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DEFINITIONS

TERM

DEFINITION

“2017
Statement”

Joint

Joint statement issued by the SFC and Exchange on the price
volatility of stocks listed on GEM, in conjunction with the SFC
Guideline, on 20 January 2017

“4-5-6 Rule”

China Securities Regulatory Commission’s rule issued in July 1999
which required enterprises to have RMB400 million of net assets,
raise US$50 million of funds, and have an after-tax profit of not less
than RMB60 million before they could apply for listing on overseas
main boards, including the Main Board. This rule was relaxed in
2013 following the signing of Supplement 1X to the Closer Economic
Partnership Arrangement between the Government of the Hong
Kong Special Administrative Region and the Central People’s
Government of the People’s Republic of China

“AIM”

Alternative Investment Market, under the London Stock Exchange,
for early stage, venture capital and more established companies,
where nominated advisers or “Nomads”, are gatekeepers, advisers
and regulators of issuers

“ASX”

Australian Stock Exchange

“Cashflow
Requirement”

The minimum amount (HK$20 million) of aggregate operating cash
flow before changes in working capital that a GEM applicant is
required under GEM Listing Rule 11.12A(1) to have over the two
financial years immediately preceding the issue of its listing
document

“Catalist” A sponsor-supervised listing platform, under the SGX, modelled on
AIM where sponsors are qualified professional companies
experienced in corporate finance and compliance advisory work and
are the “front line” regulator of issuers

“ChiNext” A Nasdag-style board, under the Shenzhen Stock Exchange, for

small Chinese companies which may not meet the listing criteria of
the main market

“Consultation
Paper”

HKEX consultation paper “Review of the Growth Enterprise Market
(GEM) and Changes to the GEM and Main Board Listing Rules”
(June 2017)

“‘Delegated The authority delegated to the Listing Department by the Listing

Authority” Committee to approve or reject GEM listing applications as from 1
July 2008

“Delisting Notice issued by the Exchange to a GEM issuer indicating a period

Notice” usually of six months whereby the issuer is required to remedy, or

submit to the Exchange proposals to remedy the matters which
otherwise may lead to the Exchange exercising its right to cancel the
listing of the issuer’s shares on GEM under GEM Listing Rule 9.15




TERM

DEFINITION

“Eligible
Issuers”

All issuers listed on GEM and all GEM applicants who have
submitted a valid listing application for listing on GEM (and
successfully listed on GEM subsequently with only one refreshed
application permitted) on or prior to 16 June 2017

‘Exchange” or
“SEHK”

The Stock Exchange of Hong Kong Limited, a wholly owned
subsidiary of HKEX

“‘FCA” Financial Conduct Authority, a financial regulatory body in the United
Kingdom

“‘GEM” Growth Enterprise Market of the SEHK

“‘GEM Streamlined process introduced on 1 July 2008 where GEM issuers

Streamlined can transfer to the Main Board if they meet the Main Board

Process” admission requirements, without the need to appoint a sponsor and
to issue a listing document

“‘GEM Transfer of a GEM listing to the Main Board

Transfer”

‘HKEX” Hong Kong Exchanges and Clearing Limited, the operator of the
securities market and futures market in Hong Kong through SEHK

‘HKEX-GL68- | Guidance Letter HKEX-GL68-13A “Guidance on IPO vetting and

13A” suitability for listing” published on 3 June 2016

‘HKEX-GL85- | Guidance Letter HKEX-GL85-16 “Placing to connected clients, and

16" existing shareholders or their close associates, under the Rules”
published on 22 January 2016

“IPO” Initial public offering

“Listing A committee of the SEHK board of directors that exercises all the

Committee” powers and functions of the board in relation to listing matters

“Listing Rules” | Rules governing the listing of securities on the SEHK, and include
both GEM and the Main Board rules unless otherwise stated

“Main Board” Main board of the SEHK

“Mothers” A stock market under the TSE for high-growth and emerging
companies

“Nasdaq One of the tiers in Nasdag Stock Market, a stock market in the

Global Select | United States that has three tiers - Nasdaq Global Select Market,

Market” Nasdaqg Global Market and NasdagqCX

“NasdaqCX” | Nasdaq Capital Market, the lowest tier stock market in Nasdaq

‘NYSE” New York Stock Exchange

“P/E ratio” Price-to-earnings ratio

“Profit Minimum profit requirement under the Main Board Listing Rule

Requirement”

8.05(1)(a), i.e. profit of at least HK$20 million in the most recent
financial year and aggregate profit of at least HK$30 million in the




TERM DEFINITION
two preceding financial years of a listing applicant’s three year
trading period immediately preceding the issue of the listing
document

‘Rule 15 February 2018, on which the proposed amendments to the Main

Amendment Board and GEM Listing Rules in this consultation conclusions paper

Effective Date” | comes into force

“‘SEHK” or | The Stock Exchange of Hong Kong Limited, a wholly owned

“Exchange” subsidiary of HKEX

“Selected A total of 121 newly listed GEM issuers from 2013 to 2016

GEM lssuers”

“Selected Six overseas junior exchanges comprising AIM, Catalist, ChiNext,

Overseas Mothers, NasdaqCX and TSX Venture. These junior exchanges are

Junior selected for comparison with GEM as they cover a reasonable

Exchanges” portion of the global growth company landscape spanning the Asia-
Pacific, European and Americas regions

“Selected Six overseas main markets comprising ASX, FCA, Nasdaq Global

Overseas Main | Select Market, NYSE, SGX and SSE which represent some of the

Markets” most successful overseas markets. The FCA is selected because it,
rather than the exchange, sets the minimum financial eligibility
requirements for admission to a listed securities market

“SFC” Securities and Futures Commission, an independent statutory body
which regulates Hong Kong’s securities and futures markets

“SFC A guideline issued by the SFC, in conjunction with the 2017 Joint

Guideline” Statement, regarding the standard of conduct that is expected of
sponsors, underwriters and placing agents involved in the listing and
placing of GEM IPO stocks (20 January 2017)

“SGX” Singapore Stock Exchange

“Small Cap MB | A total of 82 newly listed Main Board issuers (excluding GEM

Issuers” Transfers) from 2013 to 2016 which had a market capitalisation in
the lowest quartile (25%) of the Main Board at listing

“SSE” Shanghai Stock Exchange

“Transitional Period of three years from the Rule Amendment Effective Date

Period”

“TSE” Tokyo Stock Exchange

“TSX” Toronto Stock Exchange

“TSX Venture” | A venture board under the TSX with two tiers (Tier 1 and Tier 2)




EXECUTIVE SUMMARY

This paper presents the results of the consultation conducted by SEHK on proposed reform to
GEM and changes to the GEM and Main Board Listing Rules. It also sets out the reforms that
will be implemented to the Main Board and GEM Listing Rules.

We received a total of 100 responses from professional bodies, market practitioners, issuers,
industry associations, other entities and individuals. These responses were broadly in favour
of the proposals in the Consultation Paper, with some reservations expressed over the
proposals to (a) re-position GEM as a stand-alone board; (b) increase the Main Board’'s
minimum market capitalisation requirement to HK$500 million (and correspondingly the
minimum public float value of securities to HK$125 million); and (c) to consider the proposals
for the Main Board and GEM independently.

After considering each respondent’'s view and opinion carefully, we will implement
substantially all the proposals outlined in the Consultation Paper, with the exception of the
proposals regarding (a) the track record period requirement prior to a GEM Transfer; and (b)
extending the post-IPO lock up period for controlling shareholders of the Main Board listing
applicants.

Please see Appendix | for a summary of the conclusions on the proposals and Appendix Il for
a summary result of our quantitative analysis of the responses. The amended GEM Listing
Rules and Main Board Listing Rules (including consequential changes) are set out in
Appendices Il and 1V respectively. Appendix V contains the list of respondents.

The Rules amendments will take effect from 15 February 2018. All listing applications
received by the Exchange prior to the Rule Amendment Effective Date will be processed in
accordance with the GEM or Main Board Listing Rules in force, as the case may be, with only
one renewal of such application permitted thereafter. Applications received on or after the
Rule Amendment Effective Date will be processed in accordance with the amended GEM or
Main Board Listing Rules, as the case may be.

Eligible Issuers will be allowed to transfer their listings to the Main Board under the transitional
arrangements described in paragraphs 144 to 146 in Chapter 4.

The transitional arrangements are set out in Chapter 4 of this paper. These transitional
arrangements are for new listing applications and transfer applications, and will not affect
continuing obligations and other aspects of the Main Board and GEM Listing Rules.

1

We proposed that all GEM transfer applicants to have published and distributed at least two full financial years of
financial statements after their GEM listings and to have not been subject to any disciplinary investigations by the
Exchange in relation to a serious breach or potentially serious breach of any Listing Rules for 24 months before they
can be considered for a GEM Transfer.



CHAPTER 1: INTRODUCTION

Background

8.

On 16 June 2017, the Exchange published the Consultation Paper which set out a number of
proposed changes to the GEM and Main Board Listing Rules.

In the Consultation Paper, we sought the market's views on our proposals under four key
areas:

(@)

(b)

(c)

(d)

GEM’s position as a stepping stone to the Main Board: we proposed to reform GEM
by re-positioning it as a stand-alone board and remove the GEM Streamlined Process in
view of the limited success of GEM’s “stepping stone” positioning, among other
concerns. This proposal would result in GEM Transfer applicants, in addition to meeting
the Main Board eligibility requirements, to appoint a sponsor and produce a “prospectus-
standard” listing document.

We also requested views on our proposal to require GEM Transfer applicants to have (i)
published and distributed at least two full financial years of financial statements after
their GEM listings; and (ii) not been subject to any disciplinary investigation by the
Exchange in relation to a serious breach or potentially serious breach of any Listing
Rules for 24 months before they can be considered for a GEM Transfer.

GEM admission requirements: we proposed to retain GEM’s current track record
requirement (i.e. two financial years) and the current practice of not requiring a GEM
applicant that can meet the Main Board admission requirements to list on the Main
Board instead of GEM.

We also proposed to enhance GEM’s admission requirements by increasing (i) the
Cashflow Requirement from at least HK$20 million to at least HK$30 million; (ii) the
minimum market capitalisation requirement from HK$100 million to HK$150 million; and
(iii) the post-IPO lock-up requirement on controlling shareholders from one year to two
years.

Open market requirements: we proposed to (i) introduce a mandatory public offering
mechanism of at least 10% of the total offer size for all GEM IPQOs; (ii) align the GEM
Listing Rules on (1) placing to core connected persons, connected clients and existing
shareholders, and their respective close associates and (2) allocation of offer shares
between the public and placing tranches and the clawback mechanism with the relevant
requirements under the Main Board Listing Rules; and (iii) increase GEM’s minimum
public float value of securities from HK$30 million to HK$45 million.

Main Board requirements: we proposed to retain the Profit Requirement as one of the
tests in determining an applicant’s eligibility to list on the Main Board and to retain the
current level of profit under the Profit Requirement.

We proposed to enhance the Main Board Rules by increasing (i) the minimum market
capitalisation requirement from HK$200 million to HK$500 million; and (ii) the minimum
public float value of securities proportionately from HK$50 million to HK$125 million
(25% of HK$500 million). We also sought views on whether it is appropriate to extend
the post-IPO lock-up requirement on controlling shareholders from one year to two years
given the concerns expressed in HKEX-GL68-13A may not apply to a large part of the
Main Board given the larger size of its listing applicants and our proposal to raise the


http://www.hkex.com.hk/eng/newsconsul/mktconsul/Documents/cp2017062.pdf

minimum market capitalisation requirement. Finally, we also proposed to consider the
Main Board proposals independently irrespective of the outcome of the GEM proposals.

10. The consultation period ended on 18 August 2017.

11. This paper should be read in conjunction with the Consultation Paper, which is posted on the
HKEX website at:

http://www.hkex.com.hk/eng/newsconsul/mktconsul/Documents/cp2017062.pdf

Number of responses and nature of respondents

12. We received 100 responses from a broad range of respondents, with four responses
submitted after the close of the consultation period:

Table 1: Number and percentage of response by respondent category

CATEGORY NUMBER OF PERCENTAGE
RESPONSES
INSTITUTIONS
Market Practitioners: 31 31%
Investment Managers 4 4%
Sponsor Firms / Banks 13 13%
Accountancy Firms 7 7%
Law Firms 7 7%
Professional Bodies 18 18%
Listed Companies 10 10%
HKEX Participants 7 7%
Political Bodies 3 3%
None of the above 9 9%
INDIVIDUALS

HKEX Participant Staff 2 2%
Investment Management 1 1%
Staff
Corporate Finance Staff 4 4%
Retail Investors 1 1%
Listed Company Staff 4 4%
Accountant 1 1%
Lawyers 5 5%
None of the above 4 4%

TOTAL 100 100%

13. We received support from a majority of the respondents for most of our proposals, with some
recommendations. Chapter 2 summarises the major comments and our responses.


http://www.hkex.com.hk/eng/newsconsul/mktconsul/Documents/cp2017062.pdf

14.

15.

16.

All responses are available on the HKEX website at http://www.hkex.com.hk/News/Market-
Consultations/2016-to-Present/Responses December 2017?sc _lang=en

Appendix V contains a list of the respondents.

The amendments to the GEM and Main Board Listing Rules are available on the HKEX
website at:

http://en-rules.hkex.com.hk/en/display/display main.html?rbid=4476&element id=49 (Update
No.54) and

http://en-rules.hkex.com.hk/en/display/display main.html?rbid=4476&element id=2 (Update
No. 118).

The Listing Rules have been approved by the Board of the Exchange and Board of the SFC,
and will become effective on 15 February 2018.

We would like to thank all those who have shared their views with us during the consultation
process.


http://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/Responses_December_2017?sc_lang=en
http://www.hkex.com.hk/News/Market-Consultations/2016-to-Present/Responses_December_2017?sc_lang=en
http://en-rules.hkex.com.hk/en/display/display_main.html?rbid=4476&element_id=49
http://en-rules.hkex.com.hk/en/display/display_main.html?rbid=4476&element_id=2

CHAPTER 2: PROPOSALS ADOPTED AND DISCUSSION ON

SPECIFIC RESPONSES

17.

In this chapter we set out the reform proposals and provide a quantitative and qualitative
analysis of the responses to each proposal in the Consultation Paper, including some specific
comments received which may be of interest to the market, and our views in respect of them.
We then set out our decision whether to adopt (with or without modifications) each of the
proposals, as the case may be. Please see Appendix | for a summary of the conclusions, and
Appendix Il for a summary result of quantitative analysis of responses in purely numerical
terms.

A. GEM’s position as a stepping stone to the Main Board (Questions 1 and 2)

18.

Question 1: Do you agree with the proposal to re-position GEM as a stand-alone board and
hence remove the GEM Streamlined Process for GEM Transfers and re-introduce the
requirements to (a) appoint a sponsor to conduct due diligence for GEM Transfers; and (b)
publish a “prospectus-standard” listing document such that GEM Transfer applications are
treated as a new listing application (without requiring the applicant to conduct an offering)?

19.

20.

21.

Comments received

The market’s views on this proposal were diverse with 50% of the respondents supported the
proposal and 41% opposed. The remaining 9% did not indicate a view.

Below is a summary of arguments in favour of the proposal:

() When GEM was established in 1998, it was not intended to be a “stepping stone” to the
Main Board. After GEM was re-positioned in 2008, its lower admission requirement and
optional placing-only offering mechanism together with the GEM Streamlined Process
were exploited by certain poor quality companies to circumvent the more stringent
admission requirements of the Main Board, which has impacted the overall quality of the
Hong Kong market and caused GEM to become an inferior listing platform.

(b) GEM’s “stepping stone” positioning has achieved limited success and the GEM
Streamlined Process does not provide sufficient shareholder protection. Appropriate
due diligence and full disclosure will help improve the quality and performance of the
GEM Transfer applicants and hence preserve the quality of the Main Board, enhance
safeguards for investors and prevent the creation of potential shell companies.

Below is a summary of arguments against the proposal:

(@) GEM issuers have gone through the same due diligence process as Main Board issuers
when they applied to list on GEM. They are subject to stringent ongoing listing
requirements and delisting mechanism under the GEM Listing Rules. It will be unduly
onerous to require GEM Transfer applicants to be subjected to the same requirements
as a new Main Board listing applicant upon transfer. It is also unfair to change the
requirements for existing GEM issuers or companies preparing to list on GEM that have
the expectation of transferring to the Main Board under the GEM Streamlined Process.

(b) The Exchange’s proposals to increase GEM’s admission requirements e.g. to increase
in the Cashflow Requirement, minimum market capitalisation and public float value of
securities, if adopted, will address GEM’s current issues and it will then not be




22.

23.

24.

25.

26.

27.

28.

necessary to re-position GEM as a stand-alone board and remove the GEM Streamlined
Process.

(c) The GEM Streamlined Process is a key attractive feature of GEM and an integral part of
GEM'’s success. Removing this process will substantially increase the cost of GEM
Transfers and devalue GEM as a market to nurture and grow small to mid-sized
companies, which will in turn reduce the attractiveness of GEM and stunt the growth of
guality GEM issuers.

Some of the respondents proposed the following modifications:

(@) More stringent disclosure requirements should be adopted for announcements to be
published by GEM Transfer applicants on transfer and the requirement to appoint a
sponsor and to publish a listing document should be imposed only on applicants that
have had a material change in their principal business and/or controlling shareholders
since GEM listing. Alternatively, for GEM Transfer applicants that did not have such
changes, a sponsor should only assess the information in relation to the material
changes since the applicant’s listing on GEM and a simplified listing document should
be allowed for this purpose.

(b) Certain information in the listing document could be waived or allowed to be
incorporated by reference, e.g. the accountants' report and biographical details of
directors and senior management.

One respondent stated that the proposed market structure, i.e. re-positioning of GEM as a
stand-alone board, together with the HKEX proposals on the New Board may ultimately result
in four unconnected markets in Hong Kong, which will lead to segregation of investors and will
greatly affect the liquidity of each board.

One respondent suggested the Exchange consider matters consequential to the re-positioning
of GEM as a “stand-alone” board. For example, if the “stepping stone” is removed, a GEM
issuer will have to delist from GEM and apply as a new Main Board issuer, would not be
permitted to issue new shares for six months after listing on the Main Board and would be
subject to a post-lock up requirement unless waivers are granted.

One respondent indicated that GEM should (a) adopt an accelerated delisting mechanism;
and (b) have its reporting requirements (on frequency of reporting and reporting on
environment, social and governance) aligned with those of the Main Board.

Our responses and conclusion

GEM was re-positioned as a “stepping stone” to the Main Board in 2008 to provide a channel
for smaller companies that had grown and developed in size and maturity while on GEM to list
more easily on the Main Board. It was also meant to provide a route to listing on the Main
Board for H-share companies that could not meet the 4-5-6 Rule set by the Mainland
authorities.

In recent years, we have found issues more commonly among GEM issuers than MB issuers,
including high shareholding concentration, illiquidity and high volatility which led to concerns
that GEM’s lower admission requirements together with the GEM Streamlined Process are
being exploited by poorer quality companies to gain easy access to the Main Board via GEM.

Our Consultation Paper set out the reasons why we believed that the “stepping stone” had
achieved limited success. These were that:

10



29.

30.

31.

32.

(@) although the number of GEM issuers has increased from 189 as of 1 July 2008 to 260
as of 31 December 2016 (involving 158 new GEM listings), only one H-share company
has listed on GEM in 2015 since the changes in the GEM Rules in 2008 and up to 31
December 2016,

(b) since the changes in the GEM Rules in 2008 and up to 31 December 2016, the number
of GEM Transfers per annum has not exceeded the 14 transfers that were completed in
the second half of 2008 immediately after the implementation of the GEM Streamlined
Process® and

(c) the total number of GEM Transfers compared to the total number of GEM issuers
eligible for a GEM Transfer, decreased from 7.2% in second half 2008 to 2.7% in 2016".

We therefore questioned whether the GEM Streamlined Process still serves its intended
purpose and is in line with other regulatory developments.

Also, it can be argued that the GEM Streamlined Process is contrary to the objective of the
sponsor regime implemented in October 2013 which is to ensure companies seeking a listing
either on the Main Board or GEM have comprehensive due diligence conducted on them with
a properly drafted listing document prior to admission to the relevant board. If an issuer can
list on the Main Board through a GEM Transfer without having gone through this due diligence
process, there is a risk of regulatory arbitrage which may affect the quality and reputation of
the Hong Kong market given the different eligibility criteria between the two boards.

Besides increasing GEM’s admission requirements to improve the quality of GEM issuers, it is
also important that we preserve the quality of issuers listed on the Main Board and also its
distinctiveness and position as a market for companies that can meet Hong Kong’s highest
market standards. Requiring sponsor due diligence for GEM Transfers is a means to uphold
the quality of issuers listing on the Main Board.

Having considered all the responses on this issue, we maintain the view that removing the
GEM Streamlined Process will help improve the overall standard of our market. This should
contribute to the success of both the Main Board and GEM in the long term. We will therefore
implement our proposal to re-position GEM as a stand-alone board. This will mean that GEM
Transfer applicants (which do not fall under the transitional arrangements described in
Chapter 4) will be required to appoint a sponsor to conduct due diligence and publish a listing
document to list on the Main Board.

In light of some respondents’ feedback that the removal of the GEM Streamlined Process
would be unduly onerous and there were suggestions for the Exchange to consider some
measures after the GEM Streamlined Process is removed, we have decided to provide certain
facilitating measures for GEM Transfer applicants for the new process. These include
dispensation with certain documentary requirements®; exemptions from the requirements on
post-IPO lock-up®, restriction on fund raising” and appointment of compliance adviser.

a A W N

For the eight months ended August 2017 there were 51 new GEM listings of which two are H-share issuers.

For the eight months ended August 2017 there were six GEM Transfers to the Main Board.

For the eight months ended August 2017 the percentage was 2.5%.

These documents are the certified copy of the GEM Transfer applicant’s certificate of incorporation or equivalent
document (Main Board Rule 9.11(17a)) and a copy of the written notification issued by Hong Kong Securities Clearing
Company Limited stating the securities will be eligible securities (Main Board Rule 9.11(30)).

Provided that any plan by the controlling shareholders of the issuer to dispose of their interests in the issuer in the next
12 months has been prominently disclosed in the listing document.

11



Furthermore, GEM Transfer applicants are not required to comply with the GEM delisting
procedures under Chapter 9 of the GEM Listing Rules before they apply to list on the Main
Board.

33.

Question 2: Do you agree with the proposal to require all GEM Transfer applicants to have (i)
published and distributed at least two full financial years of financial statements after their
GEM listings; and (ii) not been subject to any disciplinary investigations by the Exchange in
relation to a serious breach or potentially serious breach of any Listing Rules for 24 months
before they can be considered for a GEM Transfer?

34.

35.

36.

37.

38.

39.

Comments received

59% of the respondents supported the proposal and 21% opposed. The remaining 20% did
not indicate a view.

We note that among the 76 respondents who indicated their views for proposals in questions
1 and 2, 36% only supported one of the two proposals, and not both. Some of these
respondents commented that these two proposals are mutually exclusive because if the GEM
Streamlined Process is removed, GEM Transfer applicants should not be subject to a longer
waiting period since they will be required to appoint a sponsor and publish a listing document
like Main Board listing applicants. The longer waiting period should only be required if GEM
remains as a “stepping stone” to the Main Board.

Several respondents stated that the proposal in question 2 amounts to unfair treatment given
a GEM issuer will effectively be required to have a four-year track record (that is, comprising
the two-year track record requirement for a GEM listing under the current GEM Listing Rules
and the proposed two full financial years after GEM listing) before it can apply for a GEM
Transfer. This will result in a more onerous requirement than the three-year track record
requirement for Main Board listing applicants.

Several respondents disagreed with the condition that a potential GEM Transfer applicant
must not have been “subject to any disciplinary investigations by the Exchange in relation to a
serious breach or potentially serious breach of any Listing Rules.” This is because
investigations are non-conclusive and an applicant should not be considered to have been in
breach until such investigations have concluded.

Our responses and conclusion

Given our conclusion to re-position GEM as a stand-alone board, all GEM Transfer applicants
will be vetted as new Main Board listing applicants. We agree that if this proposal was
adopted, it would result in the track record requirement for GEM Transfer applicants being
longer, and thus more onerous, than the equivalent Main Board requirement.

Given our analysis above and views expressed by some respondents, we will not adopt this
proposal and will retain the existing requirement that all GEM Transfer applicants must have (i)
published and distributed at least one full financial year of financial statements after their GEM
listings; and (ii) not been subject to any disciplinary investigations by the Exchange in relation
to a serious breach or potentially serious breach of any Listing Rules for 12 months before
they can be considered for a GEM Transfer.

7

Provided that any plan to raise funds within six months from the date of the transfer of the issuer’s listing to the Main
Board has been prominently disclosed in the listing document.

12




40.

We continue to believe that disciplinary investigations for any serious breach or potentially
serious breach of any Listing Rules are pertinent to the assessment of their suitability to be
considered for a GEM Transfer.

GEM ADMISSION REQUIREMENTS (Questions 3 to 7)

41.

Question 3: Do you agree with the proposal to retain the current track record requirement
under the GEM Listing Rules (i.e. two financial years)?

42.

43.

44,

Comments received

76% of the respondents supported the proposal and 1% opposed. The remaining 23% did not
indicate a view.

Some respondents stated that GEM’s current track record requirement is an appropriate time
period to assess the quality of GEM listing applicants and any increase will result in GEM
having the same or a more stringent requirement than the Main Board.

Our responses and conclusion

In light of market support, we will retain the current track record requirement.

45,

Question 4: Do you agree with the proposal to retain the current practice of not requiring a
GEM applicant that can meet the Main Board admission requirements to list on the Main
Board instead of GEM?

46.

47.

48.

49.

50.

Comments received

66% of the respondents supported the proposal and 11% did not. The remaining 23% did not
indicate a view.

Some respondents stated that the venue of listing is purely a commercial decision of a listing
applicant. Also it would be necessary for GEM applicants and their sponsors to prepare at
least three years of audited financial statements in order to demonstrate whether the applicant
is eligible for a Main Board listing. This would be unduly onerous. One respondent also
commented that the re-positioning of GEM will remove the concern of potential abuse of
regulatory arbitrage and so there will be lesser incentive for companies to seek for listing on
GEM as a “short-cut” to list on the Main Board.

A few respondents considered that companies that are qualified to list on the Main Board must
apply for a Main Board listing in order to (a) prevent any potential abuse of GEM's lower
admission requirements; and (b) provide a clear distinction between the companies listed on
the two boards.

Some respondents suggested that the Exchange should (a) follow up on a GEM applicant
when there is indication in its GEM listing application that the applicant could potentially list on
the Main Board; and (b) reserve the right to reject the GEM listing application of such
companies to prevent any potential abuse of GEM’s lower admission requirements.

Our responses and conclusion
We agree that when GEM is re-positioned as a stand-alone board and the GEM Streamlined

Process is removed, together with the other proposals to be adopted, for example, mandatory
public offering (see paragraph 75), any concerns on potential attempts to capitalise on

13




51.

regulatory arbitrage between GEM and the Main Board will be minimised. It will then be
unlikely that companies which are qualified to list on the Main Board will apply for a listing on
GEM.

In light of market support, we will retain the current practice and as stated in the Consultation
Paper, we will continue to require GEM applicants to justify their decisions to list on GEM
instead of the Main Board when there is indication in their GEM listing applications that the
applicants could potentially list on the Main Board.

52.

Question 5: Do you agree with the proposal to increase the Cashflow Requirement from at
least HK$20 million to at least HK$30 million?

53.

54.

55.

56.

57.

58.

59.

Comments received

52% of the respondents supported the proposal and 24% opposed. The remaining 24% did
not indicate a view.

Many respondents stated that GEM’s admission requirements should be increased to improve
the quality of GEM issuers and promote investors’ confidence. Some proposed that the
Cashflow Requirement should be increased further with one respondent suggesting a HK$50
million requirement.

Some respondents were concerned that genuine potential growth companies would be
deterred from listing on GEM if its admission requirements (including the Cashflow
Requirement) were to be increased together with the removal of the GEM Streamlined
Process. They also stated that GEM’s financial requirement is already high when compared
to the Selected Overseas Junior Exchanges.

One respondent stated that the problems faced by GEM issuers are not related to their size
but, instead, to the conduct of their controlling shareholders and connected parties. The
respondent believed that the proposal, if adopted, would not necessarily improve the quality of
GEM as some quality companies struggle to generate surplus cash.

Our responses and conclusion

The current Cashflow Requirement was introduced almost nine years ago and, as explained
in the Consultation Paper, a majority of the Selected GEM Issuers would have been able to
meet a Cashflow Requirement of HK$30 million. Further, GEM has not been a board for
emerging companies or new start-up businesses since July 2008 when it was re-positioned as
a “stepping stone” to the Main Board. We therefore believe that the incremental nature of the
proposed increase the Cashflow Requirement should not reduce GEM'’s attractiveness for
small to mid-sized companies.

Although some companies may decide not to list on GEM as a result of higher admission
requirements compared to other overseas exchanges, we believe it is more important to
improve the overall standard and quality of companies seeking to list on GEM by attracting
companies with stronger cashflow performance.

In light of the above, we will adopt the proposal.

60.

Question 6: Do you agree with the proposal to increase the minimum market capitalisation
requirement at listing from HK$100 million to HK$150 million?
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61.

62.

63.

64.

65.

66.

Comments received

60% of the respondents supported the proposal and 19% opposed it. The remaining 21% did
not indicate a view.

We note that 98% of respondents that supported increasing the Cashflow Requirement also
supported this proposal as they thought both proposals would improve the quality of GEM and
promote investor confidence.

One supporting respondent stated that, since GEM does not have any profit requirement, the
minimum market capitalisation requirement should be set at the higher level of HK$200 million
to demonstrate applicants’ promise and attractiveness to a sufficient number of investors.

A few opposing respondents stated that (a) GEM’'s admission requirements are not
appropriate measures to determine the quality of a company; (b) the proposals to increase
these requirements will deter new start-up businesses from listing on GEM and are contrary to
the Government policy to support small to mid-sized companies; and (c) these proposals will
reduce the attractiveness of GEM as a listing platform. One respondent further stated that
GEM'’'s minimum market capitalisation requirement is already the second highest among the
Selected Overseas Junior Exchanges and expressed the view that the shares of GEM issuers
which lack an open market and are concentrated in few hands can be dealt with by other
proposals (e.g. introduction of a mandatory public offering mechanism).

Our responses and conclusion

We believe that the proposal to increase GEM’s admission requirements will improve the
overall standard and quality of GEM in the long term and will also help address market
concerns on the liquidity of GEM issuers’ securities. As explained in the Consultation Paper,
among other considerations, 88% of Selected GEM Issuers had initial market capitalisation of
HK$150 million or above at listing which indicates a majority of GEM issuers could meet the
new requirement.

In light of the above, we will adopt the proposal.

67.

Question 7: Do you agree with the proposal to increase the post-IPO lock-up requirement
such that controlling shareholders of GEM issuers (a) cannot dispose of any of their equity
interest in a GEM issuer within the first year of listing; and (b) cannot dispose of any interest in
the subsequent year that would result in them no longer being a controlling shareholder as
defined under GEM Listing Rule 1.017?

68.

69.

Comments received

71% of respondents supported the proposal and 11% opposed. The remaining 18% did not
indicate a view.

Some respondents stated that the post-IPO lock-up period presents a commitment from the
controlling shareholders of listing applicants to the public to develop the underlying
businesses or assets, and it is therefore essential to increase the post-IPO lock up period to
increase investors’ confidence and that it will help contribute to the success of GEM in the
long run. Some also indicated that IPOs are supposed to be a fund-raising channel instead of
an exit strategy for controlling shareholders and that this is an effective measure to control the
listing of potential shell companies.
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70.

71.

72.

73.

74.

Several respondents stated that equity interests are the assets belonging to the controlling
shareholders and they should have freedom to decide whether to own or dispose of them.

One respondent believed that the current post-IPO lock up requirement for GEM is on par with
the majority of the Selected Overseas Junior Exchanges and increasing it may affect the
competitiveness of the Hong Kong market. Another respondent suggested that controlling
shareholders should be allowed to sell down their interests in the second year to the extent
that they remain substantial shareholders instead of controlling shareholders.

Our responses and conclusion

As explained in the Consultation Paper, controlling shareholders of GEM applicants are
expected to use GEM as a platform to develop their underlying businesses or assets rather
than for the perceived premium attached to the listing status of their companies. As such,
although this proposal may be more onerous than the requirements of some Selected
Overseas Junior Exchanges, it will nevertheless be a means by the Exchange to prevent
companies listing for the perceived premium attached to the listing status.

We believe a longer post-IPO lock-up requirement will extend a controlling shareholder’s post-
listing commitment to a GEM applicant. This is reasonable given that a two-year post-IPO
lock-up period is in line with the two-year disclosure requirement of an applicant’s strategic
plan in the listing document under the GEM Listing Rules, which is a general indication of the
controlling shareholders’ intention for the applicant at listing that potential investors rely on in
making their investment decisions.

In light of market support, we will adopt the proposal.

OPEN MARKET REQUIREMENTS (Questions 8 to 10)

75.

Question 8: Do you agree with the proposal to introduce a mandatory public offering
mechanism of at least 10% of the total offer size for all GEM IPOs?

76.

7.

78.

Comments received

73% of the respondents supported the proposal and 8% opposed it. The remaining 19% did
not indicate a view.

Some respondents stated that (a) GEM's offering mechanism should be aligned with that of
the Main Board; and (b) the mandatory public offering mechanism will help to ensure an open
market, reduce shareholding concentration and share price volatility. They thought it would
also prevent the manufacturing of shareholder bases and share price manipulation. Further,
respondents noted that most GEM IPOs launched after the publication of the 2017 Joint
Statement were successfully marketed through a combination of placing and public offering or
through a public offering only.

Some respondents stated that the proposal will substantially increase the cost of listing for
GEM companies and reduce the attractiveness and competitiveness of GEM. Instead, the
Exchange should give clearer guidance on open market requirements or consider increasing
the minimum public shareholder requirement from 100 to 300 to improve liquidity and ensure
an open market. Another respondent stated that the Exchange should focus on taking a more
robust approach to the placing arrangements of GEM applicants as recent examples of SFC
actions against GEM issuers with public offerings had shown that having a public offering
alone is not a guarantee of an open market.
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79.

80.

81.

82.

One respondent also suggested that if the mandatory public offering requirement is to be
introduced, it should be of a higher level, e.g. 50%, as a 10% level would mean only about
HK$3 million worth of shares would be available to retail investors which the respondent
believed would be an immaterial amount.

Our responses and conclusion

It is important that an open market exists in the shares of GEM issuers and that holdings in
their shares are not concentrated among a small group of shareholders. The lack of an open
market results in shares not being available to freely trade on the Exchange which in turn can
cause higher price volatility in share prices. We believe introducing a mandatory public
offering mechanism for all GEM IPOs will help address this issue. We believe this has been
evidenced by IPOs of GEM issuers that have conducted a public offer since the 2017 Joint
Statement. As such, although the cost of listing on GEM will inevitably increase as a result of
mandatory public offering requirement, we believe the benefits of this proposal outweigh the
costs to applicants.

Further, as applicants vary in terms of size, we believe that the open market requirement
under the Listing Rules should be principal-based rather than bright-line based. The 2017
Joint Statement and the SFC Guideline provide sufficient guidance to the market in this regard
to ensure the establishment of an open market in GEM applicants’ shares upon listing and we
do not believe any additional guidance is necessary.

In light of market support, we will adopt the proposal.

83.

Question 9a: Do you agree with the proposal to align the GEM Listing Rules on placing to
core connected persons, connected clients and existing shareholders, and their respective
close associates with those under Appendix 6 to the Main Board Listing Rules and HKEX-
GL85-167

84.

85.

86.

87.

Comments received

71% of respondents supported the proposal and 3% opposed it. The remaining 26% did not
indicate a view.

Some respondents stated that the alignment will maintain consistent market practice, attract
more investors to GEM and would help GEM’s development. One respondent stated that the
proposal would address the issue of preferential treatment and the arbitrary manufacturing of
shareholder bases and hence the manipulation of share prices, which the respondent believed
was more prevalent among GEM issuers.

Our responses and conclusion

We agree with the market feedback and believe aligning the GEM Listing Rules on placing to
relevant persons and their respective close associates with those under Appendix 6 to the
Main Board Listing Rules and HKEX-GL85-16 will provide better safeguards to shareholders
and agree that consistency between the two boards is preferable.

We will adopt the proposal.

88.

Question 9b: Do you agree with the proposal to align the GEM Listing Rules on the
allocation of offer shares between the public and placing tranches and the clawback
mechanism with those in Practice Note 18 to the Main Board Listing Rules?
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Comments received

89. 68% of the respondents supported the proposal and 4% opposed. The remaining 28% did not
indicate a view.

90. Some respondents stated that the alignment will help attract more investors to GEM and help
GEM’s development. One respondent stated that the proposal will help ensure that GEM
issuers and their underwriters do not excessively favour institutional investors at the expense
of public investors.

Our responses and conclusion

91. For reasons similar to those stated in paragraph 86, we will adopt the proposal.

92. Question 10: Do you agree with the proposal to increase the minimum public float value of
securities from HK$30 million to HK$45 million?

Comments received

93. 59% of the respondents supported the proposal and 20% opposed. The remaining 21% did
not indicate a view.

94. Some respondents stated that the proposal will help to increase the liquidity of shares in GEM
and thus improve GEM’s quality. Further, respondents believed a higher minimum public float
value would help establish an open market as a small fund-raising exercise would not justify
the listing expense.

95. A few respondents stated that any increase in GEM’s admission requirements may affect the
attractiveness of GEM.

Our responses and conclusion

96. For reasons similar to those stated in paragraphs 57 and 65 above, we believe these
proposals together will improve the overall standard and quality of GEM in the long term and
address market concerns on the lack of an open market in GEM issuers’ securities.

97. We will adopt the proposal.

D. MAIN BOARD REQUIREMENTS (Questions 11 to 16)

98. We proposed to increase certain requirements of the Main Board to ensure that there is a
clear distinction between issuers listed on GEM and the Main Board so that investors can
choose investments that most closely match their investment goals.

99. Question 11: Do you agree with using the Profit Requirement to determine eligibility to list on
the Main Board?

Comments received
100. 72% of the respondents supported the proposal and 4% opposed. The remaining 24% did not

indicate a view.
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101. Some respondents stated that the Profit Requirement is generally a good indicator of a Main
Board listing applicant’s future performance and is commonly used by other comparable
exchanges to determine eligibility of an applicant.

Our responses and conclusion

102. We concur with the respondents’ feedback that the Profit Requirement is generally a good
indicator of a Main Board applicant’s future profitability and therefore we will retain the Profit
Requirement as one of the eligibility requirements to list on the Main Board.

103. Question 12: If you agree to retain the Profit Requirement, do you agree that the current level
of profit under the Profit Requirement should remain unchanged?

Comments received

104. 56% of the respondents supported the proposal and 13% opposed it. The remaining 31% did
not indicate a view.

105. We note that 77% of the respondents that supported the proposal to retain the Profit
Requirement also agreed to retain current level of profit under the Profit Requirement.

106. Some respondents stated that the current level of profit under the Profit Requirement is on par
with the majority of the Selected Overseas Main Markets. A few respondents proposed to
increase the current level of the Profit Requirement if the proposal to increase Main Board’s
minimal market capitalisation is adopted (see paragraph 116 below).

Our responses and conclusion

107. Given our assessment and conclusion in paragraphs 117 to 120 below, we concur that the no
change to the current level of profit under the Profit Requirement is necessary.

108. We will retain the current level of profit under the Profit Requirement.

109. Question 13: Do you agree with the proposal to increase the minimum market capitalisation
requirement at listing for Main Board applicants from at least HK$200 million to at least
HK$500 million?

110. Question 14: Do you agree with the proposal to proportionately increase in the minimum
public float value of securities for Main Board applicants from HK$50 million to HK$125 million
(25% of HK$500 million)?

Comments received

111. Question 13 — 50% of the respondents supported the proposals and 30% opposed it. The
remaining 20% did not indicate a view.

112. Question 14 — 48% of the respondents supported the proposals and 31% opposed it. The
remaining 21% did not indicate a view.

113. 92% of the respondents who supported the proposal to increase the minimum market

capitalisation also agreed to proportionately increase the minimum public float value of
securities.
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114.

115.

116.

117.

One respondent stated that the proposals are appropriate given the market capitalisation of a
majority of the Main Board issuers are above this threshold. One respondent stated that
these proposals will better segregate the Main Board and GEM, preserve the Main Board’s
position as a market for larger companies and increase the Main Board’s competitiveness in
attracting large and prominent enterprises to Hong Kong. One respondent suggested to
further increase the minimum market capitalisation requirement to HK$650 million in order to
maintain the quality and competitiveness of the Main Board given that the proposed HK$500
million is still significantly lower than some Selected Overseas Main Markets (i.e. NYSE,
NASDAQ Global Select Market and SGX).

A few opposing respondents raised the following concerns:

(@) The proposed 2.5 times increase in the minimum market capitalisation requirement is
too drastic and will prevent smaller profitable companies with good potential from listing
on the Main Board which will then affect Main Board's competitiveness and
attractiveness. An excessively high minimum market capitalisation requirement may
unreasonably restrict certain companies from listing especially when the market is less
active. Further, market capitalisation depends on stock market performance and
fluctuates from time to time and the proposal will result in the Main Board listing
applicants becoming more susceptible to stock market performance to be eligible to list.

(b) Based on the current Profit Requirement (HK$20 million for the latest financial year) and
minimal market capitalisation requirement (HK$200 million), the implied historical P/E
ratio is 10 times. The proposals to retain the current level of profit under the Profit
Requirement together with the increase of the minimal market capitalisation requirement
to HK$500 million will increase the implied historical P/E ratio significantly to 25 times,
which is relatively high compared to 14.46 times implied by the Hang Seng Index as at
30 June 2017.

(c) Different industries have different P/E ratios. The significant increase in the implied
historical P/E ratio may result in a number of Main Board listing applicants that are able
to satisfy the Profit Requirement but not the higher market capitalisation requirement not
being able to list on the Main Board, and in turn lead to an unbalanced development and
composition of industries of issuers listed on the Main Board as some businesses, e.g.
manufacturing or “Old Economy” businesses, have inherently lower P/E ratios.

Some respondents proposed alternative measures, including (a) increasing the minimal
market capitalisation requirement to HK$300 million (1.5 times of the current requirement
which is the same level of increase as GEM’s proposal (paragraph 60) and also increasing the
level of profit in the latest financial year under the Profit Requirement to HK$30 million in order
to maintain the same implied historical P/E ratio of 10 times; and (b) proportionately increase
the minimum public float value of securities to HK$75 million (25% of HK$300 million).

Our responses and conclusion

As explained in Chapter 5 of the Consultation Paper, we believe the proposed increase of
Main Board’s minimal market capitalisation to HK$500 million is appropriate because it (a)
broadly reflects the doubling in the average market capitalisation of listed companies from
HK$7.7 billion in 2004 to HK$14.7 billion in 2016; (b) helps to preserve the distinctiveness of
the Main Board and its position as a market for larger companies; and (c) positions our Main
Board closer to some of the Selected Overseas Main Markets such as Nasdaqg Global Select
Market and NYSE.
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118.

119.

120.

We do not believe the increase in the proposed increase in the market capitalisation
requirement at listing for Main Board applicants will result in an unbalanced composition of
industries of issuers listed on the Main Board. As we stated in Appendix IV of the
Consultation Paper, the average market capitalisation of Small Cap MB Issuers exceeded
HK$500 million, and over 80% of the Small Cap MB Issuers are in “traditional” industries
including the consumer goods and services industry, the property and construction industry
and the industrial and material industries.

An implied historical P/E ratio of 25 times for a new applicant wishing to list on the Main Board
under our proposals would only be required if the applicant met the Profit Requirement and
the revised market capitalisation requirement exactly. In practice, most new applicants
achieve profits and have market capitalisations that exceed our requirements by varying
degrees. So, most applicants could list with an implied historical P/E ratio of less than 25
times. Also, the Profit Requirement and revised market capitalisation requirements are
minimum standards that set the floor for the profits and market capitalisation that applicants
must have if they wish to list on the Main Board. It is not unreasonable to require an applicant
to have a higher implied historical P/E ratio if it is close to meeting only our minimum
requirements. This would indicate that, despite this, the market has a high degree of faith in
the applicant’s future prospects.

In view of the above, we will adopt the proposals.

121.

Question 15: Do you agree with the proposal to increase the post-IPO lock-up requirement
such that the controlling shareholders of Main Board issuers (a) cannot dispose of any of their
equity interest in a Main Board issuer within the first year of listing; and (b) cannot dispose of
any interest in the subsequent year that would result in them no longer being a controlling
shareholder as defined under Main Board Listing Rule 1.01? Alternatively, do you believe that
it is not appropriate to extend the post-IPO lock-up requirements for Main Board applicants,
given that they are less likely to have the characteristics identified in the 2016 Suitability
Guidance Letter because of their larger size and our proposal to raise the minimum market
capitalisation requirement to HK$500 million.

Comments received

122.

123.

124.

61% of the respondents supported the proposal and 17% opposed it. The remaining 22% did
not indicate a view.

We note that 98% of the respondents who supported this proposal also supported the same
proposal for GEM (see paragraph 67). Their views on both proposals were similar as they
believed that an increase in the post-IPO lock up period would increase investors’ confidence
and would be an effective measure to control potential shell companies.

On the other hand, some respondents had the alternate position and stated that as the shell
issue is more prevalent on GEM than the Main Board and together with the proposal to
increase the minimum market capitalisation to HK$500 million, Main Board listing applicants
are less likely to have characteristics identified in HKEX-GL68-13A because of their larger
size. Therefore it would not be necessary to impose a longer lock up requirement on them.
Others stated that this proposal would result in Main Board’s lock up requirement being more
stringent than most Selected Overseas Main Markets and therefore would have a negative
impact on the attractiveness on the Main Board.
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125.

126.

Our responses and conclusion

We agree with the respondents’ views that the prevalence of shell activities is more
pronounced in GEM than in the Main Board. We also note that only SSE imposes a
comparable 36-month post-IPO lock up period, while the other Selected Overseas Main
Markets adopt a less stringent approach.

Given we will adopt the proposal to increase the Main Board’s minimal market capitalisation
requirement to HK$500 million, we agree with the respondents’ feedback that it should not be
necessary to adopt the longer lock-up proposal while investors’ confidence would still be
maintained. We will retain the current requirement that the controlling shareholders of Main
Board issuers (a) cannot dispose of any of their equity interest in a Main Board issuer within
the six months of listing; and (b) cannot dispose of any interest in the next six months that
would result in them no longer being a controlling shareholder as defined under Main Board
Listing Rule 1.01.

127.

Question 16: Do you agree that the proposals for the Main Board should be considered
independently irrespective of the outcome of the proposals for GEM?

128.

129.

130.

131.

132.

Comments received

48% of the respondents supported the proposal and 29% opposed. The remaining 23% did
not indicate a view.

Some respondents believed that as the Main Board’s eligibility requirements have not been
the subject of public consultation since 2002 and given the evolving market nature and the
changes in the market landscape for the past 15 years, the proposals should be considered
independently. One respondent stated that it is important to improve the listing platform for
larger companies (i.e. Main Board) to meet the global market demand, and the growth and
position of Main Board are different from GEM. Another respondent noted that the proposed
changes to the Main Board were benchmarked against the Selected Overseas Main Markets
and not the GEM Listing Rules. Therefore, the outcome of the GEM proposals (which are
aimed at re-positioning GEM as a stand-alone board) should not influence those for the Main
Board.

A few respondents stated that the structure of the Hong Kong market (including the New
Board) should be considered as a whole before making any detailed rule amendments.
Others stated that the proposals for Main Board and GEM should be considered holistically as
there is linkage between the two.

Our responses and conclusion

The proposals in the Consultation Paper for the Main Board are meant to preserve the status
of the Main Board as a venue for larger companies while those for GEM are to address
specific areas of concern seen in GEM issuers.

In view of the above, we have considered the proposals for the Main Board and respondents’

feedback on each proposal independently irrespective of the outcome of the proposals for
GEM.
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CHAPTER 3: OTHER MATTERS

133.

134.

135.

136.

137.

138.

139.

140.

We have also received other valuable comments on various aspects of the GEM Listing Rules
and Main Board Listing Rules from the respondents. We will take account of these comments
in our future review of the Listing Rules.

The following matters were included in the Consultation Paper for information only.
Renaming the “Growth Enterprise Market” and "EBJ/Z%#k

In light of the decision to re-position GEM as a stand-alone board and “Growth Enterprise
Market” and " BIZE#}R . are no longer reflective of the type of applicants seeking to list on
GEM, the names “Growth Enterprise Market” and " BI%4& , will be changed to “GEM”.

The description of GEM issuers as “emerging” companies under the current GEM Listing
Rules 2.12 and 2.20 will be amended to better reflect the current nature of GEM issuers.

Corresponding changes have also been made to other parts of the GEM Listing Rules to
reflect the new name.

Unwinding the Delegated Authority

The proposed unwinding of the authority to approve GEM listing applications from the Listing
Division to the Listing Committee will be implemented at a later date following the outcome of
the proposed consultation on the system for decisions of the Listing Committee in 2018° or
such earlier date as we consider appropriate.

The Delisting Mechanism

We published on 22 September 2017 the Consultation Paper on Delisting and other Rule
Amendments with proposals to improve the effectiveness of our delisting framework under the
Main Board and GEM Rules. Any reforms to the delisting mechanism of the Main Board and
GEM will be announced after analysing market’s feedback to this consultation paper.

The New Board Concept Paper Consultation Conclusions

The Exchange published separately today the Consultation Conclusions to the New Board
Concept Paper. The conclusions in this paper and the conclusions to the New Board Concept
Paper are independent of each other. In this paper the Exchange has reviewed and will
amend certain eligibility requirements for GEM and the Main Board to (i) address concerns on
the quality and performance of GEM applicants and issuers; and (ii) to preserve the Main
Board’s position as a market for larger companies. The consultation conclusions to the New
Board Concept Paper broaden current capital markets access in Hong Kong by opening up to
more diverse range of issuers. The Exchange considered the responses to these proposals
holistically in order to reach a balanced conclusion on the most appropriate listing framework
for Hong Kong.

Please refer to paragraphs 17 and 92 of the Joint Consultation Conclusions on Proposed Enhancements to
The Stock Exchange of Hong Kong Limited’s Decision-making and Governance Structure for Listing
Regulation published on 15 September 2017.
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141.

Chief Executive of HKEX will attend Listing Committee on policy matters only

In view of the joint consultation conclusions on proposed enhancements to SEHK’s decision-
making and governance structure for listing regulations published by the SFC and SEHK on
15 September 2017, we have also included relevant rule changes to reflect that the Chief
Executive of HKEX will not attend Listing Committee meetings on individual cases.
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CHAPTER 4: IMPLEMENTATION AND TRANSITIONAL

ARRANGEMENTS

142.

143.

144,

145.

For new listing applicants that submit their applications for listing on either the Main Board or
GEM before the Rule Amendment Effective Date, the listing qualifications and requirements
under the Listing Rules in force as at the date of this paper shall apply. Any such applications
as at the Rule Amendment Effective Date are only permitted one renewal of such applications
thereafter. New listing applications received on or after the Rule Amendment Effective Date
will be subject to the amended Listing Rules set out in Appendices Il and IV.

All GEM Transfer applications that are submitted before the Rule Amendment Effective Date
and have not lapsed, been rejected or returned as at the Rule Amendment Effective Date will
continue to be processed under the GEM Streamlined Process and their eligibility for the Main
Board will be assessed in accordance with the Main Board Listing Rules in force as at the
date of this paper. Any such GEM Transfer applications as at the Rule Amendment Effective
Date are only permitted one renewal of such applications thereafter.

All GEM Transfer applications submitted by Eligible Issuers during the Transitional Period will
have their eligibility for the Main Board assessed in accordance with the Main Board Listing
Rules in force as at the date of this paper and subject to the following requirements:

(@) applicants that have changed their principal businesses and/or controlling shareholders
since listing on GEM will be required to appoint a sponsor to conduct due diligence and
publish a listing document as a new listing applicant to the Main Board; or

(b) applicants that did not change their principal businesses and controlling shareholders
since listing on GEM will only need to prepare a GEM Transfer announcement in
connection with its GEM Transfer. Such applicants are required to appoint a sponsor to
conduct due diligence in respect of their activities during the most recent full financial
year and up to the date of the GEM Transfer announcement to ensure that the
information in the GEM Transfer announcement is accurate, complete and not
misleading.

GEM Transfer applications that do not fall under paragraphs 143 and 144 above will be
subject to the amended Main Board Listing Rules set out in Appendix IV.
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146. Table 2 below is a summary of the transitional arrangements:

Table 2: Transitional arrangements

Before the Rule | Transitional Period | After the end of the
Amendment (Three vyears from | Transitional Period
Effective Date the Rule
Amendment
Effective Date)
GEM Transfer | GEM Transfer | GEM Transfer [ Al GEM  Transfer
applications applications "' ! will [ applications will be: applications will be
from Eligible | be: processed under the
Issuers - processed under the | - processed under the | @mended Main Board
GEM  Streamlined | transitional Listing Rules
Process; and arrangements  set
- eligibility ~ for the | out in paragraph
Main Board will be | 144 above;and
assessed in [ - eligibility for the
accordance with the Main Board will be
Main Board Listing assessed in
Rules in force as at | accordance with the
the date of this Main Board Listing
paper Rules in force as at
the date of this
paper
GEM listing | Applications "°*® * will | Applications will be processed under amended
applicants be processed under | GEM Listing Rules and any subsequent GEM
GEM Listing Rules in | Transfer applications will be processed under
force as at the date of | the amended Main Board Listing Rules
this paper
Main Board | Applications " * will | Applications will be processed under amended
listing be processed under | Main Board Listing Rules
applicants Main Board Listing
Rules in force as at
the date of this paper
Note 1: All listing or GEM Transfer applications submitted before the Rule Amendment Effective Date

and had not lapsed, been rejected or returned as of the Rule Amendment Effective Date, with

only one renewal of such listing or transfer application, as the case may be, permitted after

the Rule Amendment Effective Date.

147. For GEM Transfer applications in paragraph 144(b):

(@)

The GEM Transfer announcement should provide investors with a concise update of the

issuer’s affairs during the most recent full financial year and up to the date of the GEM
Transfer announcement as required in Appendix 28 to the amended Main Board Listing

Rules.

(b)

Sponsors are required to conduct due diligence in respect of the applicants’ activities

during the most recent full financial year and up to the date of the GEM Transfer
announcement.
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(c)

(d)

Due diligence must be conducted in accordance with the standards expected of
sponsors under paragraph 17 of the SFC’s Code of Conduct and the principles set out in
paragraph 2 of Practice Note 21 to the Main Board Listing Rules (for this purpose
reference to listing document in paragraph 2 of Practice Note 21 to the Main Board
Listing Rules shall be substituted with reference to the GEM Transfer announcement).

Sponsors are also expected to be closely involved in the preparation of the GEM
Transfer announcement. As the applicants are not required to publish a listing
document in connection with its GEM Transfer application, provisions of paragraph 17 of
the SFC’s Code of Conduct referring to the preparation of a listing document, application
proof, the contents of a listing document and an expert report will not apply. SFC has
published additional guidance in the form of “Frequently Asked Questions” on this matter.
This can be found in http://www.sfc.hk/web/EN/fags/listings-and-takeovers/

148. The rule amendments have been finalised and approved by the Board of SEHK and the Board
of the SFC. The Rules amendments will become effective on 15 February 2018.

149.

150.

Potential GEM Transfer Applicants are reminded to comply with the requirement to formally
appoint a sponsor at least two months before the submission of their listing application for the
Main Board once the rule amendments take effect.

The finalised English and Chinese rule amendments are available separately on HKEX’s
website.
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APPENDIX |

SUMMARY OF CONCLUSIONS ON PROPOSALS

No. | Particulars Proposals Recommendation | Proposed
Rules
Reference’
1 Transfer A sponsor must be appointed and a Adopt MB R3A.02
mechanism listing document must be published
2 Admission Must have published at least two full Not Adopt N/A
requirements for financial years of financial statements
GEM Transfers to after GEM listing and no disciplinary
the Main Board investigations for serious or potentially
serious breaches 24 months before
transfer
3 Track record Retain the current requirement (i.e. Adopt N/A
requirement two financial years)
4 Ability to meet Retain the current practice of not Adopt N/A
Main Board requiring a GEM applicant that can
admission meet the Main Board admission
requirements requirements to list on the Main Board
instead of GEM
5 Cashflow Increase to HK$30 million Adopt GR11.12A
Requirement GR11.14(3)
6 Minimum market Increase to HK$150 million Adopt GR11.23(6)
capitalisation at
the time of listing
7 Post-IPO Lock-up | Controlling shareholders are restricted | Adopt GR13.16A
period on from selling their equity interests for
controlling the first 12 months upon listing. For
shareholders the next 12 months, they are permitted
to sell but must retain control
8 Offering Structure | Mandatory public offering of at least Adopt GR10.11A
10% of the total offer size
9a | Placing to Align with Main Board Rules where Adopt GR10.12(1A)
selected waiver/ consent of the Exchange are
individuals required
9b | Offering The allocation of offer shares between | Adopt Practice Note
mechanism the public and placing tranches and 6to GR
the clawback mechanism in line with
Practice Note 18 to the Main Board
Rules
10 Minimum public Increase to HK$45 million Adopt GR11.23(2)
float value at the GR11.23(9)

time of listing

9

See Appendices Ill and IV.
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11 | Profit Test Retain the use of Profit Requirement Adopt N/A
to determine eligibility for Main Board
Listing
12 | Level of profit Retain the current level of profit under | Adopt N/A
under the Profit the Profit Requirement
Test
13 | Minimum market Increase to HK$500 million Adopt MBR8.09(2)
capitalisation at
listing
14 | Minimum public Increase to HK$125 million Adopt MBR8.08(1)(b)
float value at MBR8.09(1)
listing
15 | Post-IPO Lock-up | Controlling shareholders restricted Not Adopt N/A
period on from selling shares for the first year
controlling upon listing. For the next 12 months,
shareholders controlling shareholder permitted to
sell shares but must retain control
16 | Independence The proposals for Main Board should Adopt N/A

from GEM reform

be considered independently
irrespective of the outcome of the
proposals of GEM
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APPENDIX [I SUMMARY RESULT OF QUANTITATIVE ANALYSIS
Feedback

Proposals in the Consultation Paper Support | Against | No View™

1. Re-position GEM as a stand-alone board 50% 41% 9%

2. Require all GEM Transfer applicants to have (a) 59% 21% 20%
published and distributed at least two full financial
years of financial statements after their GEM listings;
and (b) not been subject to any disciplinary
investigations by the Exchange in relation to a serious
breach or potentially serious breach of any Listing
Rules for 24 months

3. Retain the current two-year track record requirement 76% 1% 23%
under the GEM Listing Rules

4. Retain the current practice of not requiring a GEM 66% 11% 23%
applicant that can meet the Main Board admission
requirements to list on the Main Board

5. Increase the Cashflow Requirement from HK$20 52% 24% 24%
million to HK$30 million

6. Increase GEM’s minimum market -capitalisation 60% 19% 21%
requirement from HK$100 million to HK$150 million

7. Increase GEM’s post-IPO lock-up requirement on 71% 11% 18%
controlling shareholders from one to two years

8. Introduce a mandatory public offering mechanism of 73% 8% 19%
at least 10% of the total offer size for all GEM IPOs

9a. Align the GEM Rules on placing to connected 71% 3% 26%
persons/ connected clients with those under the Main
Board Rules

9b. Align the GEM Rules on allocation between public 68% 4% 28%
and placing tranches and clawback mechanism with
those under the Main Board Rules

10. Increase GEM’s minimum public float value of 59% 20% 21%
securities from HK$30 million to HK$45 million

11. Retain the use of the Profit Requirement under the 72% 4% 24%
Main Board Rules

12. Retain the current level of profit under the Profit 56% 13% 31%
Requirement

13. Increase Main Board’s minimum market capitalisation 50% 30% 20%
requirement from HK$200 million to HK$500 million

10

Respondents that did not indicate a view on the specific proposals.
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14. Proportionately increase Main Board’s minimum 48% 31% 21%
public float value of securities from HK$50 million to
HK$125 million

15. Increase Main Board’'s post-IPO lock-up requirement 61% 17% 22%
on controlling shareholders from one to two years

16. Consider the proposals for the Main Board and GEM 48% 29% 23%

independently

11

Respondents that did not indicate a view on specific proposals
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APPENDIX I AMENDMENTS TO GEM LISTING RULES

Chapter 1
GENERAL
INTERPRETATION

1.01 Throughout these Rules, the following terms, except where the context otherwise
requires, have the following meanings:

“GEM” the-Growth-Enterprise-MarketGEM operated by the Exchange

Chapter 2
GENERAL

INTRODUCTION

Characteristics of GEM

2.12 GEM has been positioned as a market designed to accommodate small and mid-sized
companies to which a higher investment risk may be attached than other companies
listed on the ExehangeMain Board. Appropriate warning and disclosure in this regard is
required to be made by all issuers in their listing documents and circulars and without
prejudice to the generality of this rule, reference is made to the provisions of rule 2.20.

Notes: 1. The qualifications for listing on GEM do not include any obligation to
forecast future profitability.

2. Given_that the emerging-rature-ef-companies listed on GEM are generally
small and mid-sized companies, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities
traded on the Main Board and no assurance is given that there will be a
liquid market in the securities traded on GEM.

3 T sk profile, and-other characteristics, of hatiti

investors.[Repealed [insert date]]
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2.18

2.20

Responsibility and confirmation

Any listing document, circular or announcement issued by an issuer pursuant to the
GEM Listing Rules is required to contain a statement of responsibility and
confirmation on the part of the directors of the issuer in the following form:—

“This [document], for which the directors of the issuer collectively and individually
accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on—the-Growth-EnterpriseMarket-GEM of The
Stock Exchange of Hong Kong Limited for the purpose of giving information with
regard to the issuer. The directors, having made all reasonable enquiries, confirm that
to the best of their knowledge and belief the information contained in this [document]
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 misleading”

Disclaimer and GEM characteristics statements

Any listing document or circular and every annual report and accounts (including,
where applicable, a summary financial report), half-year (including, where applicable, a
summary half-year report) and quarterly report issued by an issuer pursuant to the
GEM Listing Rules (excluding any Explanatory Statement issued pursuant to rule
13.08) must contain, at a prominent position in the document, and in bold type, a
statement in the following terms concerning the characteristics of GEM:—

“Characteristics of Fhe-Growth-Enterprise-Market (“GEM?3 of The Stock Exchange of
Hong Kong Limited (the “Exchange”)

GEM has been positioned as a market designed to accommodate small and mid-sized
companies to which a higher investment risk may be attached than other companies
listed on the Exchange. Prospective investors should be aware of the potential risks of
investing in such companies and should make the decision to invest only after due and

careful con5|derat|on Ihe—g#ea%e#nslepmﬁ#e—a%—ethe#elmaetensﬂes—ef—@%M—mean

Given that the emerging-rature—of-companies listed on GEM_are _generally small and
mid-sized companies, there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the securities traded on GEM. ”

Chapter 3
GENERAL
COMPOSITION, POWERS, FUNCTIONS AND PROCEDURES OF THE GEM LISTING

COMMITTEE, THE LISTING APPEALS COMMITTEE AND THE GEM-LISTING
DIVISION
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3.05A

The GEM Listing Committee has delegated to the Executive Director — Listing Division

3.06

3.18

3.29

the power to approve any application for listing of debt securities under Chapter 30
(debt issues to professional investors only).

Listed issuers

Applications for the-listing ef-eguity-securities-by a listed issuer will be dealt with by the
Listing Division and it is the Executive Director — Listing Division who will normally
approve the listing and issue the formal approval letter, in due course. However, the
GEM Listing Committee may determine the matter in the first instance at the request of

the Listing DIVISIOI‘] where |t con5|ders it approprlate to do SO. —Appheatrens—ﬁer—the—hsttng

Composition of the GEM Listing Committee

Subiject to casual vacancies from time to time the GEM Listing Committee shall consist
of 28 members or such greater number of members as the Board may from time to time
agree, comprising:—

3) the Chief Executive of HKEC acting as ex officio non-voting member.

Conduct of meetings of the GEM Listing Committee

The GEM Listing Committee shall meet for the despatch of business, adjourn and
otherwise regulate its meetings in accordance with the provisions of the rules made by
the Board for this purpose, including rules governing members’ conflicts of interest,
subject to the provisions of this rule. The quorum necessary for the transaction of any
business by the GEM Listing Committee shall be 5 members present in person. The

Chlef Executlve of HKEC—may—be—eeHnted—tn—the—quemnq—felLa—meetlng—ef—the—GEM

Gemmlttee—ls—ender—wnl not attend meetlnqs of the GEM Llstlnq Commlttee at Whlch the
GEM Listing Committee is determining a matter in the first instance or on review

pursuant to any d|SC|pI|nary proceedlngs 4he—Ghtef—%eeeutwe—ef—HKE€—may—attend

Gemmtttee—er—te—vete—en—sueh—mattepsr At any meetlng heId to review an earller
decision of the GEM Listing Committee pursuant to any disciplinary proceedings, all of
the members present at the second meeting must be persons who were not present at
the first meeting.
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Chapter 4
GENERAL

REVIEW PROCEDURE

General

Conduct of review hearing
4.11 ...

3 The Chlef Executlve of HKEC may—enly—be—eeun%ed—m—the—qaemm—tem—meeﬂng—ef—ﬂw

m%heﬁ#skmst&nee—He—shaLLnet—b&ee&m&ed—n%h&qu@mmiepwnl not attend meetlnqs
of the GEM Listing Committee at which the GEM Listing Committee is determining a

matter in the first instance or attend review hearings of the GEM Listing Committee or

the GEM Llstlng (ReV|eW) Commlttee—at—wmeh—a—dee&en—ef—the—GEM—Hsmg

(7) (@) At a GEM Listing Committee or Listing Appeals Committee hearing, the directors
of the new applicant have the right to attend the hearing, to make submissions and
to be accompanied by one representative of each of the Sponsor, the Compliance
Adviser, authorised representatives, proposed or otherwise, the financial adviser,
the legal adviser and auditors of the new applicant-e¢; a Sponsor, Compliance
Adviser or authorised representative may be accompanied by its/ his legal adviser.

Role of the Secretary

412

(2) Any notices, notifications and all other documents required to be submitted to the
GEM Listing Committee, the GEM Listing (Review) Committee or the Listing Appeals
Committee must be served upon the Secretary who will ensure that copies are
provided to the other parties and members of the GEM Listing Committee, the GEM
Listing (Review) Committee or the Listing Appeals Committee, as appropriate.
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Chapter 9
GENERAL

TRADING HALT, SUSPENSION AND RESUMPTION OF DEALINGS,
CANCELLATION AND WITHDRAWAL OF LISTING

9.26 Assoonas reasonably practrcable and in any event by the same day when-an application
) e-is submitted to

the Exchange for a transfer of Irstrng from GEM to the Main Board the issuer shall
announce the relevant facts to inform the market.

Chapter 10
EQUITY SECURITIES
METHODS OF LISTING

Placing
10.11

10.11A  Alisting by a new applicant must include an offering to the public of not less than 10%
of all securities offered.

10.12 A placing by or on behalf of a new applicant or by or on behalf of a listed issuer of
securities of a class new to listing must be supported by a listing document which
must comply with the relevant requirements of Chapter 14 and such a placing must
comply with the following specific requirements:—

Beeh&nge—[Repealed [lnsert date]]

(1A) No allocations to the following persons will be permitted without the prior written
consent of the Exchange:

(a)_“connected clients” of the lead broker or of any distributors as defined in
Note 2 of rule 10.12(4);

(b) directors or existing shareholders of the new applicant or the listed issuer,
as the case may be, or their close associates, whether in their own names
or through nominees unless the condition in rule 13.02(1) is fulfilled; or

(c) nominee companies unless the name of the ultimate beneficiary of the
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securities is disclosed.

Me%ny—sueh##epesed&m&ngemems.—-[Répealed [insert date]]

(4)

(5) Dealings in the securities cannot commence until the Exchange has been
supplied with and approved a list setting out the names, addresses and identity
card or passport numbers (where individuals) and the names, addresses and
business registration numbers (where companies) of all placees, the names and
addresses of the beneficial owners of the securities (in the case of nhominee
companies) and the amounts taken up by each placee. The Exchange reserves
the right to require submission of such further information (on an electronic
spreadsheet or such other format as it may request) on the placees as it may
consider necessary for the purpose of establishing their independence, including
without limitation details of beneficial ownership.

10.14 Placings by a listed issuer made in either of the circumstances set out in rule 10.13
are required to comply with the requirements of rule 10.12 (excluding sub-paragraphs
(2), 33-(6) and (7) in the case of a placing of securities of a class already listed).

Chapter 11
EQUITY SECURITIES

QUALIFICATIONS FOR LISTING

Additional conditions applicable to new applicants

Accountants’ report

11.12A (1) A new applicant or its group (excluding any associated companies, joint
ventures and other entities whose results are recorded in the issuer’s financial
statements using the equity method of accounting or proportionate
consolidation) must have an adequate trading record of at least two financial
years comprising a positive cash flow generated from operating activities in the
ordinary and usual course of business before changes in working capital and
taxes paid. Such positive cash flow from operating activities carried out by the
new applicant, or its group, that are to be listed, must be of at least
HK$20,000,000—HK$30,000,000 in aggregate for the two financial years
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11.14

11.23

immediately preceding the issue of the listing document.

The Exchange may accept a trading record period of less than two financial years for
the purposes of rule 11.12A ...

3) in exceptional circumstances under which the Exchange considers it desirable
to accept a shorter period.

Note: Where the Exchange accepts a trading record of less than two financial
years, the applicant must nevertheless still meet the cash flow
requirement of Hk$20-millien-HK$30 million for that shorter trading record
period.

Conditions relevant to the securities for which listing is sought

There must be an open market in the securities for which listing is sought. This will
normally mean that.:—

(1) [Repealed 1 July 2008]

(2) with regard to all equity securities for which a listing is sought, except those
specified in sub-paragraphs (3) and (4):—

(a) the market capitalisation of such equity securities (determined as at the time
of listing) in the hands of the public must be at least HK$30,000,000
HK$45,000,000; and

(b) there must, as at the time of listing, be an adequate spread of holders of such
securities. The number will depend on the size and nature of the issue but,
as a guideline, the equity securities in the hands of the public should, as at
the time of listing, be held among at least 100 persons (including those
whose equity securities are held through CCASS);

(6) the expected total market capitalisation of a new applicant at the time of listing
must be at least Hk$100,000;000HK$150,000,000 which shall be calculated on the
basis of all issued shares (including the class of securities for which listing is
sought and such other class(es) of securities, if any, that are either unlisted or
listed on other regulated market(s)) of the new applicant at the time of listing;

(9) where an issuer has one class of securities or more apart from the class of
securities for which listing is sought, the total securities of the issuer held by the
public (on all regulated market(s) including the Exchange) at the time of listing must
be at least 25% of the issuer’s total number of issued shares. However, the class
of securities for which listing is sought must not be less than 15% of the issuer’s
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total number of issued shares, having an expected market capitalisation at the time
of listing of not less than HK$306,000,000HK$45,000,000;

Chapter 12
EQUITY SECURITIES

APPLICATION PROCEDURES AND REQUIREMENTS

12.26 As soon as practicable after the issue of the listing document but before dealings
commence, the following documents must be lodged with the Exchange in respect of
a new applicant as a condition for granting listing approval:—

(6) in the case of a placing of securities by a new applicant:—

(b) a list from each placing broker setting out the names, addresses and
identity card or passport numbers (where individuals) and the names,
addresses and business registration numbers (where companies) of all
its placees, the names and addresses of the beneficial owners of the
securities (in the case of nominee companies) and the amounts taken up

by each of its placees%ueh—hsts—may—be—wpplwd—dweeﬂy—te—the

Chapter 13

EQUITY SECURITIES
RESTRICTIONS ON PURCHASE, DISPOSAL AND SUBSCRIPTION

Restrictions on preferential treatment

13.01 With regard to all securities offered for subscription or sale to the public whether by a
new applicant or a listed issuer, {exeluding,—for—the—avoidance—of-doubt—seedrities
subjectto-placing-arrangementsyno preferential terms or treatment may be afforded to
any person subscribing or applying for the securities, whether as to price, the basis of
allocation of securities or otherwise.

13.02
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13.16A

13.22

(2)

Directors of the issuer and their close assouates and a person who is an eX|st|nq

shareholder of the issuer, may only subscribe for or purchase any securities for
which listing is sought which are being marketed by or on behalf of a new
applicant, whether in their own names or through nominees, if the following
conditions are met:—

(a) that no securities are offered to them on a preferential basis and no
preferential treatment is given to them in the allocation of the securities; and

(b) that the minimum prescribed percentages of public shareholders required
by rules 11.23(7) and 11.23(9) are achieved.

Nnrormally no more than 10% pereent of any securities being marketed for which
listing is sought may be offered to employees or past employees of the new
applicant or its subsidiaries or associated companies and their respective
dependents or any trust, provident fund or pension scheme for the benefit of such
persons on a preferential basis ...

Restrictions on disposal of shares following the listing of a new applicant

(1)

A person or group of persons shown by the listing document issued at the time
of the issuer’s application for listing to be controlling shareholders of the issuer
shall not and shall procure that the relevant registered holder(s) shall not:—

(@) in the period commencing on the date by reference to which disclosure of
the shareholding of the controlling shareholders is made in the listing
document and ending on the date which is 612 months from the date on
which dealings in the securities of a new applicant commence on the
Exchange, dispose of, nor enter into any agreement to dispose of or
otherwise create any options, rights, interests or encumbrances in respect
of, any of those securities of the issuer in respect of which he is or they are
shown by that listing document to be the beneficial owner(s); or

(b) in the period of 612 months commencing on the date on which the period
referred to in rule 13.16A(1)(a) expires, dispose of, nor enter into any
agreement to dispose of or otherwise create any options, rights, interests or
encumbrances in respect of, any of the securities referred to in rule
13.16A(1)(a) if, immediately following such disposal or upon the exercise or
enforcement of such options, rights, interests or encumbrances, that person
or group of persons would cease to be a controlling shareholder.

In this rule “multiple applications” means circumstances where more than one
application is made by the same person; e—where a person applies for more than

100%per—een{ of the securltles on offer te—the—pabh&ter—wbseﬁptmq—(and—exek&mng
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18A.04

30.02

30.20

than 100% of the shares available in any pool into which the securities on offer are
divided in accordance with Practice Note 6. For the purpose of these rules, the shares
available in any pool is the initial allocation of shares into the pool prior to the operation
of any clawback mechanism required by Practice Note 6.

Chapter 18A
EQUITY SECURITIES

MINERAL COMPANIES

CONDITIONS FOR LISTING OF NEW APPLICANT MINERAL COMPANIES

Note 1: Where the Exchange accepts a trading record of less than two financial years,

a new applicant must still meet the cash flow requirement of—HK$20
milionrHK$30 million for that shorter trading record period, in accordance with
Rrule 11.14.

Chapter 30
DEBT SECURITIES

DEBT ISSUES TO PROFESSIONAL INVESTORS ONLY

Listing Approval

A listing application may be approved by:

(c) The GEM Listing Committee.

A listing document must contain the following statement:

“Characteristics of The-Growth-Enterprise-Market{GEM) of The Stock Exchange of
Hong Kong Limited (the “Exchange”)

GEM has been positioned as a market designed to accommodate small and mid-sized
companies to which a higher investment risk may be attached than other companies
listed on the Exchange. Prospective investors should be aware of the potential risks of
investing in such companies and should make the decision to invest only after due and
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35.14

careful consideration. The greater risk profile and other characteristics of GEM mean
that it is a market more suited to professional and other sophisticated investors.

Given that the emerging—hature—ef-companies listed on GEM are generally small and
mid-sized companies, there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on the Main Board and no
assurance is given that there will be a liquid market in the securities traded on GEM.”

Chapter 35

DEBT SECURITIES

“This document, for which the [issuer]/ [directors of the issuer collectively and

individually] accept[s] full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on Fhe-Growth-Enterprise-Market-GEM
of The Stock Exchange of Hong Kong Limited for the purpose of giving information
with regard to the issuer. Subject as set out below, the [issuer]/ [directors], having
made all reasonable enquiries, confirm[s] that to the best of [its])/ [their] knowledge
and belief the information contained in this document 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 misleading...”

Practice Note 1

to the Rules Governing the Listing of Securities

on the-Growth-Enterprise Market GEM of
The Stock Exchange of Hong Kong Limited

(the “GEM Listing Rules”)
Practice Note 2
to the Rules Governing the Listing of Securities

on the-Growth-Enterprise Market GEM of
The Stock Exchange of Hong Kong Limited

(the “GEM Listing Rules”)
Practice Note 3
to the Rules Governing the Listing of Securities

on the-Growth-Enterprise Market GEM of
The Stock Exchange of Hong Kong Limited

APPIII - 11



=

[P

|0

(the “GEM Listing Rules”)

Practice Note 4

to the Rules Governing the Listing of Securities

on the-Growth-Enterprise Market GEM of
The Stock Exchange of Hong Kong Limited

(the “GEM Listing Rules”)
Practice Note 5
to the Rules Governing the Listing of Securities

on the-Growth-Enterprise Market GEM of
The Stock Exchange of Hong Kong Limited

(the “GEM Listing Rules”)

Practice Note 6

to the Rules Governing the Listing of Securities
on GEM of The Stock Exchange of Hong Kong Limited
(the “GEM Listing Rules”)

Issued pursuant to rule 1.07 of the GEM Listing Rules

Initial Public Offer of Securities

Definitions

Terms used in this Practice Notice which are defined or interpreted in the GEM Listing
Rules shall have the same meaning as the GEM Listing Rules.

Introduction

This practice note sets out certain procedures to be adopted in the allocation of shares in
initial public offerings.

Allocation of shares

The total number of securities available for public subscription (taking account of any
clawback feature in the case of issues which involve both placement and public
subscription tranches) are to be divided equally into pools: pool A and pool B. The
securities in _pool A should be allocated on an equitable basis to applicants who have
applied for securities in the value of HK$5 million or less. The securities in pool B should
be allocated on an equitable basis to applicants who have applied for securities in the
value of more than HK$5 million and up to the value of pool B. Where one of the pools is
undersubscribed, the surplus securities should be transferred to satisfy demand in the
other pool and be allocated accordingly. No applications should be accepted from
investors applying for more than the total number of shares originally allocated to each
pool. Multiple applications within either pool or between pools should be rejected.
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Offers involving a subscription tranche

Where an IPO includes both a placing and a public subscription tranche, the minimum
allocation of shares to the subscription tranche shall be as follows:

- an initial allocation of not less than 10% of the shares offered in the IPO:;

- a clawback mechanism that increases the number of shares to 30% when the total

demand for shares in the subscription tranche is 15 times but less than 50 times the
initial allocation;

- a clawback mechanism that increases the number of shares to 40% when the total

demand for shares in the subscription tranche is 50 times but less than 100 times
the initial allocation; and

- a clawback mechanism that increases the number of shares to 50% when the total

demand for shares in the subscription tranche 100 times or more of the initial
allocation.

Shares may be transferred from the subscription tranche to the placing tranche where
there is insufficient demand in the subscription tranche to take up the initial allocation.

Where the issuer has granted the underwriters an over-allotment option this may be
divided between the public subscription tranche and placing tranche at the discretion of
the underwriters. Underwriters should restrict the extent of any over-allocation of shares
to the limit provided under the over-allotment option.

Before trading in the shares commences, issuers should disclose the level of indications
of interest for shares in the placing tranche. This may be provided in either a humerical
form or by way of a qualitative description.

Investors are free to select whether to apply in the placing tranche or the subscription
tranche. Where the placing tranche and the subscription tranche are completed
simultaneously an investor may submit an application in _one of the pools in the
subscription tranche and indicate an interest for shares in the placing tranche. An
investor may only receive shares in the placing tranche or the subscription tranche. Any
investors which have not received shares in the placing tranche may receive shares from
the subscription tranche.

Issuers should reject multiple applications within either pool or between pools. Issuers,
their _directors, sponsors and underwriters are required to take reasonable steps to
identify and reject applications in the subscription tranche from investors that received
shares in the placing tranche, and to identify and reject indications of interest in _the
placing tranche from investors that received shares in the subscription tranche.
Investors which have not received shares in the subscription tranche may receive shares
in the placing tranche.

Disclosure

Sponsors should ensure that details of these procedures are included in prospectuses.

Appendix 1
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CONTENTS OF LISTING DOCUMENTS
Part A
Equity Securities

In the case where listing is sought for equity securities of an issuer no part of whose share
capital is already listed

General information about the issuer, its advisers and the listing document

2. A statement as follows:—

“This document, for which the directors of the issuer collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing the
Listing of Securities on the-Growth-Enterprise-MarketGEM of The Stock Exchange of Hong
Kong Limited for the purpose of giving information with regard to the issuer. The directors,
having made all reasonable enquiries, confirm that to the best of their knowledge and
belief the information contained in this document 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 misleading.” (Note 1)

Appendix 1
CONTENTS OF LISTING DOCUMENTS
Part B
Equity Securities

In the case where listing is sought for equity securities of an issuer some part of whose
share capital is already listed

General information about the issuer, its advisers and the listing document
2 A statement as follows:—

“This document, for which the directors of the issuer collectively and individually
accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on the-Growth-Enterprise—MarketGEM of The
Stock Exchange of Hong Kong Limited for the purpose of giving information with
regard to the issuer. The directors, having made all reasonable enquiries, confirm
that to the best of their knowledge and belief the information contained in this
document 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 misleading.” (Note 1)
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Appendix 1
CONTENTS OF LISTING DOCUMENTS
Part C
Debt Securities
In the case where listing is sought for debt securities

General information about the issuer, its advisers and the listing document

2. A statement as follows:—

“This document, for which the directors of the issuer collectively and individually accept full
responsibility, includes particulars given in compliance with the Rules Governing the Listing
of Securities on the-Growth-Enterprise-Market- GEM of The Stock Exchange of Hong Kong
Limited for the purpose of giving information with regard to the issuer. The directors, having
made all reasonable enquiries, confirm that to the best of their knowledge and belief the
information contained in this document 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 misleading.” (Note 1)

Appendix 5
FORMS RELATING TO LISTING
FORM A

Application Form — Equity securities
(of an issuer no part of whose share capital is already listed)

Dear Sirs,

1. We, [Limited] (in English) (in Chinese) (the “Issuer”), and
[Limited] (in English) .. o, (in Chinese) (the

“Sponsor”) hereby apply for the listing of and for the permission to deal in the securities
referred to in paragraph 6(b) below, subject to the Rules Governing the Listing of Securities

on the-Growth-Enterprise-Market- GEM of The Stock Exchange of Hong Kong Limited (the
“GEM Listing Rules”).

Appendix 5
FORMS RELATING TO LISTING
FORM B

Application Form — Equity securities
(of an issuer part of whose share capital is already listed)
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Dear Sirs,

L W, [Limited] (in English) (in Chinese) (the “Issuer”)
hereby apply for the listing of and for the permission to deal in the securities referred to in
paragraph 4(b) below subject to the Rules Governing the Listing of Securities on the-Growth

EnterpriseMarket-GEM of The Stock Exchange of Hong Kong Limited (the “GEM Listing
Rules”).

Appendix 5
FORMS RELATING TO LISTING
FORM C

Application Form — Debt securities

Dear Sirs,

1. We, [Limited] (in English) (in Chinese) (the “Issuer”),
hereby apply for the listing of and for the permission to deal in the securities referred to
in paragraph 5 below subject to the Rules Governing the Listing of Securities on-the

Growth—Enterprise—Market-GEM of The Stock Exchange of Hong Kong Limited (the
“GEM Listing Rules”). (Note 1)

Appendix 5
FORMS RELATING TO LISTING
FORM D

Marketing statement (concerning a placing of equity securities)

Rule 10.12 of the Rules Governing the Listing of Securities on the-Growth-Enterprise-Market- GEM
of The HengKeng-Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”) and the Notes
accompanying this form should be read before completing this statement.

Appendix 5
FORMS RELATING TO LISTING

FORM E
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Declaration of compliance

2. that all pre-conditions for listing imposed by Chapter 11 and/ or Chapter 27 or Chapter 30 of

the “Rules Governing the Listing of Securities ef-on the-Growth-Enterprise-MarketGEM of
The HengKong-Stock Exchange of Hong Kong Limited” have, insofar as applicable, been

fulfilled in relation to the Issuer and the securities of the Issuer referred to in paragraph 1
above;

Appendix 5
FORMS RELATING TO LISTING

FORM F

Fhe-Growth-Enterprise-Market{GEM) Company Information Sheet

This information sheet contains certain particulars concerning the above company (the

“Company”) which is listed on the-Growth-Enterprise-Market-“GEM~) of tThe Stock Exchange of

Hong Kong Limited (the “Exchange”). These particulars are provided for the purpose of giving
information to the public with regard to the Company in compliance with the Rules Governing the

Listing of Securities on the-Growth-Enterprise-Market- GEM of The Stock Exchange of Hong Kong
Limited (the “GEM Listing Rules”). They will be displayed at the GEM website on the linternet.

This information sheet does not purport to be a complete summary of information relevant to the
Company and/ or its securities.

Appendix 6
Bt £ 7

DIRECTOR’S AND SUPERVISOR’S FORMS
EENESNRE

Form A
A Ft&

Director’s Declaration, Undertaking and Acknowledgement
ESMNER - FGERER

Part 1
E—85n

DECLARATION
=4
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(@)

(b)
(c)

The relevant document that sets out my personal details in the manner described in
paragraph 41 of Appendix 1A or rule 1750(2), as the case may be, of the Rules

Governing the Listing of Securities on the-Grewth-EnterpriseMarket-GEM of The Stock

Exchange of Hong Kong Limited from time to time in force (the “GEM Listing Rules”) is
BAREMA(EBHM SR FAAERATRIEENR-GEM &% LAl ((BIE-GEM iR

AI) IFER— A S 41 B30 1750 IRPRELS TV RBIIBERME JEESANBAERNERE
XHR

In the case of listed issuer:

B EMmETA

U
Eg T AIR(BIZE4E GEM EH3881)E 1750 BHBE - mEEAABRTAEENA

[=]

PEBER

e ———————— —_—————— —_——————

C - (5)
UNDERTAKING AND ACKNOWLEDGEMENT
HGE R TR

() comply to the best of my ability with the Rules Governing the Listing of Securities

on the-Growth-Enterprise-Market-GEM of The Stock Exchange of Hong Kong Limited

from time to time in force (the “GEM Listing Rules”);

BENETFABERR(FEHERZARAGIEER-GEM &5 EhiRAI (SR

GEM EmM#ARAID );
(ii)
RNREETABT(RBEENRGEM FHRRERD ; &
(iii)
ENRERANTORTANET(RIZERGEM EHARA) ;
()

2 ..
ARG RBZEZEREET(RIEENR GEM tHRAINEEMS B ERAEM
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HtER R A ERE K
(ii)
EEEMORSMARAT MR (% (BIEER-GEM EHRAINSE 101 FFRE )&k 3
B2tk GEM FTHZEEE (% (BIZAR-GEM FMARAINSE 101 BFRE FrETREE
BRHETEE  BRABEAMEBEOAARLOTOUHE - RETEEECERX
HREREEA  WEESARBRKEENEOUERNEES ;

(e) ...
AN EHREE (EEEENTEOUALT ) AOUBENED - EMEARARRR Lt
BEROEEERGEM LThEEEIRE | TEEEBHMSREMARATEEFEH—AIEIEFEHEN
BN B EmBEEAERREESNEMALIEE ; &
® ..
RAANEWEZEBH SRS AR ASNMAR(EEER GEM FTMARANZIHENEE -
Part 3
E=Zn
SPONSOR'S CERTIFICATION
REAGERA
FA e - J31E (HE) B (B GEM Emi#RAI) % 6A.02 1&FRIE KBV B MZEE
FIBITARMREBA » SRR e, - FABZLBE - BRACEE. e (&

AESHER ] £ ARBE—EMQ) RQ)FIERF A XX HAELAIEIZ - HMLARSEATE
- BEUE—BREENALT  mUIHERNENNEEY - SBEUAEETEFE—DNES -

Notes: (1)
Biat -

BHERERLK A ZIEHIEITAN L - EFRAERE ~ TR REBEMEZL A ZKI5E—
BB+ BUAKAERR LI ANFIEFE B0 N B KA T2 A0 7 P TEAIE (0 R - 118 /0=
R (BIFEHGEM _LHHR) - IS - FLIERA A BB KRB ERIATZ TN
EFLETE ZEENEXIEERET 'BREKEX, (EHEZEEZFF 571
B (EZFRHERG) WE1FELE) ...
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Appendix 6
Bt £ 75

DIRECTOR’S AND SUPERVISOR’S FORMS
EENESNRE

Form B

B +|1&

Director’s Declaration, Undertaking and Acknowledgement (PRC Issuer)

EEMER - FERER (BRARPEERERTA)

@)

Part 1
— &5
DECLARATION
=

The relevant document that sets out my personal details in the manner described in
paragraph 41 of Appendix 1A or rule 17.50(2), as the case may be, of the Rules

Governing the Listing of Securities on the—Greowth-Enterprise—Market-GEM of The Stock

Exchange of Hong Kong Limited from time to time in force (the “GEM Listing Rules”) is
BAREXNR EEBHERSPIARATIEEER-GEM &2 EhRAID ( (B12Ek-GEM tFE?E

AI) MigE— A 28 41 BRELE 1750Q2)Friti s I RBAERAME EBRANEAERNERE
NS

In the case of listed issuer:

MELEMEITA
O ... ‘ ‘
BT AR(AEER-GEM EMARAINE 1750Q)1EMNRE - MEEARAABBITAESENL
s 2EHEBS ____. F o B ____ H-
Part 2
E_En
UNDERTAKING AND ACKNOWLEDGEMENT
EEY S LY

(i) comply to the best of my ability with the Rules Governing the Listing of Securities on

the-Growth-Enterprise-Market- GEM of The Stock Exchange of Hong Kong Limited

from time to time in force (the “GEM Listing Rules”), and all applicable laws, rules,
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(b)

(c)

(€)

(if)
(iii)

regulations and normative statements from time to time in force in the PRC relating to
the governing, operation, conduct or regulation of public companies in the PRC or
elsewhere;

BENETAREYN (FEMORXSMARATIAEER-GEM &5 EHRAID ( (B

#-GEM EMRAI) ) - RAREMWFIBEBERPESNEMM TN AR ATNEE - 8

fF -

TRAEESENERFENER - BRI - IREIAIRLER ;

BNRERT AP BIEE GEM FibRA) ;

(ii)

2 ..
ARG UAZERERAEST (BEER-GEM FMRE) EEMAEERAEM

HME R R RE | K

EHBMERSMARAT LB (B GEM FHRAINSE L0 RFRE )&k~
SEEER-GEM EHZEE( (B GEM EHRRINSE 101 %57 € )ﬁﬁLﬁE’J
HUREFETEE  ERAFEAMMEBRRARLNET—E - KEHIEHE
EEERXHNERSE R - TEFEETRARBREENZEZNEED ;

RANZRT EHREE (NEERENTUAL ) AOBRNET - EhERARHEN LS
ORI GEM FHEB8ELERE , TEFEBMSRISMARAS RN —URIEFE
WIERT - B EHREEARIAESWEM A LTIKE |

RANENEREFBHERIABERASMAR(BERIGEM EHRAINEHHEAEEE -

Part 3
E=8n

SPONSOR’S CERTIFICATION
R AERA
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BRMZBANETANREBA - WBERRN - LR - HME

I EAZESAER )T B REE -0 (1) K (2)FTE Rt R XX 4 ATE L

MEZ  PETAMNBEEER - EMUE—REENAL - BIIERNEROESY - BN
KRS FE—DHERS

1P e Tyl B JA(REER-GEM R RIS 6A.02 1R T2 KU

Notes: (1) ...

MEE HHRERZERK B ZBHIEFITAN L  EXRGEEE - TR REBHEZK B H£15F &
7 BARFEET LR B 5 FE B N KEEB FZ B2 AT TERI 10 - 1918 ER
(BEEHe GEM _LiT#ARR) - WSt - MBI B ZeiSr B KTk BRI R ITN EF LT
[B1E  ZEEMNBREIEERET " BRFEX, (T&ZEEZHFE 571 & (ZFK
HEIRA) W71 Z15) ..

Appendix 6
Bt %7

DIRECTOR’S AND SUPERVISOR’S FORMS
EERESHRE

Form C
C &8

Supervisor’s declaration and undertaking and acknowledgement
in respect of an issuer incorporated in the People’s Republic of China (“PRC”)

EEERVEM - FGERTER
(BRAREFEARSENE ( "PE, ) FMEIARITA)

Part 1
E—an
DECLARATION
=1

2. The relevant document that sets out my personal details in the manner described in paragraph
41 of Appendix 1A or rule 17.50(2), as the case may be, of the Rules Governing the Listing of

Securities on the-Growth-Enterprise-Market- GEM of The Stock Exchange of Hong Kong Limited
from time to time in force (the “GEM Listing Rules”) is:

BARENN (FEBMERIBRASIEEER GEM 8% EHRAI) ( (B GEM EiR
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Al) ) MiEx— A 5 41 RS 17.50Q)RFIS T ( REBAERME ) IEAABAERNA
B

In the case of listed issuer:

MEEMBEITA
O ... ‘ ‘
BITAZ(BEER - GEM EHRAINGE 1750Q)ENRE - MEEARAABRZTAESHA
H-A,EHEE ___ £ ____ B _____ H -
Part 2
E_En
UNDERTAKING AND ACKNOWLEDGEMENT

GG R TERD

(c) use my best endeavours to cause the issuer and its directors to comply with the

Rules Governing the Listing of Securities on the-Grewth-Enterprise-Market-GEM of
The Stock Exchange of Hong Kong Limited from time to time in force (the “GEM

Listing Rules”), the Code on Takeovers and Mergers, the Code on Share Buy-backs
and all other relevant securities laws and regulations from time to time in force in
Hong Kong;

BENRERTAKEESETARENN (FEMERIFMBRATISIEER-GEM &5
ERRAN ( (BEEGEM MR ) ~ (RFWEAREHSTED ~ (RIRME
Rl REBFIBEMARENNEBESRAB AR ;

(e ...
FNEBT FINRBIAIRR - BMZIFABRAREA  BELUEHERARATESMR :

(a) (FEZREFERHAI) 5 XIVA K XV &8 ; (b) (BISE#—GEM EmiRAl) 5 5.46 £
5.67 RABESETESFIINRE ; ) (RIWBRGHTA) ; ) (A3KRMDIE
TRl MUK (e) BEFMBEMARENNEBEZABILRA,

@ -
RNGEFET EHMREE (12 (BEERGEM FHARAI) 5 1.011RFRE ) (SVEEEEN

EEAL) AoEENED - EME AR LAER AR GEM FHEEE
(& (B GEM EHARRI) 5 1.011RFAE ) ZERE , TEFREBMERSZMBERA
SEFY—UREIEFMAENER T - B EHREEAREIBEENEMALIKE ; &
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RANELEREBHERZMERATMBE(RISFRGEM LHRANSHEAEEE -

Note: ...

et -

BMEREXLZRIEAIEITAN L - EREEE - TR REFEMWEZK CEIEE—ES
BKAEZE LK CEIEFE BN 7 KB KB TFZE 7 P TFRIE (R 5 - 118 8 R (B
#GEM LA » IS - FLIE R CZ G B KBt ERAI R TN E BT BT
B RZEENBRAIEERET BEKX ., (EFZEEZPFE 511 Z(EFRHA
B2 1 5 1 &8 )JIB F B IERERBIME MG ELSHTIERIIEN - KX ZHE
REZZEN - LUl - B FELE  WRE(EZFRIEFEA)FE 384 15 #ZEIE L/GK
REGIERIEREZREHIIER - BAANLAIEN %  ZEGHE - & B FAETLE
3 - BLAIZHALZr3 B T HIBEFEEE -

Appendix 7
SPONSOR’S FORMS
Form G

Sponsor’s Declaration in support of a New Applicant

, are the Sponsor appointed by (the “Company”) on [Date] for the

purpose referred to in rule 6A.02 of the Rules Governing the Listing of Securities on Growth
Enterprise-Market-GEM of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”)

and have offices located at

(4)

Appendix 7
SPONSOR’S FORMS
Form |

Sponsor’s Declaration of Compliance concerning a New Applicant

[ 1% of the securities are in the hands of the public in accordance with rule 11.23 of The

Rules Governing the Listing of Securities on Fhe-Growth-Enterprise-Market- GEM of The
Stock Exchange of Hong Kong Limited (“the GEM Listing Rules”); and
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Appendix 7
SPONSOR’S FORMS
Form J

Declaration in relation to certain
Listing Documents issued by an Issuer

(1) all the documents required by the Rules Governing the Listing of Securities on the-Growth
Enterprise-Market- GEM of The Stock Exchange of Hong Kong Limited (the “GEM Listing
Rules”) to be submitted to the Exchange prior to issue of the listing document have been so
submitted; and

Appendix 7
SPONSOR’S FORMS
Form K

Sponsor’s undertaking and statement of independence

We, , are the Sponsor

appointedby (the “Company”) on [Date] for the purpose
referred to in rule 6A.02 of the Rules Governing the Listing of Securities on Grewth-Enterprise
Market-GEM of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”) and have
offices located at........cooeoiioi Under rule 6A.03, we
hereby:

Appendix 7
SPONSOR’S FORMS
Form M

Compliance Adviser’s undertaking

We, e , are the Compliance Adviser appointed
by e ___._(the “Company”) for the purpose referred to in rule 6A.19/ rule
6A.20 [cross out whichever is not applicable] of the Rules Governing the Listing of Securities on
Growth—EnterpriseMarket-GEM of The Stock Exchange of Hong Kong Limited (the “GEM

Listing Rules”) and have offices located at
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Appendix 10
MODEL FORMS OF FORMAL NOTICE
Form A

For offers for sale or subscription

on

THE-GROWTH-ENTERPRISEMARKETGEM
OF THE STOCK EXCHANGE OF HONG KONG LIMITED

Copies of the listing document required by the Rules Governing the Listing of Securities on Fhe

Growth—Enterprise—Market-GEM of The Stock Exchange of Hong Kong Limited together with
application forms are available during normal office hours up to and including [/ . [ ]
from:—

Application has been made to The Stock Exchange of Hong Kong Limited for the listing of and
permission to deal in the shares of XYZ Limited in issue and to be issued as described in the

listing document. Dealings are expected to commence on Fhe-Growth-Enterprise-Market-GEM of
The Stock Exchange of Hong Kong Limited on [ / 1

Appendix 10
MODEL FORMS OF FORMAL NOTICE
Form B

For introductions

on

THEGROWTH ENTERPRISEMARKETGEM
OF THE STOCK EXCHANGE OF HONG KONG LIMITED

Copies of the listing document required by the Rules Governing the Listing of Securities on Fhe
Growth-Enterprise-Market- GEM of The Stock Exchange of Hong Kong Limited are available, for
information purposes only, from the Sponsor at [ ] for a period of 14 days from the date of this
Notice.
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Application has been made to The Stock Exchange of Hong Kong Limited for the listing of and
permission to deal in the above securities. Dealings in the above securities are expected to

commence on %&GFGMF!—EH%GFBHSG—M&FK@I—GEM of The Stock Exchange of Hong Kong Limited

Appendix 10
MODEL FORMS OF FORMAL NOTICE
Form C

For placings

on

FHEGROWHHENTERPRISEMARKETGEM
OF THE STOCK EXCHANGE OF HONG KONG LIMITED

Copies of the listing document required by the Rules Governing the Listing of Securities on the

Growth—EnterpriseMarket-GEM of The Stock Exchange of Hong Kong Limited together with
application forms are available during normal office hours up to and including [ / 1

from:

Application has been made to The Stock Exchange of Hong Kong Limited for the listing of and
permission to deal in the [securities] [the whole of the ordinary share capital of XYZ Limited,
issued and to be issued] as described in the listing document. Dealings are expected to

commence on iliheLGFewm—EnJEerHs&M&mepGEM of The Stock Exchange of Hong Kong Limited

Appendix 10
MODEL FORMS OF FORMAL NOTICE
Form D

FOR DEBT ISSUES TO PROFESSIONAL INVESTORS ONLY

NOTICE OF LISTING ON
FHE-GROWHH-ENTERPRISEMARKEFGEM OF
THE STOCK EXCHANGE OF HONG KONG LIMITED
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Application has been made to The Stock Exchange of Hong Kong Limited for the listing of and
permission to deal in [$ aggregate nominal amount] [Issuer] [Bonds] (guaranteed by [ ]) “the
[Bonds]” as described in the Listing Document and such permission to deal in the Bonds on Fhe

Growth-Enterprise-Market-GEM of The Stock Exchange of Hong Kong Limited is expected to
become effective on [ / / 1.

Appendix 13

INDEPENDENT FINANCIAL ADVISER’S DECLARATION
RELATING TO INDEPENDENCE

__________________________________________ , are the independent financial adviser (the “Firm”) appointed by
(the “Company”) under rule 17.47(6)(b)/ rule 24.05(6)(a)(ii) [cross out whichever is not
applicable] of the Rules Governing the Listing of Securities on Grewth-Enterprise-Market GEM
of The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”) and have offices
located at

Appendix 14

INDEPENDENT FINANCIAL ADVISER’S UNDERTAKING

We, — , are  the  independent financial adviser appointed
DY (the “Company”) under rule 17.47(6)(b)/ rule 24.05(6)(a)(ii)
[cross out Whlchever is not applicable] of the Rules Governing the Listing of Securities on

GEM of The Stock Exchange of Hong Kong Limited (the “GEM
Listing Rules”) and have offices located at
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APPENDIX IV  AMENDMENTS TO MAIN BOARD LISTING RULES

Chapter 1
GENERAL

INTERPRETATION

For the avoidance of doubt, the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited apply only to matters related to those securities and issuers with securities
listed on the stock market operated by the Exchange other than the—Growth—Enterprise
Market"*GEM3). This stock market is defined as the “Main Board” in the Rules Governing the
Listing of Securities on the-Growth-Enterprise-MarketGEM of The Stock Exchange of Hong Kong
Limited (the “GEM Listing Rules”). All matters related to GEM and securities and issuers with
securities listed on GEM are governed by the GEM Listing Rules.

1.01 Throughout these Rules, the following terms, except where the context otherwise requires,

2A.05

have the following meanings:

“new applicant” in the case of equity securities means an applicant for listing none of

whose equity securities are already listed and in the case of debt
securities means an applicant for listing none of whose equity or
debt securities are already listed,_it also includes a GEM transfer
applicant applying to transfer the listing of its securities from GEM to
the Main Board

Chapter 2A
GENERAL

COMPOSITION, POWERS, FUNCTIONS AND PROCEDURES OF
THE LISTING COMMITTEE,
THE LISTING APPEALS COMMITTEE AND THE LISTING DIVISION

Subject to rule 2A.05A and rule 2A.05B, every application for listing—{including—a
transfer—of-listing—from—GEM-to-theMain—Beard) by a new applicant should be
submitted to the Listing Division which may reject it or recommend #-the Listing
Committee to approve or reject it. However, the Listing Committee has reserved te

for itself the power to approve all applications for listing {including-transfer-of-listing
from-GEM-to-the MainBeard) from a new applicant and this means that even if such

an application is recommended by the Executive Director — Listing or the Chief
Executive of the Exchange, it must still be approved by the Listing Committee. The
Listing Committee may at the request of the Listing Division give an “in principle”
approval, that a particular issuer or its business, or a particular type of security is
suitable for listing, at an early stage in the application process (but will again
consider the full application after the Listing Division has processed it). Otherwise
the Listing Committee will not consider an application from a new applicant until the
Listing Division has processed the application. If the Listing Committee approves a
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2A.17

2A.28

2B.11

listing the Listing Division will normally issue a notification of approval in principle,
and then issue a formal approval letter, in due course.

Composition of the Listing Committee

(3) the Chief Executive of HKEC acting as ex officio non-voting member.

Conduct of Meetings of the Listing Committee

The Listing Committee shall meet for the despatch of business, adjourn and
otherwise regulate its meetings in accordance with the provisions of the rules made
by the Board for this purpose, including rules governing members’ conflicts of
interest, subject to the provisions of this rule 2A.28. The quorum necessary for the
transaction of any business by the Listing Committee shall be five members present

in person The Chlef Executlve of HKEC may—be—eeanted—m—the—querum—ter—a

the—l:tstmg—@em;mtte&ts—under—wnl not attend meetlnqs of the Llstlnq Commlttee at

which the Listing Committee is determining a matter in the first instance or on review

pursuant to any d|SC|pI|nary proceedlngs Ihe—Ghtet—Beeeutwe—ef—HKEG—may—attend

Gemmtttee—er—te—vete—en—sueh—matte#& At any meeting heId to review an earller
decision of the Listing Committee pursuant to any disciplinary proceedings, all of the
members present at the second meeting must be persons who were not present at
the first meeting.

Chapter 2B
GENERAL

REVIEW PROCEDURE

Conduct of review hearing
)
2

3) The Chief Executive of HKEC may-be-counted-in-the-guorum-fora-meeting-of
the-Listing—Committee(including—a—meeting—will not attend meetings of the

Listing Committee at which the Listing Committee is determining a matter in
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the flrst |nstance)—exeepuhauqeshalmepbe4;e£m¥ed—wth&quemm¢epk5tmg

Chapter 8
EQUITY SECURITIES

QUALIFICATIONS FOR LISTING

8.08 There must be an open market in the securities for which listing is sought. This will
normally mean that:-

1 @

(b) where an issuer has one class of securities or more apart from the class of
securities for which listing is sought, the total securities of the issuer held by
the public (on all regulated market(s) including the Exchange) at the time of
listing must be at least 25% of the issuer’s total number of issued shares.
However, the class of securities for which listing is sought must not be less
than 15% of the issuer’s total number of issued shares, having an expected
market capitalisation at the time of Ilisting of not less than
HK$56,000,600125,000,000.

8.09 (1) The expected market capitalisation at the time of listing of the securities of a new
applicant which are held by the public (see rule 8.24) in accordance with rule
8.08(1) must be at least HK$50,000,000HK$125,000,000.

(2) The expected market capitalisation of a new applicant at the time of listing must be
at least HK$2006,000,000HK$500,000,000 which shall be calculated on the basis of
all issued shares (including the class of securities for which listing is sought and
such other class(es) of securities, if any, that are either unlisted or listed on other
regulated market(s)) of the new applicant at the time of listing.

Chapter 9
EQUITY SECURITIES
APPLICATION PROCEDURES AND REQUIREMENTS

Preliminary
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9.01

9.23

This Chapter sets out the procedures and requirements for applications for the listing
of eqwty securltles whether by new appllcants or by Ilsted issuers. lhls—ehap&er—elees

The following documents must be submitted to the Exchange before dealings
commence:-

1)
()

(b) a list from each placing broker setting out the names, addresses and
identity cards or passport numbers (ir-the—ease—efif individuals) and the
names, addresses and business registration numbers (in—the—ease—ofif
companies) of all its placees, the names and addresses of the beneficial
owners of the securities (in the case of nominee companies) and the

amounts taken up by each of its placees.—Such-lists—maybe-supplied
directly to-the Exchange-by—eachplacing—broker—in—order-to-—maintain
dontiality

Chapter 9A

TRANSFER OF LISTING FROM GEM TO MAIN BOARD

Preliminary

9A.01A An “Eligible Issuer” is entitled to a transitional period of three years from [insert date] to

9A.02

[insert date], both dates inclusive (“Transitional Period”) to apply for a transfer of

listing of its securities from GEM to the Main Board in accordance with the transitional

arrangements set out in Appendix 28. Eligible Issuers include:

1)
(2

all issuers listed on GEM as at 16 June 2017; and

all GEM applicants who have submitted a valid listing application for listing on GEM
as at 16 June 2017 and subsequently listed on GEM pursuant to such application
or a renewal of such application.

Qualifications for transfer

An-issuer-A GEM transfer applicant may apply for a transfer of listing of its securities
from GEM to the Main Board if:

(1)

it meets all the qualifications for listing on the Main Board set out in the Exchange

Listing Rulesr—subjectto-the-exceptions-setoutinrule 9A-03;

Note: In order to be listed on the Main Board, the applicant must continue to
meet the qualifications referred to in rule 9A.02(1) up to the
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commencement of dealings in its securities on the Main Board.

(2) enee-it complieds with GEM rule 18.03 in respect of its financial results for the first
full financial year commencing after the date of its initial listing; and

(3) inthe 12 months preceding the transfer application and until the commencement
of dealings in its securities on the Main Board, it has not been the subject of any
disciplinary investigation by the Exchange in relation to a serious breach or
potentially serious breach of any GEM Listing Rules or Exchange Listing Rules.

9A.03

QhapteHThe foIIowmg hsnng—%ﬂmea%@ns—and—dlselewpe—rewﬁemems—modlﬂcatlons
do-net-apply to a transfer of listing from GEM to the Main Board:—

(1A) no requirement for the publication of a Post Hearing Information Pack under rule
12.01B; and

(1B) no requirement for the submission of the documents under rules 9.11 (17a) and

9.11(30).

(1) a

(2) a

3)

9A.04 | I' ﬁ F FI' . | hi | . ing

9A.05
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9A.08

Q0
503
tl

BsuepssharesaHhe—Mam—Beardﬁaree*peeted%eemmenee—[Repealed [lnsert date]]

9A.09
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9A.12

9A.13

Effect of transfer

Unless otherwise directed by the Exchange, an issuer that successfully transfers from
GEM to the Main Board under this Chapter need not re-comply with the continuing
obligations under Chapter 3, 3A, 4, 13, 14, 14A or 17 to the extent:—

The continuous requirement relating to the appointment of a Compliance Adviser for the
period specified in GEM rule 6A.19 will survive an issuer’s transfer to the Main Board.
Where the transfer takes effect before the expiry of the requirement under GEM rule
6A.19, this GEM requirement will continue for any remaining term notwithstanding that
the issuer had been transferred to and listed on the Main Board. The requirement
under rule 3A.19 is not applicable in-the-case-ofto a GEM transfer applicantlisted-issuer

Chapter 10
EQUITY SECURITIES

RESTRICTIONS ON PURCHASE AND SUBSCRIPTION
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10.07

10.08

11.04

12.05

(4) The provisions of 10.07(1)(a) and (b) shall not apply to an issuer that has
successfully transferred its listing from GEM to the Main Board pursuant to
Chapter 9A, provided that any plan by the controlling shareholders of the issuer to
dispose of, or enter into any agreement to dispose of or otherwise create any
options, rights, interests or encumbrances in respect of, any of those securities of
the issuer has been prominently disclosed in the listing document.

No further issues of securities within 6 months of listing

(5) the issue of shares or securities to be traded on the Main Board by a listed issuer
that has successfully transferred its listing from GEM to the Main Board pursuant
to Chapter 9A, provided that any plan to raise funds within _six months from the
date of the transfer of the issuer’s listing to the Main Board has been prominently
disclosed in the listing document.

Chapter 11
EQUITY SECURITIES

LISTING DOCUMENTS

The methods of listing required by these Exchange Listing Rules to be supported by a
listing document are:—

(4) introduction_ which includes a transfer of listing from GEM to the Main Board;

Chapter 12

EQUITY SECURITIES

Model forms of formal notices for offers for subscription or sale, placings and introductions
or transfers from GEM to the Main Board are set out in Appendix 11 for the guidance of

issuers. Issuers are reminded that where a prospectus has been registered with the
Registrar of Companies pursuant to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, every formal notice must comply with Section 38B of that Ordinance.
The Stock Exchange of Hong Kong Limited
Practice Note 15
to the Rules Governing the Listing of Securities

(the “Exchange Listing Rules”)
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Issued pursuant to rule 1.06 of the Exchange Listing Rules

3. Principles

(&) Newco to satisfy basic listing criteria

Where the entity (“Newco”) to be spun-off by the existing issuer (“Parent”) is to be listed

on the stock market operated by the Exchange other than the-Growth-Enterprise-Market
GEM, it must satisfy all requirements of the Exchange Listing Rules falling on new

listing applicants, including the basic listing criteria contained in Chapter 8 of the
Exchange Listing Rules.

Appendix 5
B 8% 1

Declaration and Undertaking with regard to Directors
EENERRIEE

Form B

BR1&

Notes: (1)
Mzt

(3) [Repealed [insert date]]

Appendix 5
Lhg5 Sl

Declaration and Undertaking with regard to Directors of an Issuer
incorporated in the People’s Republic of China (“PRC”)

EPEARHEME ( "PE . ) FEMKIIAIETARN
EENEIAREE

Form H
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H &R1&

Notes: (1)

W

3) [Repealed [lnsert date]]Ihe—spenseps—eemﬁea#en—dee%;et—need—te—beeeemp#eted

Appendix 5

Formal Application
for Transfer of Listing of Equity Securities

from the-Growth-Enterprise-MarketGEM to the Main Board
(for Eligible Issuers under Appendix 28)

Form J

This form must be duly completed and lodged in compliance with the provisions of-Chapter-9A

Appendix 28.

Dear Sir,

L We . [Limited] hereby-are instructed
by .oiiinn [Limited] to apply for the listing of and for permission to deal in the securities

referred to in paragraph 3 below subject to the listing rules of The Stock Exchange of Hong
Kong Limited entitled “Rules Governing the Listing of Securities” (the “Listing Rules”). (Note 1)

The securities for which application is now made are proposed to be listed by way of transfer

of listing from the-Grewth-Enterprise-Market-GEM to the Main Board.

So far as is known, or can be ascertained after reasonable enquiry, by the directors of the
issuer, the undermentioned is/ are substantial shareholder(s) of the company or of its holding
company (Note 2):—

Extent of holding and
Name Address which company

The following are the directors, chief executive and secretary of the issuer (Note 2).
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Yours faithfully

Name:
for and on behalf of
[Sponsor’'s name]

[Note 3]

ISSUER’S SOLE UNDERTAKING

We, . .......... ... ... ... Limited, undertake to comply with the Listing Rules from
time to time so far as applicable to the issuer.

ISSUER'S AUTHORISATION FOR FILING WITH THE COMMISSION

We are required to file copies of our application with the Securities and Futures Commission
(“SFC”) under section 5(1) of the Securities and Futures (Stock Market Listing) Rules (“Rules”).

Under section 5(2) of the Rules, we hereby authorise the Exchange to file all materials with
the SFC on our behalf as and when we file them with the Exchange. If our securities become
listed on the Exchange, we will be required to file copies of certain _announcements,
statements, circulars, or other documents made or issued by us or on our behalf to the public
or to holders of our securities with the SFC under sections 7(1) and (2) of the Rules. Under
section 7(3) of the Rules, we hereby authorise the Exchange to file all such documents with
the SFC on our behalf as and when we file them with the Exchange.
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All documents aforementioned shall be filed with the Exchange in such manner and number of
copies as the Exchange may from time to time prescribe.

In this letter, “application” has the meaning ascribed to it under section 2 of the Rules.

This authorisation 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, we undertake to execute such documents in favour of the
Exchange perfecting the above authorisation as the Exchange may reguire.

Yours faithfully,

Name:

Director, for and on behalf of
[Issuer's Name]

(Note 34)

NOTES
Note 1

Note 2

Note 3 This form must-be-signed-by-a-duly-autherised-director-of the-issuer—is to be signed by the
sponsor’s Principal(s) who act(s) as the supervisor(s) of the Transaction Team (as defined
in the SFC Sponsor Provisions) undertaking the listing assignment on behalf of the sponsor.
However, regardless of who signs this form on behalf of the sponsor, the Management (as
defined in the SFC Sponsor Provisions) of the sponsor will be ultimately responsible for
supervision of the work carried out by the sponsor firm and quality assurance in respect of
that work. The Exchange reminds sponsors of their obligations to have effective internal
systems and controls and proper supervision and oversight including those obligations
under the SFEC Sponsor Provisions.

Note 4 This form must be signed by a duly authorised director of the issuer.

Appendix 5

Declaration of Directors and Supervisors with Regard
to a Transfer of Listing From GEM to the Main Board
(for Eligible Issuers under Appendix 28)

Form K

The undersigned jointly and individually declare to the best of our knowledge, information and belief
that all pre-conditions for a transfer of listing from the-Growth-Enterprise-MarketGEM to the Main
Board of The Stock Exchange of Hong Kong Limited as specified under Shapter 9AAppendix 28 of
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited have,
insofar as applicable, been fulfilled in relation to the Issuer and the securities of the Issuer.
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1.

Appendix 8

Listing Fees, Transaction Levies and Trading Fees
on New Issues and Brokerage

Initial Listing Fee

(3)

Appendix 11

Form B
MODEL FORM OF FORMAL NOTICE

[FOR INTRODUCTIONS] [TRANSFERS FROM GEM TO THE MAIN BOARD]

[XYZ Limited]
(incorporated in [Hong Kong] under the [Companies Ordinance]
(Stock code on Main Board: xxxx)
[(Stock code on GEM: xxxx)]

Notice of the [INTRODUCTION] [TRANSFER FROM GEM TO THE MAIN BOARD]

Financial Adviser[&-Sponsor]

Copies of the listing document required by the Listing Rules of The Stock Exchange of Hong Kong
Limited are available for information purposes only from the Sponsorkinancial-Adviser at [ ] for a
period of [14] days from the date of this Notice.

Appendix 19

SPONSOR’S DECLARATION
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(b)

(i) the Company is in compliance with all the conditions in Chapter 8 of the Exchange
Listing Rules (except to the extent that compliance with those rules has been waived
by the Exchange in writing or are not applicable);

Appendix 28

TRANSITIONAL ARRANGEMENTS
FOR ELIGIBLE ISSUERS

(see rule 9A.01A)

Purpose

1. This Appendix sets out the transitional arrangements (“Transitional Arrangements”) for an
Eligible Issuer applying for a transfer of its listing from GEM to the Main Board during the
Transitional Period. Such transfer is referred to as an “Eligible Transfer”.

General

2. Any GEM transfer application filed by an Eligible Issuer after the end of the Transitional Period
must comply with Chapter 9A of the Exchange Listing Rules.

3.  Application for an Eligible Transfer shall be approved by the Listing Committee as set out in
rule 2A.05, subject to the relevant review powers.

Appointment of Sponsor

4.  An Eligible Issuer must appoint a sponsor to conduct due diligence in connection with its
Eligible Transfer as follows:

(1) for an Eligible Issuer which has changed its principal businesses and/ or controlling
shareholder(s) since listing on GEM, the sponsor’s due diligence must be conducted on
the information in the Eligible Issuer’s listing document and its activities as if it were a
new listing applicant; and

(2) for an Eligible Issuer which did not experience changes described in paragraph 4(1)
above:

(a) __in the case of an Eligible Issuer which is not an infrastructure company, a mineral
company or_an_investment company to which any of rules 8.05B(1) and (2),
Chapter 18 or Chapter 21 apply, the sponsor’s due diligence must be conducted
on the information in the Eligible Issuer’s transfer announcement and its activities
for the most recent full financial year and up to the date of its announcement; or

(b) in the case of an Eligible Issuer which is an infrastructure company, a mineral
company or an investment company to which any of rules 8.05B(1) and (2),
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Chapter 18 or Chapter 21 apply, a listing document is required (see paragraph 9)
and the sponsor's due diligence must be conducted on the information in the
Eligible Issuer’s listing document and its activities for the most recent full financial
year and up to the date of its listing document.

Sponsors must conduct due diligence in accordance with the standards expected of sponsors

under the SFC Sponsor Provisions and the principles set out in paragraph 2 of Practice Note

21.

Note: References to “listing document” in paragraph 2 of Practice Note 21 and Appendix 19

shall mean references to an Eligible Transfer announcement, where applicable.

Qualifications for an Eligible Transfer

6.

|~

An Eligible Issuer may apply for an Eligible Transfer if:

1)

it meets all the qualifications for listing on the Main Board set out in the Exchange Listing
Rules, except as modified by paragraph 7;

Note: In order to be listed on the Main Board, the Eligible Issuer must continue to meet
the qualifications referred to in paragraph 6(1) up to the commencement of
dealings in its securities on the Main Board.

it complied with GEM rule 18.03 in respect of its financial results for the first full financial
year commencing after the date of its initial listing; and

in _the 12 months preceding the Eligible Transfer application and until the
commencement of dealings in its securities on the Main Board, it has not been the
subject of any disciplinary investigation by the Exchange in relation to a serious breach
or potentially serious breach of any GEM Listing Rules or Exchange Listing Rules.

The following requirements apply to an Eligible Transfer:

1

an _Eligible Issuer does not need to comply with rules 8.09(1) and 8.09(2). Instead, it
must have, at the time of listing, an expected market capitalisation of at least:

(a)  HK$200,000,000 which shall be calculated on the basis of all its issued shares
(including the class of securities for which listing is sought and such other class(es)
of securities, if any, that are either unlisted or listed on other requlated market(s));
and

(b)  HK$50,000,000 for securities held by the public (see rule 8.24) in accordance with
rule 8.08(1);

an_Eligible Issuer does not need to comply with rule 8.08(1)(b). Instead, where an
Eligible Issuer has one class of securities or more apart from the class of securities for
which listing is sought, the total securities for the Eligible Issuer held by the public (on all
requlated market(s) including the Exchange) at the time of listing must be at least 25%
of the Eligible Issuer’s total number of issued shares. However, the class of securities
for which listing is sought must not be less than 15% of the issuer’s total number of
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issued shares, having an expected market capitalisation at the time of listing of no less
than HK$50,000,000; and

(3) the initial listing fee will be 50% less than the scaled fees set out in paragraph 1(1) of
Appendix 8.

Publication Requirements

8. An_Eligible Issuer which has not changed its principal businesses and controlling
shareholder(s) since listing on GEM and is not an infrastructure company, a mineral company
or an investment company does not need to comply with:

(1) all requirements in Chapters 9, 11 and 12; and
(2) rule 8.06 relating to the latest financial period reported on by the reporting accountants.

9. An_Eligible Issuer which has changed its principal businesses and/ or controlling
shareholder(s) since listing on GEM or is an infrastructure company, a mineral company or
an investment company must issue, publish and, where applicable, distribute:

(1) an Application Proof in compliance with Practice Note 22;
(2) aformal notice in the form set out in Form B in Appendix 11; and
(3) alisting document in compliance with Chapter 11.
10. An Eligible Issuer which falls under paragraph 8 must issue and publish an announcement

which contains at least the following information:

(1) 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.”;

(2) a statement of responsibility and confirmation on the part of the directors in the form
set out in paragraph 2 of Appendix 1, Part A (where the issuer is to be listed under
Chapter 21, the statement of responsibility must also be given by the persons set out

in rule 21.10);

(3) a statement confirming that all applicable pre-conditions for an Eligible Transfer,
insofar as applicable, have been fulfilled in relation to the Eligible Issuer and its
securities;

(4) the reasons for the transfer of listing;

(5) a concise update of the Eligible Issuer’s affairs during the most recent full financial
year and up to the date of the announcement (the “relevant period”) and covering the
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(6)

following key areas:-

(a) amanagement discussion and analysis of its performance in the most recent full
financial year;

(b) a business update of the Eligible Issuer during the relevant period, including
major developments, highlights and the latest status;

(c) material changes since the end of the most recent full financial year (if any);

(d) other material information during the trading record period and up to the date of
the announcement, including non-compliances, shareholding or management
changes, or relevant requlatory or industry developments; and

(e) any other material information identified during the due diligence process;

a statement that the following documents are available for viewing on the Exchange’s

(1)

website and the Eligible Issuer's own website, giving details as to where on these
websites such documents are to be found (to the fullest extent known at the time of
publication of the announcement):

(@) the Eligible Issuer's published directors’ report and annual accounts for the
latest financial year,

(b) the Eligible Issuer’s latest half-year report or summary half-year report (if any)
and (if more recent) the latest quarterly report,

(c) the Eligible Issuer’s constitutional documents;

(d) any prospectuses and circulars to shareholders issued by the Eligible Issuer in
the immediately preceding full financial year (if any); and

(e) announcements and other corporate communications as required under the
Exchange Listing Rules;

a statement that approval has been granted by the Exchange for the Eligible Issuer’'s

(8)

securities to be listed on the Main Board and de-listed from GEM, together with the
date on which dealings will commence on the Main Board and terminate on GEM;

the Eligible Issuer’s respective stock codes on the Main Board and GEM;

(9)

a_ statement that subject to continued compliance with the stock admission

(10)

requirements of HKSCC, the relevant securities will continue to be accepted as
eligible securities by HKSCC for deposit, clearance and settlement in CCASS once
dealings in the relevant securities on the Main Board commence, and that all activities
under CCASS are subject to the General Rules of the CCASS and CCASS
Operational Procedures in effect from time to time;

if applicable, a statement that the listing of any options, warrants or similar rights or

convertible equity securities issued by the Eligible Issuer will also be transferred to the
Main Board pursuant to rule 9A.10, accompanied by information on the nature of the
shares offered by way of conversion, exchange or subscription, the rights attaching

APP IV - 18



(11)

thereto, the conditions of and procedures for conversion, exchange or subscription
and details of the circumstances in which they may be amended;

if applicable, the information required under rules 8.10(1) and (2) to be disclosed in a

(12)

listing document, in relation to any competing or potentially competing business of a
controlling shareholder or director of the Eligible Issuer;

the name of each director of the Eligible Issuer as required under rule 2.14; and

(13)

such other information as directed by the Exchange to be included.

The announcement referred to in paragraph 10 above must be published in accordance

with rule 2.07C as soon as reasonably practicable and in any event not later than one

business day after the Eligible Issuer has received from the Exchange formal in-principle

approval for the Eligible Transfer and at least 5 clear business days before the intended

date dealings in the Eligible Issuer’s shares on the Main Board are expected to commence.

Documentary Reqguirements

12.

An Eligible Issuer which falls under paragraph 8 shall submit to the Exchange the following

documents:

1)

2

[©

[=

[©

SIS

[e2

a formal application for listing in the form set out in Form J in Appendix 5, signed by a
duly authorised director of the Eligible Issuer and the sponsor;

a declaration in the form set out in Form K in Appendix 5, signed by every director and
supervisor (if any) of the Eligible Issuer confirming and declaring compliance with all the
requirements for an Eligible Transfer;

an undertaking and statement of independence under rule 3A.03 in the form in Appendix
17 duly signed on the sponsor’s behalf;

a checklist prescribed by the Exchange from time to time duly completed and signed by
every director and supervisor (if any) and the sponsor of the Eligible Issuer;

advanced draft document required to be published by an Eligible Issuer under
paragraph 10 above;

the initial listing fee payable;

the declaration and undertaking set out in rule 9.11(38) duly signed by each director/
supervisor and proposed director/ supervisor;

where shareholders’ board or regulatory approval is required for the Eligible Transfer
(whether under the Eligible Issuer’s constitutional documents or applicable laws or
requlations or otherwise), a copy of the relevant approval(s) or resolutions;

a written confirmation by the sponsor in compliance with rules 8.21A(1)(a) and
8.21A(1)(b), together with relevant supporting information, to the Exchange;

Note: Supporting information for the purpose of paragraph 12(9) typically includes cash
flow forecast memoranda, profit forecasts and written statements from persons or
institutions providing finance.
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(10) each sponsor must submit to the Exchange a declaration set out in Appendix 19 as soon
as practicable after the Listing Committee’s hearing of the Eligible Transfer application
but on or before the date of issue of the Eligible Transfer announcement.

13. An_ Eligible Issuer which has changed its principal businesses and/ or controlling
shareholder(s) since listing on GEM or is an infrastructure company, a mineral company or an
investment company must follow the application procedures and requirements under Chapter
9 (save for rules 9.11(17a) and 9.11(30)).

14. An application for an Eligible Transfer will not be presented to the Listing Committee for

approval until all the documents and fees required under paragraphs 12 and 13 have been
duly received by the Exchange.

Effect of an Eligible Transfer

15.

Rules 9A.10 to 9A.12 apply to an Eligible Transfer.

16.

The continuous requirement relating to the appointment of a Compliance Adviser for the

period specified in GEM rule 6A.19 will survive an Eligible Transfer. Where the Eligible
Transfer takes effect before the expiry of the requirement under GEM rule 6A.19, this GEM
requirement will continue for any remaining term notwithstanding that the Eligible Issuer had
been transferred to and listed on the Main Board. The requirement under rule 3A.19 on the
appointment of a Compliance Adviser is not applicable to an Eligible Transfer.
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APPENDIX 'V LIST OF RESPONDENTS

INSTITUTIONS

Market practitioners

1.

oA wWN

7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.to 31.

Addleshaw Goddard (Hong Kong) LLP (on behalf of (a) 14 market practitioners - CLC
International Limited, Convoy Capital Hong Kong Limited, Dakin Capital Limited, Euto
Capital Partners Limited, Ever-Long Securities Company Limited, Frontpage Capital
Limited, Gransing Securities Co., Limited, Huabang Corporate Finance Limited, Kingston
Corporate Finance Limited, Messis Capital Limited, Red Sun Capital Limited, TC Capital
International Limited, VC Capital Limited and WAG Worldsec Corporate Finance Limited;
and (b) six individuals - Chan Hi Kit, Chan Chuk Cheung lvan, How Sze Ming, Lo Wing
Shing Steven, Tai Kwok Leung Alexander and Wan Joseph Jason)

Ballas Capital Limited

BDO Limited

C&T Partners (submission provided in Chinese)

Central China International Capital Limited

Charltons (on behalf of Anglo Chinese Corporate Finance Limited, Quam Capital Limited
and Somerley Capital Limited)

Deacons

Ernst & Young

Grandall Law Firm (submission provided in Chinese)

Greater China Assets Services Limited

Guosen Securities (HK) Capital Company Limited (submission provided in Chinese)
Heungkong Financial Group

KPMG

Latham & Watkins

Linklaters

PricewaterhouseCoopers

Shenwan Hongyuan Capital (H.K.) Limited

SHINEWING (HK) CPA Limited

Slaughter and May

Yunfeng Financial Group

11 market practitioners (name not disclosed at respondents’ request)

Professional bodies and industry associations

32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.

43.
44,
45.
46.
47.

48. to 49.

ACCA Hong Kong

Asia Securities Industry & Financial Markets Association

The British Chamber of Commerce in Hong Kong

California State Teachers’ Retirement System

The Chamber of Hong Kong Listed Companies

CMA Australia

Frost & Sullivan International Limited (submission provided in Chinese)

FTSE Russell

Hong Kong Institute of Certified Public Accountants

The Hong Kong Institute of Chartered Secretaries

Hong Kong Professionals and Senior Executive Association (submission provided in
Chinese)

Hong Kong Securities Association (submission provided in Chinese)

The Hong Kong Society of Financial Analysts

The Institute of Securities Dealers (submission provided in Chinese)

The Law Society of Hong Kong

The Listed Companies Council, Hong Kong Chinese Enterprises Association (submission
provided in Chinese)

2 professional bodies and industrial associations (name not disclosed at respondents’
request)
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Listed issuers

50. Altus Holdings Limited, A. Plus Group Holdings Limited and GME Group Holdings Limited
(joint submission)

51. Easy Repay Finance & Investment Limited (submission provided in Chinese)

52. HMV Digital China Group (submission provided in Chinese)

53. Pizu Group Holdings Limited (submission provided in Chinese)

54. to 59. 6 listed issuers (name not disclosed at respondents’ request)

Others

60. Business and Professionals Alliance for Hong Kong (submission provided in Chinese)

61. CompliancePlus Consulting Limited

62. Computershare Hong Kong Investors Services Limited

63. Financial Services Development Council, Hong Kong

64. Lab in Hong Kong (submission provided in Chinese)

65. TLX Inc.

66. Webb-site Reports

67.to 78. 12 other respondents (name not disclosed at respondents’ request)

INDIVIDUALS

Corporate finance staff

79. Mr. Alvin H. Y. Leung

80. Mr. Robin Fox

81. Mr. Wong Chun Yee

82. 1 corporate finance staff (name not disclosed at respondents’ request)

Investment management staff

83. Mr. Anthony Cheung

Retail investors

84. Mr. Matthew Harrison

Listed company staff

85. Mr. Zhao Qilin (submission provided in Chinese)

86. to 88. 3 listed company staff (name not disclosed at respondents’ request)

Others

89. to 100. 12 other individual respondents (name not disclosed at respondents’ request)

APPYV -2



Hong Kong Exchanges and Clearing Limited
12/F, One International Finance Centre
1 Harbour View Street, Central, Hong Kong

info@hkex.com.hk
t: +852 2522 1122 f: +852 2295 3106
hkexgroup.com | hkex.com.hk



