.
During such transitional period, such issuers and guarantors will be required to comply
with the continuing obligations under the Exchange Listing Rules (as in force on 30 June
2026) in the manner prescribed by the Exchange from time to time.

ANNUAL-ACCOUNTS-FINANCIAL STATEMENTS

Publication and preparation of financial reports

webate—and—the—rssuer—s—ewn—web&te—An issuer (and, in the case of quaranteed issues, the

guarantor) shall, whilst any structured products issued by the issuer are listed on the Exchange:—

(1) publish on the Exchange’s website:—

(a) as soon as practicable after its publication elsewhere but, in any event, not later than
four months after the period to which it relates, the issuer's and, in the case of
guaranteed issues, the guarantor’s annual report including its audited annual financial
statements or, where the issuer and/or the guarantor are holding companies, the
issuer’'s and/or the guarantor’s audited consolidated annual financial statements, each
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together with the auditor’s report;

(b) as soon as practicable after its publication elsewhere or the date of its preparation but,
in any event, not later than three months after the period to which it relates, the issuer’s
and, in the case of guaranteed issues, the guarantor’s interim financial report in respect
of the first six months of its financial year including its interim financial statements or,
where the issuer and/or the quarantor are holding companies, the issuer's and/or the
guarantor’s consolidated interim financial statements;

(c) where published, as soon as practicable after its publication elsewhere, the issuer’s
and, in the case of gquaranteed issues, the quarantor’s quarterly interim financial report;
and

(d) as soon as practicable after its publication elsewhere, full details of any other financial
information which the issuer and/or the guarantor may provide to any other exchange
or market, to the extent such information is necessary to enable an investor to make
an informed assessment of the financial position of the issuer or, as the case may be,
the guarantor and of the structured products;

include in the interim financial report referred to in paragraph 5(1)(b) of this Appendix E5:—

(a) profits or losses before taxation,

(b) taxation on profits,

profits or losses attributable to non-controlling interests,

the balance at the end of the period of share capital and reserves, and

(@]
(d) profits or losses attributable to shareholders,
(e)
0

comparative figures for the matters specified in (a) to (e) inclusive for the previous
corresponding period; and

prepare the interim financial reports and statements referred to in paragraphs 5(1)(b),
5(1)(c) and 5(2) of this Appendix E5 in accordance with the issuer’s or, as the case may be,
the quarantor’s usual accounting policies and procedures.

LIQUIDITY PROVISION

The issuer shall be required to provide liquidity in each structured product issue and shall
describe in the stand alone listing document or any of the base listing document,
supplemental listing document or supplementary listing document how it proposes to
provide that liquidity. The method adopted must be transparent and must be acceptable to

the Exchange.

The issuer shall inform the Exchange and announce:

(a) any change of liquidity providers or their particulars before implementing such change;
and

(b) as soon as practicable upon any disruption to, or resumption of, liquidity provision
services.

Notes:

1. The liquidity provider must be identified in the stand alone, base, supplemental or
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supplementary listing document.

Liquidity may be provided either by means of continuously inputting orders into the
Exchange’s trading system (“Continuous Quotes”) or by entering orders into the
Exchange’s trading system in response to requests for quotes (“Quote Request”). The
method chosen shall _be described in the stand alone, base, supplemental or
supplementary listing document. An _issuer which has indicated that it will provide
liquidity by means of Quote Request is not thereby precluded from fulfilling that
obligation by means of Continuous Quotes. An issuer that responds to a Quote Request
by agreeing to conduct a cross trade has fulfilled its obligation. An issuer which has
indicated that it will provide liquidity by means of Quote Request must include a
telephone number for requesting quotes in the stand alone, base, supplemental or
supplementary listing document.

An issuer shall specify the minimum service levels in relation to liquidity provision in the
stand alone, base, supplemental or supplementary listing document which comply with
the minimum service levels as published by the Exchange from time to time. An issuer
shall comply with the minimum service levels for liquidity provision specified in the
listing documents.

Any dealings by the issuer or any member of its group (meaning any of the issuer’s
holding companies, subsidiaries and fellow subsidiaries and any associated companies
of any of them), as principal, in structured products that the issuer has listed on the
Exchange must be conducted through the liquidity provider. A direct business
transaction, where an Exchange Participant acts for both buyer and seller, one of whom
is a member of the issuer’s group, need not be conducted through the liquidity provider.
A transfer of proprietary ownership of structured products from one member of an
issuer’s group to another member of the issuer’s group is not reqgarded as dealing for
this purpose and should be effected off the Exchange. The Exchange may require an
issuer to provide additional transparency for trades conducted by the issuer’s group and
may prescribe procedures for this purpose from time to time.

INCENTIVE SCHEMES

5B. An issuer shall not (either directly or indirectly) offer commission rebates or other incentive

schemes in respect of structured products that it has issued. Notwithstanding the foregoing,

an issuer (that is a securities dealer), and a member of its group (which means any of the

issuer’s holding companies, subsidiaries and fellow subsidiaries) that is a securities dealer,

may offer commission rebates or other incentive schemes in respect of structured products

that the issuer has issued, provided that in each case:—

(1)

(2

the commission rebates or other incentive schemes are not limited solely and exclusively
to structured products issued by the issuer;

any commission rebate or other incentive schemes arising in respect of structured
products issued by the issuer will not be recovered directly or indirectly: (a) by its
securities dealing unit from its structured product issuance unit (where such commission
rebate or other incentive scheme is offered by an issuer), or (b) by or on behalf of the
securities dealer from the issuer (where such commission rebate or other incentive
scheme is offered by a member of an issuer’s group that is a securities dealer);

where the commission rebates or other incentive schemes relate to structured products
generally or securities trading generally, the terms of any commission rebate or other
incentive schemes applicable to structured products issued by the issuer are identical to
those applicable to structured products issued by other issuers;

where the incentives relate to specific structured products, such incentive shall be in the
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form of fee discounts and the terms of the fee discount applicable to structured products
issued by the issuer are identical to those applicable to structured products issued by
other issuers; and

(5) disclosure will be included in the relevant listing documents and publicity materials
alerting investors to the fact that an issuer or its group company intends to offer
commission rebates or other incentive schemes and that investors should make
investment decisions with respect to structured products without regard to the benefit of
any such commission rebates or other incentive schemes.

Note: The Exchange will require an issuer to provide periodic declarations of compliance with
these requirements by the issuer and members of its group (which means any of the
issuer’s _holding companies, subsidiaries and fellow subsidiaries). Any failure by an
issuer to comply with these requirements may render that issuer no longer suitable to
issue structured products on the Exchange.

ANNOUNCEMENT AND NOTIFICATION

After board meetings

The issuer and the guarantor_(if any) shall inform the Exchange_and announce as soon as
practicable after approval by or on behalf of the board of: —

(1) any proposed change in the capital structure of the issuer or the guarantor _(if any) which
may reasonably be expected to be material or which will affect the rights of the holders of
the listed-seeurities-structured products or its suitability as an issuer or a guarantor _(if any)
under Chapter 15A of the Exchange Listing Rules, including any adjustment or alteration
to the terms and conditions of its listed-seeuritiesstructured products; and

(2) any decision to change the general character or nature of the business of the lssuerissuer
or its group in any material respect, taken as a whole.

6.1 [Repealed 1 July 2026[+he

When requested by the Exchange, provide a list of all issues of derivative securities by the
issuer or the guarantor_(if any), whether such further securities are to be listed or not, by way
of a statement containing the brief terms and a description of each such issue.

Changes

The issuer and the guarantor (if any) shall inform the Exchange-immediately-and announce as
soon as practicable giving full details of any decision made in regard to: —

(1) any proposed alteration of the issuer's or the guarantor's (as the case may be)
memorandum or articles of association or equivalent documents which would affect the
rights of holders of its listed-securitiesstructured products;

(2) any change in the rights attaching to any class of listed-seeuritiesstructured products; and

(3) any change in its autherized-representatives—auditors, registered address or registered

place of business in Hong Kong.

The issuer and the guarantor (if any) shall inform the Exchange immediately giving full details
of any decision made in regard to any change in its authorised representatives.

Whilst any of its non-collateralised structured products are listed on the Exchange, the issuer
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10.

10A.

and, in the case of a quaranteed issue, the guarantor shall:—

(1) inform the Exchange and announce as soon as practicable where:—

(a) the total shareholders’ equity of the issuer or the guarantor, as the case may be, has
fallen below the level as prescribed in rule 15A.12; and

(b) the requlatory status of the issuer or the guarantor (if any) that is relied upon for
eligibility assessment under rule 15A.13(3) as disclosed in the listing documents has

changed;

(2) inform the Exchange as soon as practicable where the credit rating of the issuer or the
guarantor (if any) (or their respective holding company, where such credit rating is relied
upon by the issuer or the guarantor (if any) for eligibility assessment under rule 15A.13(1))
as disclosed in the listing documents has changed (including any downgrade in rating

outlook); and

(3) announce as soon as practicable where the credit rating of the issuer or the guarantor (if
any) (or their respective holding company, where such credit rating is relied upon by the
issuer or the guarantor (if any) for eligibility assessment under rule 15A.13(1)) as disclosed
in_the listing documents has been downgraded (including any downgrade in rating

outlook).

Whilst any of its collateralised structured products are listed on the Exchange, the issuer shall
inform the Exchange and announce as soon as practicable where there is any proposed
change in the collateral arrangements, trusts or other security arrangements. The issuer must
not proceed with such change until the Exchange has confirmed that it has no comments.

Basis of allotment

The issuer shall inform the Exchange of the basis of allotment of its listed-securities-structured
products offered to the public for subscription or sale, not later than the morning of the next
business day after the allotment letters or other relevant documents of title are posted.

Sale and Purchase of listed-securities-structured products

companies, subsidiaries and fellow subsidiaries and any associated companies of any of them:

(1) in structured products between the date of launch and prior to dealings in that structured
product commencing on the Exchange, and

(2) in the right to receive structured products between the date of launch and prior to dealings
in that structured product commencing on the Exchange

must be published on the Exchange’s website at least one and a half hours before trading
commences on the Exchange on the day dealings in the structured product commence on the

Exchange.

The previous day’s dealings by the issuer, guarantor (if any) and any of the issuer’s holding

companies, subsidiaries and fellow subsidiaries and any associated companies of any of them,
as principal, in_structured products that the issuer has listed on the Exchange must be
published on the Exchange’s website at least one and a half hours before trading commences
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11.

12.

on the Exchange each day.

Note: Transactions shall be included in the report in respect of the day they are entered into

the Exchange'’s trading system.

Winding-up and liquidation
(1) The issuer and the guarantor _(if any) shall inform the Exchange enthe-happening-of-any

of-and announce as soon as practicable af‘ter the occurrence of the foIIowmg events—as

(a)

(b)

(c)

(d)

(e)

the appointment of a receiver or manager either by any court having jurisdiction or
under the terms of a debenture or any application to any court having jurisdiction for
the appointment of a receiver or manager, or equivalent action in the country of
incorporation or other establishment, in respect of the business or any part of the
business of the issuer or the guarantor _(if any) or their respective holding companies
or the property of the issuer or that of the guarantor (if any), or their respective holding
companies or any major subsidiary;

the presentation of any winding-up petition, or equivalent application in the country
of incorporation or other establishment, or the making of any winding-up order or the
appointment of a provisional liquidator, or equivalent action in the country of
incorporation or other establishment, against or in respect of the issuer or the
guarantor (if any) or their respective holding companies or any major subsidiary;

the passing of any resolution by the issuer or the guarantor (if any), or their respective
holding companies or any major subsidiary that it be wound-up by way of members’
or creditors’ voluntary winding-up, or equivalent action in the country of incorporation
or other establishment;

the entry into possession of or the sale by any mortgagee of a portion of the issuer’s
or the guarantor's_(if any) or their respective holding companies’ assets which in
aggregate value represents an amount in excess of 15 per cent. of the consolidated
net tangible assets of the respective group; or

the making of any final judgment, declaration or order by any court or tribunal of
competent jurisdiction whether on appeal or at first instance which is not subject to
any or further appeal, which may adversely affect the issuer’s or the guarantor’s_(if
any) or their respective holding companies’ ownership or enjoyment of any portion of
its assets which in aggregate value represents an amount in excess of 15 per cent.
of the consolidated net tangible assets of their respective group.

(2) For the purposes of (1) above, a “major subsidiary” means a subsidiary representing 15
per cent. or more of the consolidated net tangible assets or pre-tax trading profits of the

group.

Other listings

The issuer and the guarantor _(if any) shall inform the Exchange immediately if any part of the
listed-seeurities-structured products of the issuer becomes listed or dealt in on any other stock
exchange, stating which stock exchange.

Expiry or maturity of structured products

12A. (1) Except as provided below an issuer shall, not less than 7 business days prior to the expiry

or maturity date in relation to any of its structured products, publish on the Exchange’s
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13.

website a notice containing, inter alia, the following:—

(a) the date of expiry or maturity, the last expected date of dealings and the date of
withdrawal from listing of the structured products;

(b) if applicable, the exercise price;

(c) if applicable, the method of calculation of the cash payment;

(d) the expected date of payment or delivery (as the case may be);

(e) the most recent closing price of the underlying security or asset; and

(f) such other information as the Exchange shall require.

(2) An issuer shall not be required to publish a notice in respect of a structured product
expiring or maturing on its normal expiry or maturity date if the terms and conditions in
respect of that structured product provide for net cash settlement on an automatic basis
(i.e. without the holder serving an exercise notice).

(3) Information relating to the expiry or maturity of a structured product arising as a
consequence of a mandatory call event (a “knockout”), including when it occurred and the
residual value (if applicable), shall be announced as soon as practicable after the
mandatory call event occurs.

ANNOUNCEMENTS, CIRCULARS AND OTHER DOCUMENTS

Review of documents

In addition to the specific requirements set out in the Exchange Listing Rules, the issuer and
the guarantor (if any) shall: —

(1) [Repealed 1 July 2026]submit-to-the-Exchange-a-draftforreview before-they are-issued;

)
-. . aa -
v a O

(2) submit to the Exchange a draft for review before they are issued, of any proposed
amendment to its memorandum or articles of association or equivalent documents which
would affect the rights of holders of its listed-seeuritiesstructured products; and

(3) not issue any of such documents until the Exchange has confirmed to the issuer or the
guarantor (as the case may be) that it has no further comments-thereen.

13.1 Each document should be submitted in sufficient time for review and, if necessary,
re-submission prior to finalisation-printing.

13.2 The Exchange reserves the right to require an issuer or the guarantor (as the case
may be) to issue a further announcement or document, particularly if the original
announcement or document was not required by the Exchange Listing Rules to be
reviewed by the Exchange, or if the original announcement or document is
misleading or is likely to create a false or misinformed market.

13.3 [Repealed 1 July 2026]Every—announcement-or-advertisement-which—has—-been




14.

15.

16.

17.

The issuer hereby authorises the Exchange to file “applications” (as defined in section 2 of the
Securities and Futures (Stock Market Listing) Rules) and those corporate disclosure materials
within the meaning of sections 7(1) and (2) of the Securities and Futures (Stock Market Listing)
Rules received by the Exchange with the Commission pursuant to sections 5(2) and 7(3) of
the Securities and Futures (Stock Market Listing) Rules respectively. Applications and relevant
corporate disclosure materials shall be filed with the Exchange in such manner as the
Exchange may from time to time prescribe. The authorisation aforementioned shall not be
altered or revoked in any way unless prior written approval has been obtained from the
Exchange and the Exchange shall have the absolute discretion to grant such approval. In
addition, the issuer undertakes to execute such documents in favour of the Exchange
perfecting the above authorisation as the Exchange may require.

Forwarding of decuments;-circulars;-ete.
The issuer shall forward to the Exchange: —

(1) all circulars to holders of its listed-seeurities-structured products at the same time as they
are despatched to holders of the issuer’'s listed—securities—structured products with
registered addresses in Hong Kong or published on the Exchange’s website and the
issuer's own website.and

(2) [Repealed 1 July 2026]tay———the-directors report-and-its-annual-accounts;

TRADING AND SETTLEMENT

Certification of transfers

For any listed-seeurity-structured product which is represented by definitive documents of title
not in bearer form the issuer shall:

(1) certify transfers against certificates or temporary documents and return them by the
seventh day after the date of receipt; and

(2) split and return renounceable documents by the third business day after the date of
receipt.

16.1 Documents of title lodged for registration of probate should be returned with the
minimum of delay, and, if possible, on the next business day following receipt.

Registration services

For any listed-security-structured product which is represented by definitive documents of title
not in bearer form:-

(1) The issuer (or its registrar) must provide a standard securities registration service in
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18.

relation to its listed-seeurities-structured products in accordance with paragraph 18(1).
The issuer (or its registrar) may, but shall not be obliged to, provide an optional securities
registration service in accordance with paragraph 18(2) and/or an expedited securities
registration service in accordance with paragraph 18(3). The issuer (or its registrar) must
also provide a bulk securities registration service in accordance with paragraph 18(4)
and a certificate replacement service in accordance with paragraph 18(5). Subject to
sub-paragraph (2) below, the issuer shall ensure that where the issuer (or its registrar)
charges a fee for registering transfers or cancelling, splitting, consolidating or issuing
definitive certificates relating to the issuer’s listed-seeuritiesstructured products, such fee
must not exceed, in total, the applicable amounts prescribed in paragraph 18.

The issuer shall ensure that where the issuer (or its registrar) charges a fee for registering
other documents relating to or affecting the title to the issuer’s listed-securities-structured
products (e.g. probate, letters of administration, certificates of death or marriage, powers
of attorney or other instruments or memoranda and articles of association in respect of
a new corporate holder) or for marking or noting documents, such fee must not exceed
HK$5 per item per register:

17.1 “per item” shall be defined to mean each of such other documents submitted for
registration.

It is the responsibility of an issuer whose registrar, as its agent, is in breach of any of the
above provisions or the provisions of paragraphs 16, 18 or 19 of this Appendix to report
such breach to the Exchange as soon as it becomes aware of the breach and the
Exchange reserves the right to communicate such information to the Commission.

Save as provided above or in paragraph 18 the issuer shall ensure that neither it nor its

registrar or other agents will charge investors or holders any other fees for any dealings
with them in connection with the transfer or transmission of its listed-seeuritiesstructured

products.

Issue of certificates, registration and other fees
(a) Standard securities registration service: Where paragraph 17 applies the issuer
shall (or shall procure that its registrar shall) issue definitive certificates arising out
of a registration of transfer or the canceling, splitting, consolidating or issuing
(otherwise than pursuant to paragraph 18(5)) of certificates within: —
(i) 10 business days of the date of expiration of any right of renunciation; or

(ii)) 10 business days of the receipt of properly executed transfer or other relevant
documents or the relevant certificates.

(b) The fee for registration pursuant to the standard securities registration service shall
not exceed, in total, the higher of the following:

(i) HK$2.50 multiplied by the number of certificates issued; or
(i) HK$2.50 multiplied by the number of certificates cancelled.

(a) Optional securities registration service: The issuer (or its registrar) may, but shall
not be obliged to, provide an optional securities registration service under which
definitive certificates are required to be issued within: —

(i) 6 business days of the date of expiration of any right of renunciation; or

(ii) 6 business days of the receipt of properly executed transfer or other relevant
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3)

()

(b)

(c)

(b)

documents or the relevant certificates.

The fee for registration pursuant to the optional securities registration service shall
not exceed, in total, the higher of the following: —

(i) HK$3.00 multiplied by the number of certificates issued; or
(i) HK$3.00 multiplied by the number of certificates cancelled.

If the issuer (or its registrar) fails to effect any registration within the period of 6
business days specified in sub-paragraph (a) above, the fee for such registration
shall be that determined in accordance with paragraph 18(1)(b).

Expedited securities registration service: The issuer (or its registrar) may, but shall
not be obliged to, provide an expedited securities registration service under which
definitive certificates are required to be issued within: —

(i) 3 business days of the date of expiration of any right of renunciation; or

(i) 3 business days of the receipt of properly executed transfer or other relevant
documents or the relevant certificates.

The fee for registration pursuant to the expedited securities registration service
shall not exceed, in total, the higher of the following: —

(i) HK$20.00 multiplied by the number of certificates issued; or
(il) HK$20.00 multiplied by the number of certificates cancelled.

If the issuer (or its registrar) fails to effect any registration within the period of 3
business days specified in sub-paragraph (a) above, the registration shall be
performed free of charge.

Bulk securities registration service: The issuer shall (or shall procure that its
registrar shall) provide a bulk securities registration service, for transfers of listed
securities-structured products representing 2,000 or more board lots of the issuer’s
listed-seedrities—structured products where the seeurities-structured products are
being transferred from the name of a single holder into the name of another or the
same single holder. Certificates shall be issued pursuant to the bulk securities
registration service within 6 business days of the receipt of properly executed
transfers or other relevant documents or the relevant certificates.

The fee for registration pursuant to the bulk securities registration service shall not
exceed, in total, the higher of the following: —

(i) HK$2.00 multiplied by the number of certificates issued; or

(i) HK$2.00 multiplied by the number of certificates cancelled.

Certificate replacement service: The issuer shall (or shall procure that its registrar shall)
provide a certificate replacement service. The fee for replacing certificates: —

(a)

representing seeurities-structured products with a market value of HK$200,000 or
less (at the time the request for replacement is made) for a person named on the
register shall not exceed HK$200.00, plus the costs incurred by the issuer (or its
registrar) in publishing the required public notice; or
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19.

20.

21.

22.

(b) either: —

(i) representing seeurities-structured products with a market value of more than
HK$200,000 (at the time the request for replacement is made); or

(i) for a person not named on the register (irrespective of the market value of the
seeurities-structured products concerned);

shall not exceed HK$400.00, plus the costs incurred by the issuer (or its registrar)
in publishing the required public notice.

(6) Forthe purposes of this paragraph 18: —

(@) the expression “business day” shall exclude Saturdays, Sundays and public
holidays in Hong Kong; and

(b) in computing any period of business days, such period shall be inclusive of the
business day on which the relevant transfers, certificates or other documents were
received (or, if such documents were not received on a business day, the business
day next following their receipt) and of the business day on which the relevant
certificates were delivered or otherwise made available.

(7) References in paragraphs 17 and 18 to the issuer’s registrar providing a service, or to
the issuer procuring that its registrar shall provide a service, shall not relieve the issuer
of any obligations in respect of any acts or omissions of its registrar.

Designated accounts
For any listed-security-structured product which is represented by definitive documents of title

not in bearer form the issuer or failing it, the guarantor_(if any) shall, if requested by holders of
its listed-seeuritiesstructured products, arrange for designated accounts.

Registration arrangements

In connection with paragraphs 16, 17, 18 and 19 if the issuer does not maintain its own
registration department, the issuer, or failing which the guarantor_(if any), shall make
appropriate arrangements with the registrars to ensure compliance with the provisions of such
paragraphs.

Trading limits

Where the market price of the listed-seeurities-structured products of the issuer approaches
the extremities of HK$0.01 or HK$9,995.00, the Exchange reserves the right to require the
issuer, or failing which the guarantor _(if any), to arrange either a change in the trading method
or proceed with a consolidation or splitting of the issuer’s listed-securitiesstructured products.

GENERAL

Sul listi

- 51



23.

24.

25.

26.

Notices to overseas holders of listed-securities-structured products

The issuer and the guarantor (if any) shall send notices to all holders of the listed-securities
structured products whether or not their registered address is in Hong Kong.

Equality of treatment

The issuer and the guarantor _(if any) shall ensure equality of treatment for all holders of the
listed-securities-structured products of the same class who are in the same position.

Exercise of rights

(1) The issuer and the guarantor_(if any) shall ensure that all the necessary facilities and
information are available to enable holders of the listed-securities-structured products to
exercise their rights.

(2) The issuer, failing whom the guarantor_(if any), shall give-netice-to-holders-of the-listed
seeurities-announce prior to the commencement of any suspension period {as-defined-in

the-terms—and-conditions—of-the-listed-seedrities}-which will affect the exercise rights
thereefunder the structured products. Such announcement shall contain information on,
including but not limited to, the commencement of the suspension period, (if known) the
end of the suspension period and how the suspension period will affect the exercise
rights under the structured products.

Jéeelrremfge—ln the event that the whole or part of a suspension perlod-(as—s&deﬂnedé shaII
be prior to and including the last date for exercise of the listed-seeuritiesstructured

products, the issuer shall also send the notice to holders of the listed-securities-structured
products prior to the commencement of such suspension period.

Response to enquiries

Where the Exchange makes enquiries concerning unusual movements in the price or trading
volume of the issuer’s listed-securitiesstructured products, the possible development of a false
market in the seeuritiesstructured products, or any other matters, the issuer and/or guarantor
(if any) shall respond promptly as follows:

(1) provide to the Exchange and, if requested by the Exchange, announce, any information
relevant to the subject matter(s) of the enquiries which is available to the issuer and the
guarantor (if any); or

(2) if, and only if, the issuer and/or the guarantor (as the case may be), having made such
enquiry with respect to the issuer and/or the guarantor _(if any) as may be reasonable in
the circumstances, are not aware of any matter or development that is or may be relevant
to the unusual trading movement of its listed-securitiesstructured products, or information
necessary to avoid a false market, or any inside information which needs to be disclosed
under the Securities and Futures Ordinance, and if requested by the Exchange, make
an announcement containing a statement to that effect (see note 1 below).

Notes: 1. The form of the announcement referred to in paragraph 26(2) is as follows:

“This announcement is made at the request of The Stock Exchange of Hong
Kong Limited.

We have noted [the recent increases/decreases in the price [or trading
volume] of the structured products issued by the Gempanylssuer] or [We
refer to the subject matter of the Exchange’s enquiry]. Having made such
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enquiry with respect to the Issuer and/or Guarantor as is reasonable in the
circumstances, we confirm that we are not aware of [any reasons for such
increases/decreases] or of any information which must be announced to
avoid a false market in the Issuer’s structured products or of any inside
information that needs to be disclosed under Part XIVA of the Securities
and Futures Ordinance.”

The above statement may be given on a corporate basis.

2. The issuer and/or the guarantor_(if any) does not need to disclose inside
information under the Rules if disclosure of the information is exempted
under the Inside Information Provisions.

3. The Exchange reserves the right to direct a trading halt of the lssuers
securities—issuer’s _structured products if an announcement under
paragraph 26(1) or 26(2) cannot be made promptly.

Trading halt or trading suspension

27. Without prejudice to the Exchange’s ability to direct the halt, suspension and resumption of
trading in the issuer’s listed-securitiesstructured products, the issuer and/or the guarantor (if
any) must, as soon as reasonably practicable, apply for a trading halt or a trading suspension
in any of the following circumstances where an announcement cannot be made promptly:

(1) the issuer and/or the guarantor_(if any) has information which must be disclosed under
paragraph 1(1)(a) or 2 in this Appendix; or

(2) the issuer and/or the guarantor_(if any) reasonably believes that there is inside
information which must be disclosed under the Inside Information Provisions; or

(3) circumstances exist where the issuer and/or the guarantor_(if any) reasonably believes
or it is reasonably likely that confidentiality may have been lost in respect of inside
information which:

(a) is the subject of an application to the Securities and Futures Commission for
a waiver; or

(b) falls within any of the exceptions to the obligation to disclose inside information
under the Inside Information Provisions in section 307D(2) of the SFO.

Note: The issuer and/or the guarantor_(if any) does not need to disclose inside
information under the Rules if disclosure of the information is exempted under
the Inside Information Provisions.

27A. Inaddition to rules 6.02 t0 6.10 and 13.10A, and other relevant provisions of the Listing Rules,

where the securities or assets underlying structured products listed on the Exchange are
halted or suspended from trading for whatever reason on the market on which they are listed
or dealt in (including the Exchange), trading on the Exchange in structured products relating
to such securities or assets must also be halted or suspended.

27B. The Exchange shall, save in_exceptional circumstances, suspend from trading on the

Exchange structured products referencing baskets which have one or more of their
underlying securities suspended from trading in the market or exchanges on which such
suspended security or securities are listed and the value or aggregate value of such
suspended security or securities represents 30 per cent (“Specified Percentage”) or more of
the total value of all securities comprised in the basket, or such other Specified Percentage
as announced by the Exchange from time to time. The value of the suspended security or

l-53



27C.

securities shall be determined by reference to the price of such securities immediately prior
to their suspension on the market or exchanges in which they are listed.

Where an issuer is proposing to publish an announcement that involves a change in, or

28.

29.

relates to, or affects arrangements regarding trading in the issuer’s structured products
(including a suspension, halt or resumption of dealings), the change must be agreed in
advance with the Exchange. Such announcement must contain on the front cover or on the
top of the announcement a prominent and legible disclaimer statement as follows: —

“Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong
Limited take no responsibility for the contents of this announcement make no
representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any
part of the contents of this announcement.”

Stamp duty

For a new or novel structured product, the issuer may be required to establish whether stamp
duty is payable on trading on the Exchange of the proposed structured product.

Definitions
In this Appendix, unless the context otherwise requires:-

(1) “group” means the issuer, and any of the issuer’s holding companies, subsidiaries and
fellow subsidiaries and any associated companies of any of them;

(2) “issuer” means the issuer of the structured products:.

(3) [Repealed 1 July 2026] “listed-securities’means-such-structured-products-as-shall-be
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