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(b) l8l only for new applicants (see paragraphs 147 to 152 of the Concept Paper) 

Please give reasons for your views below. 

We consider that WVR structures should only be allowed for new listing 
applicants, since potential investors would invest with awareness of the risks 
associated with the structure which would be disclosed in the proSPectus. 

Companies should not be allowed at post listing to changed their voting systems 
this obvious! handica s non-controlling shareholders. 

(c) only for: 

(i) companies from particular industries (e.g. infom1ation teclmology companies) 
(see paragraphs 155 to 162 of the Concept Paper), please specify below which 
industries and how we should define such companies; 

(ii) "innovative" companies (see paragraphs 163 to 164 of the Concept Paper), 
please specify how we should define such companies below; 

(d) only in "exceptional circwustances" as permitted by current Listing Rule 8.11 (see 
paragraph 81 of the Concept Paper) and, if so, please give examples below. 

If you wish, you can choose more than one of the options (b), (c) and (d) above to indicate 
that you prefer a particular combination of options. 

3. If a listed company has a dnal class share structure with unequal voting rights at general 
meetings, should the Exchange require any or all of the restrictions on such stmctures 
applied in the US (see the examples at paragraph 153 of the Concept Paper), or others in 
addition or in substitution? 

Please identify the restrictions and give reasons for your views below. 

The restrictions on WVR mentioned in the Concept Paper are measures voluntarily 
adopted by listed companies in the US to limit the rights attached to multiple vote 
shares with the aim of improving the shares' marketability. Our view is that the 
restrictions to be placed on WVR structures should be a matter for negotiation 
between the underwriters and investors. 

4. Should other WVR structures be permissible (see Chapter 5 of the Concept Paper for 
examples), and, if so, which ones and under what circwustances? 
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Please give reasons for your views below. In particular, how would you answer Question 2 
and Question 3 in relation to such restructures? 

We believe that other WVR structures delivering similar results should be permitted to 
list if the Listing Rules and co~porate governance requirements provide for structural 
transparency and sufficient risk disclosure. The minority shareholders in such companies 
should also be entitled to the same protections as minority shareholders in listed 
companies controlled by a single shareholder or a group of related shareholders. 

5. Do you believe changes to the CO!JlOrate governance and regulatory framework in Hong 
Kong are necessary to allow companies to use WVR structures (see paragraphs 67 to 74 
and Appendix V of the Concept Paper)? 

[R] No. 

If so, please specify these changes with reasons below. 

There should be a further consultation on detailed proposals once it has been decided 
that companies with WVR structures should be allowed to list. We note however that 
cormected transactions are already highly regulated under the Listing Rules, and that 
these should protect minority shareholders in a WVR structure from abuse by 
controlling shareholders. 

In particular, we do not consider that a class action regime and legal contingency fees 
should be preconditions to allowing the listing of WVR structures. Details of class 
actions and contingency fee arrangements which are available in the United States are 
given in the Concept Paper and this might give the impression that the current 
prohibition on WVR listings is somehow justified by Hong Kong's lack of a class 
action regime and arrangements for payment of legal fees on a contingency basis. 

It seems that company shareholders carmot bring a class action suit in the United 
States to obtain redress for the type of co~porate governance issues which are most 
likely to arise in the case of companies with WVR structures, which are likely to 
involve breach of directors' fiduciary duties such as failuTe to act in the best interests 
of the shareholders as a whole or conflict situations. This is because the shareholders 
do not have a direct claim against the wrongdoers (e.g. the company directors) 
because the harm done to them is incidental to the harm done directly to the company. 

In the United States, the appropriate. type of shareholder action where company 
directors breach their fiduciary duties, is a derivative action, not a class action. This 
allows one or more shareholders to bring a derivative action on behalf of the company 
against the directors, but any remedy will be granted to the company, so that minority 
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shareholders benefit only indirectly by virtue of any increase in the company's share 
price. Hong Kong legislation already allows dedvative actions. Thus it does not 
appear that a class action regime needs to be established in Hong Kong before WVR 
structures are allowed to list. 

The SFC in Hong Kong is often times impotent and always inefficient, investors are 
increasingly aware of the hypocrisy that its claims as a mandate. The failure of our 
regulator will bring about more derivative actions and \vill drain Institutional funds 
seeking a more robust infrastructure. 

6. Do you have any comments or suggestions regarding th.e additional matters discussed in 
paragraphs 33 to 47 of the Concept Paper: 

(a) Using GEM, a separate board, or a professional board to list companies with WVR 
structures (paragraphs 33 to 41 of the Concept Paper); and 

We are in favour of allowing such companies to list either on the Main Board or 
on GEM, provided that if a company has a WVR structure, this is made obvious 
to potential investors. 

(b) The prospect of overseas companies seeking to list for the first time on the Exchange 
with a WVR structure or seeking a further pdmazy or secondary listing here (see 
paragraphs 44 to 47 of the Concept Paper)? 

7. Do you have any other comments or suggestions regarding WVR structures? 
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