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Standard Comments: To be addressed when replying to our first comment letter 

Name of Company
:


Name of Sponsor(s)
:


Date submitted
:



Proof no. of Prospectus
:


Please address the standard comments below when you reply to our first comment letter.  Your reply to standard comment 1.1 should be shown as “SC1.1”.
We will update the standard comments from time to time.  Please check the posting dates of the standard comments in the third column of this document to ensure that all standard comments posted from time to time are addressed.

	SC1.
	Eligibility Impact
	Last Updated
	

	1.1
	On 13 October 2010, the Listing Committee announced the Interim Guidance on Pre-IPO Investments (the “Interim Guidance”) available at: 

http://www.hkex.com.hk/eng/newsconsul/hkexnews/2010/101013news.htm.

 

If there is any pre-IPO investment in the Company which will result in the pre-IPO investors obtaining the Company’s shares not at IPO price, please disclose:

 

(a)            in table format, details of the pre-IPO investments including the name of each Pre-IPO Investor, date of investment, amount of considerations paid, payment date of the consideration, cost per Share paid by each Pre-IPO Investor and the respective discount to the IPO price, use of proceeds from the pre-IPO investment, shareholding in the Company held by each Pre-IPO Investor upon listing, etc.;
(b)            the beneficial owner and background of each of the pre-IPO investors and their relationship with the Group and/ or any connected persons of the Company;
(c)            basis of determining the consideration paid by each pre-IPO investor;
(d)            details of any special rights granted to the pre-IPO investors and whether all special rights will be discontinued upon the Company’s listing.  If not, how the Company could comply with Rule 2.03(4) and the principles in Listing Decision HKEx-LD36-1, HKEx-LD-55 series and HKEx-LD59 series;
(e)            whether the shares held by each pre-IPO investor will be subject to any lock-up after listing and, with basis, whether the shares held by the pre-IPO investors are considered as part of the public float for the purposes of Rule 8.08;
(f)             if the pre-IPO investment is in the form of share-based payments: 
(i)              the accounting treatment of the pre-IPO investments; 
(ii)            the basis of the reporting accountants’ view on the accounting treatment; and 
(iii)      a risk factor, if applicable, on the future impact on the Company’s profit and loss;
(g)            the sponsor’s confirmation, with basis, that the pre-IPO investments are in compliance with the Interim Guidance;  and
(h)            if the pre-IPO investments are considered to be not in compliance with the Interim Guidance, what actions will the Company take to rectify the situation, for example:

(i)         deferring the listing date; and
(ii)        whether shares offered to these pre-IPO investors will be amended to terms similar to those to cornerstone investors, e.g. the subscription price must be at the IPO price and no special rights are given to the investor by reason of his shareholding in the Company.

 
	13 May 11
	Pre-IPO Investments

	1.2
	A listing applicant and/ or its Directors/ senior management may fail to comply with certain rules and regulations relating to the applicant’s business operations.  If the non-compliance incidents are matters of a serious nature (for example, involving fraud or deceit by Directors or senior management and/ or matters with significant financial impacts on the applicant), this can translate into an issue of suitability of the Directors and/ or suitability for listing of the applicant.  Where it is considered that the material non-compliance incidents can be resolved by way of disclosure, we expect at least the following to be disclosed in the listing document:

(i) in tabular format in the “Business” section, full details of the non-compliance incidents including reason(s) for the non-compliance, the legal consequences and financial impacts including potential maximum penalties and other financial losses or savings (with support of legal opinion if applicable), whether provision has been made in the applicant’s financial statements and if not, reasons for not making provision, the identity and position of the Directors/ senior management involved in the non-compliance incidents, rectification actions taken/ to be taken, the latest status, and measures to prevent any future breaches and ensure on-going compliance;
(ii) if feasible, confirmations from appropriate competent authorities or government bodies on whether the penalties or other actions will be imposed on the applicant and corresponding risk factors, and legal opinions confirming the competence of authorities or government bodies issuing the confirmations;

(iii) where deficiencies in internal controls led to the non-compliance incidents, how and when these deficiencies were rectified, where external consultants are appointed to review and give advice on the applicant’s internal controls, the identity, qualification and experience of the external consultants, their scope of work, key findings and recommendations, implementation progress and status of the consultants’ recommendations and the results;
(iv) the identity and position of the Director or senior management who is responsible for the proper implementation of the internal control measures, who this person reports to, his/ her relevant experience and qualification, the views of the Directors and the sponsor(s), with basis, on whether the applicant’s enhanced internal control measures are adequate and effective under Rule 3A.15(5);
(v) where the Exchange accepts that certain non-compliance incidents cannot rectified before listing and that they will be rectified within a short period after listing, a statement that the applicant will disclose the progress of rectification in the interim/ annual reports and detailed explanation for any delay in rectification; and
(vi) the views of the sponsor(s) and the Board of Directors, having considered the facts and circumstances leading to the non-compliance incidents and/ or internal control deficiencies, on the suitability of the Directors under Rules 3.08, 3.09 and 8.15 and the applicant’s suitability for listing under Rule 8.04.
Depending on the facts and circumstances of each applicant and the seriousness of the non-compliance incidents, the Exchange may request a demonstration period of compliance from the cessation of the incident to substantiate that the rectification measures and enhanced internal control measures adopted are effective, and there is no financial impact on the applicant.  The demonstration period should be an audited period.

If the non-compliance incidents are matters of material nature, they should also be highlighted in the “Summary and Highlights” section of the applicant’s listing document. 

	4 Sep 12
	Non-
compliance

	SC2.
	Business
	

	2.1
	Rule 2.13 requires that (i) information contained in the listing document must be clearly presented and in the plain language format specified or recommended by the Exchange and/or the SFC from time to time; and (ii) the information contained in the document must be accurate and complete in all material respects and not be misleading or deceptive.  In addition, Rule 11.07 sets out an overriding general duty of disclosure for the content of a listing document. 

The Company should refer to HKEx Guidance Letter HKEx GL27-12 when preparing the “Summary and Highlights” section of the listing document. 


	8 Mar 12
	Summary section

	2.2
	Current conditions in the world, including significant declines in stock market values, fluctuations in exchange rates, the availability of credit in global lending markets, corporate failures and a general deterioration in economic confidence, political unrest, etc, may potentially have an adverse impact on the operations, financial performance, expectations of financial performance or financial condition of the Company and its subsidiaries and other operations.   Accordingly, please address:
 
(a) 
whether and the extent to which (if possible quantify) the Company’s assets / operations / business / profits / cashflow have been affected as a result, including but not limited to, impairment losses to assets / properties, the potential withdrawal of any banking facilities, early payment of outstanding loans required by banks, requests by banks to increase the amount of collateral for secured borrowings, cancellation of orders, bankruptcy or default on the part of any customers and/or suppliers, etc.; 
 
(b) 
whether there is any need to update the current disclosure and financials in the listing document, including but not limited to, the “Summary”, “Risk Factors”, “Business”, “Financial Information” sections and the Accountants’ Report etc. given your response to (a);
 
(c) 
where the Company has made investments in the form of securities in other companies or investments in the form of financial instruments, further to your response to (b), whether there is any need to make any specific disclosure on the value of the Company’s investments in the form of securities in other companies or investments in the form of financial instruments which has been affected as a result;
 
(d) 
given the high volatility in the prices of raw materials and commodities recently, whether information relating to market prices, market trends and other relevant statistics as currently disclosed in the listing document (e.g. the “Industry Overview” and “Business” sections)  is sufficiently up-to-date to enable investors to appraise the Company’s latest exposure to such volatility and the consequential risk(s) involved; 
 
(e) 
 what are the sponsors’ views on the Company’s compliance with Rule 8.21A, given your response to (a); and

  
(f)
whether there is any other matter in this connection which needs to be brought to our attention.
Please also include in the listing document commentary on any material developments occurring after the track record period and whether and how the Company’s business has been affected as a result and a negative confirmation from the directors that there is no material adverse change up to the date of the listing document.

	5 Jul 12
	Impact of recent economic 

conditions

	2.3
	If the Company’s business includes property development in the PRC, please address this comment.

The PRC laws and regulations contain restrictions regarding construction plans and development timeframe for land granted to property developers.  The Notice on Promoting Economization of Land Use issued by the State Council on 3 January 2008 further states the PRC Government’s strict enforcement policy regarding forfeiture of idle land rule.  In particular, an idle land fee equivalent to 20% of the land premium will be imposed if the construction is not commenced within one year, and the land may be subject to forfeiture if construction is not commenced within two years of entering into the land grant contract.  Even if the commencement of the land development complies with the land grant contract, the land will also be classified as idle land if the developed gross floor area is less than one-third of the total gross floor area of the project, or the expenditure is less than 25% of total investment, or suspension of development without government approval is more than one year.  
There are also press articles reporting that the PRC government has tightened the enforcement of the relevant regulations to property developers on forfeiture of idle land and land grant deposits resulting in some companies forfeiting their land and land grant deposits.  

Given the above and in respect of the Company’s land reserves, please disclose the following information in an appropriate section of the listing document: 
(a)
whether there is any impact to the Company given the tightened enforcement measures on property developers relating to regulations on forfeiture of idle land and/or land grant deposits; 

(b)
whether the Company has failed to comply with relevant PRC laws and regulations relating to the above, including breach of agreed development plans, payment obligations, construction timeframe or other terms under the land grant contracts which may lead to risks of forfeiture of idle land, land grant deposits or other penalty; 

(c)
the quantitative impact to the Company in relation to (a) and (b) above, where material; and 
(d)
whether there is any other matter which needs to be brought to our attention. 


	12 Oct 09
	Possible forfeiture of land and land deposits

	2.4 
	If the Company’s assets / operations / businesses are located in areas potentially affected by recent natural disasters, please address:

(a)
whether and the extent to which (if possible quantify) the Company’s assets / operations / businesses have been affected as a result of the natural disaster, including, but not limited to,  any loss of lives or injury; destruction of assets; or impact on supply of raw materials / operation of production process / sales of products, etc.;

(b) 
whether there is any need to update the current disclosure in the listing document, including, but not limited to, the “Summary”, “Risk Factors” and “Business” sections and the Technical Review Report etc. given your response to (a); 
(c) 
whether and the extent to which (if possible quantify) the Company is or will be subject to any potential claims from employees / suppliers / customers etc. as a result of any loss of lives or injury; breach of contract etc. and whether and the extent to which (if possible quantify) such claims are or will be covered by  insurance; and 

(d) 
whether there is any other matter which needs to be brought to our attention.


	7 Nov 11
	Companies Affected by Natural Disasters



	2.5
	If the Company’s business involves distributorship, franchising or consignment, please refer to HKEx Guidance Letter HKEx-GL36-12 for guidance on general disclosure in listing documents.  

	20 May 11
	Risk and disclosure of distributorship 

	2.6
	Paragraph 28(1)(b), Appendix 1a to the Rules  requires the listing document to disclose the percentage of turnover attributable to the largest customer.  Similar disclosure is required of the percentage of purchases attributable to the largest supplier. 

When disclosing the respective percentages, it must be clear whether the percentages relate to the whole track record period or only to a particular period.

	28 Oct 11
	Percentage of the largest customer/ supplier

	2.7
	Please see Annexure I for disclosure relating to framework agreements.


	28 Oct 11
	Framework agreements

	2.8
	For H share listing applicants, please ensure that the Company complies with all relevant withholding tax regulations following the repeal in January 2011 of the Circular on the Questions Concerning Tax on the Profits Earned by Enterprises with Foreign Investment, Foreign Enterprises and Individual Foreigners from the Transfer of Stocks (Stock Rights) and on Dividend Income (Guo Shui Fa [1993] No. 45) and the latest policy announced, including the letter from the Exchange published on 4 July 2011 titled "Tax arrangements on dividends paid to Hong Kong residents by Mainland companies" 
 (see: http://www.hkex.com.hk/eng/rulesreg/listrules/listletter/Documents/20110704.pdf).

	5 Jul 12
	PRC withholding tax

	2.9
	In respect of any properties with defective titles, please disclose:
(i) 
the reason(s) for the non-compliance, the usage of the defective properties, and the amount of maximum potential liabilities to the Company (in monetary terms);
(ii) 
the Directors’ view, with basis, on whether the properties with defective titles are individually or collectively crucial to the Company’s operation;

(iii) 
the estimated time and cost for relocation and/or demolishment, with basis, and how the possible relocation and/or demolishment would affect the Company’s business and financial position; and
(iv) 
the remedial actions taken or to be taken by the Company, whether there are any legal impediments to obtain the outstanding certificates/permits and when the Company expects to obtain them.
Please refer to our guidance available on our website at:   http://www.hkex.com.hk/eng/rulesreg/listrules/listguid/Documents/gl19-10.pdf

	5 Jul 12
	Defective title

	2.10
	For disclosure of any transfer of equity interests in the “History” section, please ensure only material transfers are included and, for such transfers, disclose:

(i) 
the amount and basis of consideration;

(ii) 
whether each of the transfers was properly and legally completed and settled;

(iii) 
the transferor/ transferee’s relationship with the Company, its shareholders or connected persons or the fact that they are independent third parties; and

(iv) 
the date of completion of the No. 75 Notice registration, if applicable.

	5 Jul 12
	History

	SC3.
	Financials
	

	3.1
	The Listing Rules require new applicants to include in the listing document, among other information, a statement of sufficiency of working capital.  Paragraph 32 of Appendix 1A to the Rules further requires the inclusion in a listing document certain information regarding a new applicant’s indebtedness, liquidity, financial resources and capital structure (the “Liquidity Disclosure”).

Your Liquidity Disclosure should be in accordance with the Guidance Letter dated 15 June 2012 available at HKEx Website at:- 

http://www.hkex.com.hk/eng/rulesreg/listrules/listguid/Documents/gl37-12.pdf

	5 Jul 12
	Liquidity disclosure

App 1A, 
para. 32

	3.2
	Please provide for our record a breakdown of expenses relating to the offering charged by the respective parties, e.g. lawyers, financial advisers, reporting accountants, underwriters, valuers, etc., the nature of services provided and the respective amounts involved.

	30 Jul 10
	Listing expenses

	3.3
	(a) Please provide in the financial information section the listing expenses incurred but not reflected in the track record period and any further cost to be incurred.  Where material, please include an appropriate statement in the prospectus on the potential impact in the Company’s next published profits and loss statement.
(b)
Other than those listing expenses which can be directly attributable to the issue of new shares and are required to be charged against equity under relevant accounting standards, all other listing expenses relating to services already performed should be charged to the income statement of the Company. Only listing expenses related to services yet to be rendered can be treated as prepayments.


	4 Sep 12
	Listing expenses

	3.4
	On 26 November 2010, the HKICPA issued HK Interpretation 5, “Presentation of Financial Statements – Classification by the Borrower of a Term Loan that Contain a Repayment on Demand Clause” (“Interpretation 5”).  It mainly concerns bank term loans that contain a repayment on demand clause.  In substance, the interpretation means that these term loans, which may have been classified as non-current liabilities in the past, will be required to be classified as current liabilities. This re-classification might lead to a breach of the terms of the borrowings in specific cases. Interpretation 5 had immediate effect. If a change in classification is required, it should be accounted for retrospectively in accordance with HKAS. 
In light of Interpretation 5, sponsors are required to make due enquiries with the Company to:
(a)     assess the impact of Interpretation 5 on the Company’s financial position or the terms of its  borrowings and confirm to us whether, in the opinion of the sponsors, the Company is still suitable for listing; and
(b)     consider whether any changes need to be made to the draft prospectus/ listing document and your confirmation of working capital sufficiency. 
	3 Dec 10
	HK Interpretation 5 issued by HKICPA

	3.5
	For listing applicants with net current liabilities and/or negative operating cash flows for most of the track record period and/or with significant capital commitments and/or high gearing ratios and/or significant reclassification of long-term debt to current debts  as at the latest year/period end, please disclose in the listing document:

(i) 
the basis, with specific reference to the applicant’s facts and circumstances, upon which the directors form the view that the listing applicant can meet the working capital requirements for at least the next 12 months from the date of the listing document under Rule 8.21A(1) and paragraph 36 of Appendix 1A to the Rules and, with basis, whether the sponsor(s) and the reporting accountants concur with the directors’ view. 
This should include, where material, the relevant stress tests on the key assumptions underlying the directors’ view (e.g. average selling prices, major operating costs, timing of recognising revenue from projects, availability of banking facilities, etc.);
(ii) 
in the “Financial Information” section, a detailed discussion of the management’s plans and expected source of funding, e.g. the availability of any undrawn banking facilities, to service the listing applicant’s indebtedness and capital commitments and to meet other known and reasonably foreseeable cash requirements; 
(iii) 
relevant details on the available facilities, including but not limited to whether these sources of funding are committed facilities without guarantee from parties outside the group (e.g. controlling shareholder); material restrictive covenants on these facilities without breaching these restrictive covenants based on its latest balance sheet position; and whether the recent global financial market volatility and credit tightening in the place where the applicant operates will affect its ability to obtain external financing going forward;
(iv) 
in the “Risk Factors” section a risk factor on the listing applicant’s net current liabilities and/or negative operating cash flow and/or high gearing ratios during the track record period; and 

(v) 
directors’ confirmation as to whether the applicant had material defaults in payment of trade and non-trade payables and bank borrowings, and/or breaches of the finance covenants (if any) during the track record period.

Where any of the above information is material, a summary of such information should also be in the “Summary” section.

	8 Mar 12
	Sufficiency of Working Capital

	3.6
	Where there are any post balance sheet events including share subdivision, share consolidation and declaration and payment of dividend, the sponsor and reporting accountants must ensure the information in the listing document is complete and accurate by confirming that proper adjustments and disclosure, if necessary, have been made in the listing documents and the accountants’ reports, including relevant financial indicators such as earnings per share. 

	18 Aug 11
	Post Balance Sheet Events

	3.7
	Please include in the “Financial Information” section of the prospectus a summary of the key financial ratios (as in Checklist CF061M) of the Company during the track record period and a management discussion on the material fluctuations of these ratios.  The information should be set out in table format for clarity.


	23 May 12
	Disclosure of financial ratios in table format

	3.8
	For mineral companies under Chapter 18 of the Rules, please disclose the expected time when a project under development becomes self-sufficient in working capital and funding, and the amount of additional funding required to reach that level of self-sufficiency.
	2 Jan 13
	Working capital sufficiency for mineral companies

	SC4.
	General Presentation
	

	4.1
	Please provide the date on which the Reporting Accountants were formally engaged to prepare the accountants’ report for the proposed new listing.  If there was a prior professional relationship between the Reporting Accountants or other members of their group and the Company or another entity which may affect the independence of the Reporting Accountants, please also advise the nature and extent of the relationship, together with the relevant date.

	31 Mar 09
	Reporting Accountants 

	4.2
	For issuer classification purposes, HKEx tracks, among other things, information regarding the location of an issuer’s headquarter.  This information is often requested by the investing public, media, potential issuers and government bodies (both Hong Kong and others).
Please disclose to us and/or in the “Corporate Information” section of the listing document under the heading “headquarter” the place where major business decisions of the Company are made. 

	5 Jul 12
	Classification 

of issuers 

	4.3
	Please disclose the relevant details of the compliance adviser in the “Corporate Information” section of the listing document. Material details of the contractual arrangements between the Company and the compliance adviser should also be set forth under a separate heading in an appropriate section of the listing document, such as “Directors, Senior Management and Staff”.  This information should be included in the listing document prior to the Listing Committee hearing.

	5 Jul 12
	Compliance Adviser 

MB Rule 3A.19 

	4.4
	Please disclose in tabular format the name age, appointment date, present position in the listing applicant, and brief roles and responsibilities of each Director and supervisor (if any),  and relationship among them (if any) in the front page of the “Directors, Senior Management and Staff” section of the listing document.

	14 Sep  12
	Summarised information of Directors and Supervisors


	4.5
	For each Director and senior management, please disclose in his biography:
(i)         his academic background (e.g. level of education, major of studies) and professional qualifications, including when (month and year) obtained and the granting authorities;

(ii)        his previous working experience relevant to his present position in the listing applicant (preferably in tabular format if information is excessive), including how he gained access to and possessed relevant industry knowledge and experience in relation to the applicant’s businesses, the names and principal business activities/ of  companies which he was previously engaged in before joining the applicant, his roles and responsibilities and period of services in the previous jobs; and 

(iii)        his current and past directorships in listed companies in the last three years (or an appropriate negative statement). 

	14 Sep 12
	Biographies of Directors and Senior Management
App 1A, 

para. 41

	4.6
	Director’s and senior management’s biography in the listing document usually contains  the names of universities or colleges which are accredited by accreditation bodies where those universities or colleges are located. 

If an individual’s academic recognition is disclosed in  the listing document, we expect sponsors to: 

(a)      check whether the accreditation bodies are authorised by competent authorities to grant accreditations. Otherwise, sponsors should advise the applicant to remove references to the academic bodies from the listing document or to disclose the fact that the accreditation bodies are not authorised to do so; and

(b)          ascertain whether the courses attended were long distance learning courses or online courses and if so,  specify it in the listing document .


	14 Sep 12
	Verification of accreditation of universities

App 1A, 
para. 41

	4.7
	This standard comment is now replaced by Guidance Letter HKEx-GL48-13 which provides guidance on disclosure in the “Industry Overview” section.

	31 Jan 2013
	Industry Overview; Research reports quoted in listing documents 



	4.8
	Where statements on the Company’s competitive strengths and market position are included in the listing document, please disclose the basis on which the statements are substantiated, with the support of appropriate independent market or operational data.


	5 Jul 12
	Market position

	4.9
	Please disclose material information about the Company’s environment obligations under law or other voluntarily adopted measures.  In particular, please disclose the following information in an appropriate section of the listing document:

(a) the annual cost of compliance with applicable rules and regulations during the track record period; and

(b) the expected cost of compliance going forward. 


	12 Oct 09
	Environmental Obligations 

	4.10
	This standard comment is now replaced by Guidance Letter HKEx-GL54-13 which provides guidance on disclosure in the “Risk Factors” section.

	3 May 13
	Risk disclosure

	4.11
	All references to an “independent party” or “independent third party” in the listing document must be with reference to the connected persons definition under the Listing Rules. 

For example, an independent (third) party means: 

“an individual or a company who is not connected with (within the meaning of the Listing Rules) any directors, chief executive or substantial shareholders of the applicant, its subsidiaries or any of their respective associates.”  

	28 Oct 11
	Independent third party

	4.12
	For descriptions of companies and entities included in the “Definitions” section, please specify their date and place of organisation, current ownership structure and relationship with the Company, its shareholders or connected persons or the fact that they are independent third parties.


	5 Jul 12
	Definitions

	Other
	

	
	Please refer to Form I.O for a list of administrative matters related to the Company’s listing application.


	5 Jul 12
	Administrative matters


Framework Agreements







  
Annexure I

Applicants sometimes include long description of “framework agreements” or “master agreements” in their listing documents which may give an impression that they have entered into a legally binding relationship with customers, suppliers or business partners. However, the risk factor section or other sections of the listing document disclose that these agreements are not legally binding.  Such presentation is potentially misleading as it requires the investors to read carefully into the legalistic disclaimer language in the risk factor section or other sections of the listing document to fully appraise the nature of these agreements. 
Sponsors are reminded to observe their obligations to ensure that the listing document contains information that is accurate and complete in all material respects and does not omit any material information.

Suggested guideline on disclosure: 

1.  The term “agreement” or “contract” is generally understood to mean that a legally binding relationship has been established between the parties with regard to the performance of certain conduct.  If this is not the case, these terms should be avoided so as not to confuse the readers with other terms like “memorandum of understanding”, “memorandum of co-operation” or “letter of intent” which are generally understood to be non-legally binding between the parties. 
2.  Where an agreement is entered between the parties, there must be clear description of the extent to which parties are bound (e.g. whether the agreement merely binds the parties to further negotiate the salient terms of the agreement, without promise of agreeing on any terms; or whether it creates commitments that one party may enforce against the other party). 

3.  There should be consistent description of the agreements or contracts entered into by the applicant and its business partners throughout the listing document. 
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