IR

Viomentum

The Chamber of Hong Kong Listed Companies Magazine &8 £ 5 & & 5

INNLNINON
Winter 2020/21

Hong Kong Corporate Governance
Excellence Awards 2020
Prestigious CHKLC Awards
Recognise Forward-looking

Board Policies,

Corporate Citizenship= =S85

=3
2020 EBELH
EREliIg
EBRN\GEEERIR
A RIBREEARER

ANIZVOVIA STINVINOD A3LSIT ONOY ONOH 40 H3FINVHD IHL |£] L2/02802 H3LNIM

BETUTHHE

223

Increased Main Board Profit Requirement Will Exclude Small Businesses
from the IPO Market; GEM not a Viable Option

FIRASBNEEDS/ N BEERNBIREENLFEEEMSEZN | GEMIETITEIR
Insights into Trading Suspension and Resumptions of Listed Company
ER LA TSR e

2021 Hong Kong Economic Outlook: A Year to Recuperate
2021 FEBIEERE - KEERZE

C

¢+ Facilitate Communication ¢ Strengthen Understanding ¢ Promote Corporate Governance ¢ Create Opportunities ¢




THE GULFSTREAM
DIFFERENCE

Your mission is our inspiration. Every investment we
make—in advanced technology, precision manufacturing

and worldwide customer support—is an investment in you.

&
Gulfstream

A General Dynamics Company



Viomentum

The Chamber of Hong Kong Listed Companies Magazine

Chairman: K L Wong
Deputy Chairman: Eirene Yeung
Vice Chairmen: Li Mingguang, John Ho, Sandy Yung

02
04
06

13

16

20

24

28

33

38

Editorial Committee: Mike Wong, Vincent Kwan, Karina Leung, Chris Davis

Published by: The Chamber of Hong Kong Listed Companies

Room 3710, 37th Floor, Hopewell Centre, 183 Queen'’s Road East, Wanchai, Hong Kong

Tel: (852) 2970 0886

Email: info@chklc.org

Production by: Ninehills Media Limited
Level 12, Infinitus Plaza, 199 Des Voeux Road, Sheung Wan, Hong Kong
Tel: (852) 3796 3060 Fax: (852) 3020 7442

Email: enquiries@ninehillsmedia.com  Website: www.ninehillsmedia.com

Editor: Chris Davis
Email: chris@ninehillsmedia.com

Fax: (852) 2970 0555
Website: www.chklc.org

Editorial support: Paul Davis
Email: paul@ninehillsmedia.com

Advertising Sales Tel: (852) 3796 3060
Jennifer Luk

Frank Paul Email: frank@mneh\Hsmed\a com
Karina Leung at CHKLC Secretariat (For CHKLC members)

Tel: (852) 2970 0886 Email: karinaleung@chklc.org
Design: Portia Le

Email: portia@ninehillsmedia.com

ISSN 1758-244X

Email: jennifer@ninehillsmedia.com

Winter 2020721 | /R

BB LM ROEE M

Chairman’s Message EEZE
Editor's Column #mEERYEE
Cover Story $IEIMNEE

Hong Kong Corporate Governance Excellence Awards 2020
Prestigious CHKLC Awards Recognise Forward-looking Board Policies,
Corporate Citizenship

2020FEEB AT E A=

ERNTIESERFENRITRBREFARER

Talking Points S5

Increased Main Board Profit Requirement Will Exclude Small Businesses
from the IPO Market; GEM not a Viable Option

FGASENRES/) BEERIREENARREMSZN  GEMIFFTEIR

Corporate Tips I TE5EER 1
Insights into Trading Suspension and Resumptions of Listed Company
BER LA DEEREMZH
Corporate Tips I (EZEER 11
Using E-proxy to Empower Shareholders
EFEEARKRFRIRRER

Economic Insights ﬁ?i-‘é/%“if?ﬁ

2021 Hong Kong Economic Outlook: A Year to Recuperate

20N FEBIEERE - NBERZE

Member in the Spotlight B E58 £

Governance and Sustainability the Key to Creating Shared Value

— An Interview with Mr Daryl Ng, Deputy Chairman, Sino Land Company Limited
SMEFREARIFFEERARIEE

— EENEEBRATEERBENRTE

FRA Column 1SS B REENREZEZEH

Profit Test for Listing on Main Board of Hong Kong Stock Exchange (HKEX)
Under the Listing Rules

(LSRR HEEEERSHER SR
In Review / Past Activities & E) ;R

B TR

xR %%ﬁ

BIBEIER : 15
'JIIr'E A H,E/

B8 : =0

BLHE

» Chris Davis

NSl
FEEAREHR1835EEFHINI7IEI710=E

: (852) 2970 0886

: info@chklc.org

§zﬂ5 Ninehills Media Limited

EI B RG99 R IR 51 212
# + (852) 3796 3060

: enquiries@ninehillsmedia.com

: Chris Davis

: chris@ninehillsmedia.com

’fﬁi}aﬁ}ﬁ RRTR

L ¢ paul@ninehillsmedia.com
FEHBWIEEM ¢ (852) 3796 3060

{BH : (852) 2970 0555
#8iE : www.chkle.org

BH:
i

(852) 3020 7442
www.ninehillsmedia.com

Jennifer Luk
Frank Paul

SR

T(852) 2970 0886
)\

E#[ : portia@ninehillsmedia.com

BEWEER (EERBEEH)

jennifer@ninehillsmedia.com
frank@ninehillsmedia.com

& : karinaleung@chklc.org

Momentum is the official magazine of The Chamber of Hong Kong Listed Companies (“the Chamber"). Copyright on all material is jointly owned by the Chamber and the respective authors. No part of Momentum may be reproduced or
transmitted in any form or by any means, including recording and photocopying without the written permission of the copyright holders, application for which should be addressed to the publisher. The Chamber does not accept liability

for any views, opinions, or advice given. Furth

Momentum (

{RHERGE ©

the contents do not necessarily reflect the views or opinions of the Chamber.

FAfZl

\EEEE MITEERILU




Chairman’s Message & 2=

Dear Members

-

(==t

| would like to take this opportunity to wish
you all a happy and healthy 2021 and an
auspicious Year of the Ox. In the Chinese
Zodiac, the Ox symbolises diligence and
strength. | hope everyone will continue to
work diligently in the new year to win the
battle against COVID-19 and that Hong
Kong will soon renew its strength as an
international city and an Asian financial hub.

The Chamber recently had the opportunity to make recommendations
to the Financial Secretary as he prepared the Government
budget for the coming year. We recommended to him that
the Hong Kong SAR Government should take advantage of
the current extremely low interest rates — or even the negative
interest rates in Euro and Yen - to issue special COVID bonds
and use the proceeds to provide financial aid to struggling
enterprises and individuals in order to trigger an economic
recovery. We reminded him that listed issuers are facing
tremendous business pressure and that financial relief to them
would be appropriate. Specifically, we recommended that the
Financial Secretary take the lead in working with organisations
which are less impacted by COVID-19 to provide temporary
financial relief to their clients and stakeholders. Our members
will benefit from this initiative if this latter recommendation is
adopted.

Hong Kong has faced unprecedented challenges in the past
two years. While we are beginning to see light at the end of the
tunnel as vaccines become available, the economy will take some
time to recover. Businesses will continue to operate in a difficult
environment. It is therefore imperative that we preserve our
economic strength and not deny growth opportunities to those
who need them. That is why the Chamber takes issue with the latest
HKEX's proposal to raise the Main Board profit requirement from
the present $50 million to a minimum of $125 million. This proposal
will have two negative impacts on our economy. Firstly, smaller
businesses will find it much harder to get a listing on the Exchange,
which means a major source of funding will be closed to them, thus
reducing their growth prospects. Secondly, the reduction of listing
activities will affect the corporate finance professionals who focus
on smaller businesses. They will be forced to downsize and that
will push up unemployment. Furthermore, the exclusion of smaller
businesses will make our stock market overly reliant on large caps
from the Mainland and New Economy players. This is not healthy as
it weakens market diversity and limits the choice for investors. We
have made a detailed submission to the HKEX stating our reasons of
objection. As we understand it, quite a number of other professional
associations are also against this new proposal. We therefore urge
the Exchange to give it some serious reconsideration.
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We believe that our market should move towards a disclosure-based HFERR - EEHEEABURERANEEHTE

regulatory regime. Companies should be allowed to list as long as o OBNATS SR EEETETRONIKEEK -
they fulfil prescribed conditions and abide by adequate disclosure n . L
requirements. The role of our regulators is not to make decisions on MEEE LD - BERBNABIRARREERE
what constitutes good or poor investment on behalf of investors but HHRESGB2E e ES N R
to uphold an effective enforcement and disciplinary regime to deter

and punish wrongdoings. With the ChiNext Board of the Shenzhen B - DU LERIEEZ AT - BB RIS RS PE]
Stock Exchange also adopting a registration-based IPO system that S i T 2 S R O T AR S R Y A SR
emphasises transparency and eases the burden for enterprises,

disclosure-based regimes are clearly a worldwide trend. Hong Kong il » WEHEBRARAESEINAREME - FBENEZ
must not fall behind.
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Yours sincerely

MEHE -
KL Wong
Chairman SHER
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Editor’s Column #REERVEE

As we enter 2021, Hong Kong, like the rest of the world, would have
preferred to have skipped the past 12 months — except, that is, for some
undoubted bright spots. For example, as our Cover Story highlights, the
much-anticipated Chamber of Hong Kong Listed Companies (CHKLC)
annual Hong Kong Corporate Governance Excellence Awards 2020,
underscored that despite a challenging year, Hong Kong listed companies
continue to exhibit exceptional leadership in the area of governance
to ensure protection and long-term value to all of their stakeholders.

Speaking at the awards ceremony, held for the first time as a combined
hybrid webcast and physical event due to social distancing obligations,
CHKLC Chairman Mr KL Wong noted that companies that adopt
strong corporate governance policies and practices will be on a good
foundation for a speedy recovery when the economy bounces back.

In this issue’s Talking Points column, CHKLC offers its views on the
Hong Kong Stock Exchange “The Main Board Profit Requirement”
(consultation paper), which proposes to raise the Main Board
profit requirement from the current HK$50 million on a three-year
aggregated basis to at least HK$125 million. The CHKLC disagrees
with the proposal, arguing that to increase the profit threshold will
weaken the competitiveness of the market and the diversification
of companies listed on the Exchange. It would also exclude smaller
businesses from the opportunity of raising funds at a time when there
is no viable alternative board for them.

Also in this issue, in our regular FRA column, FRA Committee Member Vincent
P C Kwan guides readers through the details of the “The Main Board Profit
Requirement” (consultation paper), including, trading record requirements,
management and ownership continuity, and control prior to listing.

Forecasting a two-year period of GDP recuperation for Hong Kong, in our
Economic Insights column, Adrienne Lui, Citigroup Economist for Hong
Kong, Taiwan and Mongolia explains that, led by Mainland China’s likely
economic rebound, improvements on the back of vaccine availability,
calmer politics and a global recovery, following two years of recession, GDP
growth forecasts for 2021 and 2022 respectively are at 3.5% and 4.2%.

Our Corporate Tips feature, written by Vivian Chow, BDO Principal of
Risk Advisory Services, looks at the various scenarios that can result in
a listed company being suspended from trading on the Hong Kong
Stock Exchange. While suspension from trading varies from case to
case, the most common reasons include severe financial difficulties;
irregularities; failure to publish financial results; a disclaimer and
adverse audit opinion on the financial statements; failure to inform the
market of material information; and the company has insufficient public
float. Meanwhile, with COVID-19-related retrictions making it harder
to hold general shareholders meetings in a traditional manner, our
second Corporate Tips article examines the topic of e-proxy voting.

Finally, our Member in the Spotlight feature, Daryl Ng, Deputy Chairman,
Sino Land Company Limited, explains why upholding the highest
standards of governance and sustainability practices and processes
are the cornerstones to create long-term value for the company and
its stakeholders. Sino Land was the winner of both the ‘Excellence
in Corporate Governance' and ‘Excellence in Sustainability’ awards
in the Hong Kong Corporate Governance Excellence Awards 2020.

Yours sincerely,

Chris Davis
Editor
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n 10 December 2020, the Chamber of Hong Kong Listed

Companies (CHKLC) held the much-anticipated annual Hong
Kong Corporate Governance Excellence Awards in a hybrid format for
the first time, which combined a webcast and a physical event on a
smaller scale due to social distancing obligations.

The prestigious awards recognise and reward outstanding Hong
Kong listed companies who exhibited exceptional leadership
in the area of governance to ensure protection and long-
term value of all their stakeholders. All finalists underwent a
thorough assessment and extensive scrutiny on governance
attributes including board composition, shareholder protection,
transparency, internal risk management, remuneration, and
sustainability.

“The year 2020 is an extraordinary year for Hong Kong and the world.
The COVID-19 pandemic not only adversely impacted the global
economy, but it also seriously affected people’s daily lives, forcing us
to alter the way we work, travel and conduct business,” said Mr KL
Wong, Chairman of The Chamber of Hong Kong Listed Companies
(CHKLC) at the Awards Ceremony of the 2020 Hong Kong Corporate
Governance Excellence Awards.

“Under the shadow of COVID-19, the past months had been a
particularly trying time for board directors. Luckily for our winners
this year, their strong board leadership and foresight has successfully
guided their businesses forward. And with the help of sound internal
control and robust risk management, their companies can withstand
the unexpected business downturn,” said Wong. “Companies that
adopt strong corporate governance policies and practices will be on
a good foundation for a speedy recovery when the economy bounces
back.”
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The Chamber also
celebrates its 18th
anniversary. Commenting
on the occasion, Wong
said: “For the past 18 years,
the CHKLC has played
a key role in facilitating
effective communication
between listed issuers
and the Government and
market regulators. We
proactively communicate
about our opinions to the
government on policies
and regulatory issues,
so that the needs and
worries of listed companies
are considered before
formulating new policies or
regulations.”

Mr Joseph Chan, Under Secretary for Financial Services and
the Treasury was invited as the Guest of Honour to officiate the
opening of the event. He said Hong Kong’s financial markets have
demonstrated resilience in the face of an unprecedented crisis.

Mr Chan noted the banking system has recorded a net inflow of
US$50 billion (as of early December) since April, suggesting the
banking system has ample liquidity. At the same time, in the first
11 months of 2020, 125 companies listed through IPOs raising a
total of about HK$305 billion, an increase of 5.9% over the same
period of the previous year. These robust figures suggest that
Hong Kong's status as an international financial centre (IFC) remains
strong.
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Citing the 2020 Policy
Address, he added that the
changes to the Listing Rules
in April 2018 have resulted
in a total of 36 new listings
of companies with weighted
voting rights structure, pre-
profit biotech companies
and secondary listed
companies in Hong Kong.
Other initiatives undertaken
by the Government such as
the introduction of paperless
documents regime to IPOs
from 5 July 2021 as well
as the extension of cross-
border investment channels
with mainland China’s stock
exchanges are all meant to
strengthen the city’s role as
an IFC.

Commenting on the results of the 2020 iteration of the awards, Philip
Tsai, Partner Emeritus, Deloitte China and Chairman of the Judging
Panel, noted: “This year's winners come from different backgrounds
and industries, ranging from large state-owned enterprises from
the mainland, local blue chips as well as companies from the new
economy. This shows that good corporate governance is not limited
to any particular types of companies but is defined by will.”

“Our winners show continual efforts to improve their board
composition and structure to equip themselves with the necessary
knowledge and foresight to handle challenges specific to the
company'’s business setting and strengthen their risk management
system and internal control measures to protect themselves from
market uncertainties due to COVID-19. Further, in response to
COVID-19, many of our winners utilised their expertise and business
resources to offer relief for hardship due to the pandemics. Their

|u

swift responses and philanthropic moves are laudable to us all,
he said.

Tsai observed that in sustainability, the winners treat sustainability
matters with utmost importance and give them the highest board
attention. “They integrate sustainability consideration into their
business and product cycle, ensuring every aspect of product
development and manufacturing, packaging as well as customer
interface would meet the exacting global standards. To tackle climate
change risks, clear goals are made, and being met, in reducing
emission and wastes and in preserving natural resources.”

Without the support of sponsors and supporting organisations, the
awards would simply not be possible, said Mike Wong, CEO of the
CHKLC, "our sponsors not only offer financial support to the event,
but more importantly we have a shared mission to promote the
highest standards of corporate governance to listed issuers.”
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“A good corporate governance is built on precise rules, relevant
management procedures and control policies, the objective of
which is to bring added value to its stakeholders and confidence to
investors,” said Stacey Wong, Chief Operating and Risk Officer of
Tonghai Financial, Gold sponsor of this year's Hong Kong Corporate
Governance Excellence Awards. “By supporting this event, not only
do we want to show our commitment to corporate governance but
also to encourage other listed companies to adopt best corporate
governance practices.”

Winners of the Hong Kong Corporate Governance
Excellence Awards 2020

Corporate Governance Excellence Awards

Hang Seng Index Constituent Companies

+ China Life Insurance Company Limited (Stock Code: 2628)
¢ China Overseas Land & Investment Limited (Stock Code: 688)
¢ Industrial and Commercial Bank of China Limited
(Stock Code: 1398)
* Ping An Insurance (Group) Company of China, Ltd.
(Stock Code: 2318)

Hang Seng Composite Index Constituent Companies

+ First Pacific Company Limited (Stock Code: 142)
¢ Lenovo Group Limited (Stock Code: 992)
¢ Sino Land Company Limited (Stock Code: 83)

Hang Seng China (Hong Kong-listed) 100 Index
Constituent Companies

¢ Logan Group Company Limited (Stock Code: 3380)

Newly Listed Companies

¢ Ping An Healthcare and Technology Company Limited
(Stock Code: 1833)

Sustainability Excellence Awards

¢ China Resources Power Holdings Company Limited
(Stock Code: 836)

¢ CK Hutchison Holdings Limited (Stock Code: 1)

¢ Sino Land Company Limited (Stock Code: 83)

+ VTech Holdings Limited (Stock Code: 303)

Honourable Mention

¢ Allied Sustainability and Environmental Consultants Group
Limited (Stock Code: 8320)

* Note: Alphabetical Listing by Company Name

10 Momentum

BB —RABYBLUEERSEMSIHN - JEER
ESMRERRRRT . [RENBNERITRBE
EEEABRERBEMNLEMRT > BREFDERN
i HEENMIREEELD  TARMIBIRES - 8L
HIREBSEFREEFEEZRAPLNEET2ERE - |

ERERIEE  BERESEPERTRH TMIBEMNE -
EEHSEE  AREESIREERBERR » SF
HE2ERTLEFS  INKRBUEPTFELBELT
HEFAKA -

FRBR - ERQTERERTLEBRERMAELE
FEARE - HIIEMEENBLIFNTES > W
USMESE  DEHTENEEAINEE : IEMEEE
FIMERERE : LRLENBRELER - E—%KHE
TEFNMERBEERGH  EREIMERERS - |

FIHEXEH="RERNTSHE - [EEEBRAD
BFRAWBEEMERRT  HEERREBNERXE
A REFDENN G  mEMFIFK  EMHELT
HEENRENELEEFE

[EE  EEEABRNERESESEELM T
=i » B HSEREETER  BRLATLTE
TEHNT  RAEEMRERRE - BRMAINSE
SEEEEREUFREREMANEES - BE 8
ENERE - BAINESEERES  EBVEEE
Bl

nance

o P




Winter 2020/21

Clement Chan, Managing Director — Assurance, BDO Limited, another
long-time sponsor of the annual event, said: “The awards recognise
outstanding achievers who have raised the bar to ensure strong
corporate governance. These endeavours play an essential part in
protecting and enhancing long-term value for all stakeholders, thereby
strengthening the confidence of investors, especially institutional
investors. These are vital to underpinning Hong Kong's role as an IFC.”

Moderated by Wong of the CHKLC, two panel discussions were held
following the awards ceremony. In the first discussion, Philip Tsai,
Chairman of Panel of Judges, said more companies participated
in this year’'s awards than last year, making it more difficult in
determining who the winners would be.

He said: “The awardees demonstrated a visionary and forward-
looking approach to corporate governance structure with effective
practices, such as appointing professional independent non-
executive directors (INEDs) and establishing special committees to
address evolving challenges, strengthening internal control and risk
management, and contributing towards the community and carbon
reduction. This commitment put them in a position not only to endure
the current crisis but to seize opportunities for growth.”

The second panel discussion was participated by three awarded
companies. Eric Mok, Company Secretary of Lenovo Group Limited,
one of the awardees said maintaining good corporate governance
practices can have a positive impact on the company'’s reputation and
long-term success since the stakeholder interests are met and protected.
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“At Lenovo, corporate governance policies and practices are
supported from the top down. They are communicated to all
personnel at the managerial levels and then implemented company-
wide to minimise risks... our audit committee is responsible for
overseeing financial reporting and related internal controls, risk, and
ethics and compliance. We also have a well-established structure
through which the means of attaining those objectives and monitoring
performance are determined.”

Lenovo has an effective board structure, with a large majority of
INEDs (8 out of 11 board members) and the appointment of a lead
INED. Board evaluation is specifically delegated to the lead INED,
in consultation with the chairman, and supported by the chief legal
officer and the company secretary.

Athena Ng, General Manager — Corporate Communications
Department, Corporate Finance Department (Hong Kong) at China
Overseas Land & Investment Limited (COLI), said the pandemic
had not stopped the company from engaging investors. “We have
resorted to more virtual events, webcasts and online conference calls,
including virtual roadshows to fulfil our outreach with existing and
prospective investors.”

The company'’s board is lean and efficient, with the three INEDs being
reputable Hong Kong figures, from across the fields of government,
banking and technology, reflecting COLI’s roots as a Hong Kong
company before going back to the mainland market in 1988.

VTech Holdings Limited received an award in sustainability this year.
Shereen Tong, Group Chief Financial Officer, said the company’s
sustainability mission is to design, manufacture and supply innovative
and high-quality products in a manner that minimises any impact on
the environment, while creating sustainable value for our stakeholders
and the communities in which it operates.

According to Tong, following the successful implementation of the
first five-year sustainability plan established in 2020, the company’s
second five-year Sustainability Plan 2025 encompasses a wider range
of targets on sustainability, such as reducing paper consumption,
phasing out all plastic in baby monitor packaging, using more bio-
degradable bags to replace Polyethylene (PE) bags, promoting post-
consumer recycling programme for VTech products, etc.

“To show our support to frontline medics during this pandemic, we
have also donated baby monitors to some hospitals in North America
and sourced surgical masks for a hospital in Dongguan, China,
among other charitable efforts involving toy donations and financial
support.”

Jimmy Chow
Journalist
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The Chamber of Hong Kong Listed Companies
EBLHATEE

TALKING =
POINTS &

Increased Main Board Profit Requirement Will
Exclude Small Businesses from the IPO Market:

GEM not a Viable Option

EFRASEBMNRERTNEEFZNBERETEX

NEEREMISZN : GEMIETITEIE

n its latest market consultation paper entitled “The Main Board

Profit Requirement” (consultation paper), the Stock Exchange of
Hong Kong proposes to raise the Main Board profit requirement for
new listing from the current $50 million on a three-year aggregated
basis to at least $125 million (the proposal).

The Chamber of Hong Kong Listed Companies (CHKLC) disagrees
with this proposal. We believe the raise of the profit threshold will
weaken the competitiveness of the market and the diversification
of companies listed on the Exchange; will exclude smaller
businesses from the opportunity of raising funds in the stock
market at a time when there is no viable alternative board for
them.

The Proposal will Make the Stock Exchange of Hong Kong
the Hardest to List

Under the proposal, Hong Kong's profit requirement on a three-
year aggregated basis will become the highest of the Selected
Overseas Main Markets referred to in the consultation paper.
Not only will this exclude local small cap issuers firm listing on
the Main Board but also discourage overseas companies, e.g.
from the Southeast Asian region, from choosing to list in Hong
Kong. This weakens the international competitiveness of our
Stock Exchange, resulting in the profile of Hong Kong listed
companies heavily leaned towards large caps, mainland entities
and New Economy companies. This increases the market risk
exposure from particular sectors and also limits the choice for
investors.
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The Stock Exchange Has Obligations to Serve All
Companies, Big and Small

The Stock Exchange being the monopoly stock exchange in Hong
Kong has the duty to facilitate access to market for local businesses,
SMEs included, that wish to raise fund for expansion or simply to
list for liquidity. Setting a threshold so high would deny SMEs from
such opportunity. This negates the purpose of the Stock Exchange
itself. The Stock Exchange has the obligation to serve all types
of companies, not just big businesses, unicorns or New Economy
companies, but also local SMEs and traditional businesses as well.

Why GEM is Not an Alternative?
The Exchange proposes companies unqualified for the Main Board
under the new profit requirement to seek a listing on GEM, but in our
view that is not a viable option. In recent years, the image of GEM is
very much tarnished while GEM companies are labelled or perceived
as potential “shells” or lacking investment value. As a result, GEM
as a listing platform has all but dwindled. As of December 2020,
there were only 368 companies listed on GEM, decreased by 10
compared to December 2019. In the whole of 2020, there were only
8 newly listed companies coming to GEM, compared to 15 in 2019
and 75 in 2018. The downward
trend is irreversible. With such
bad reputation and meagre
performance, GEM lacks the
traction to attract companies and
investors. Many fund managers
are mandated not to trade on
GEM stocks.

The positioning of GEM is
also ambiguous. GEM was
established at the beginning of
the first Internet bubble to cater
for emerging companies and
its framework is not suitable for
smaller business in traditional
industries. The operating cash
flow requirement for GEM is
in some ways more stringent
than profit requirement for
the Main Board. As there is no
profit requirement for GEM
listings, it is intended for pre-
profit companies (other than
those from the biotech sector
which can be listed on the Main
Board under Chapter 18A). We
can foresee that companies with
three-year profit of $50 million
(the current Main Board profit
requirement) would be quite
reluctant to list on GEM for
image consideration.
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“Shell” Companies Issue Is Being Addressed
One of the intended objectives of the proposal is to address the “shell

company” issue. However, this issue is no longer as prevalent as
before. In its Guidance Letter 68-13A issued in April 2018. the Stock
Exchange lays down seven criteria for suitability of listing based on
which the Exchange has the discretion to stop companies deemed
to be “shells” from coming to the market. The Securities and Futures
Commission has also invoked power under the Securities and Futures
(Stock Market Listing) Rules to object to listing applications under its
front-loaded regulatory approach. The Exchange also implements
stringent rules of prohibiting back-door listing via shell companies.
The “shell” company issue is being addressed, and no additional
regulatory measures would be necessary.

Small Cap Issuers Should Not be Banned Because of

Misconduct by Some
The consultation paper pointed out a number of misconducts

surrounding the small caps issuers, such as reporting inflated profit
forecasts at the time of IPO to justify their high historical P/E ratio
while failing to meet them afterwards, share price volatility after
listing, and offering rebates to investors who subscribe to the IPO
shares. Our views remain that if there is clear evidence of market
misconduct, the Stock Exchange should invoke disciplinary actions
or refer the cases to authorities for prosecution on an individual case
basis rather than ruling all small cap issuers as cronies and ban them
from the market.

Existing Companies Suffer Collateral Damage
The proposal does not only affect IPO applicants but also existing

listed companies. A holding company may contemplate a spin-off of
a subsidiary business to unlock value and raise additional funding.
This will become harder to achieve and that weakens our market
effectiveness for value discovery and fund raising.

Issuers who do not fulfil ongoing listing requirements, aka 13.24
companies, would have much greater difficulty in identifying
businesses or assets profitable enough for a reverse takeover so as
to re-comply with listing requirements, and would be forced into
delisting.

Our Recommendation: A Holistic Review of Market

Structure
CHKLC recommends the Stock Exchange to put on hold the current

proposals and undertake a holistic review of Hong Kong’s market
structure. The profit requirement of the Main Board can only be
revised upward when there is a viable alternative for local SMEs.
GEM at its present form is degraded and is not an alternative listing
venue for SMEs. The Stock Exchange should look into developing
a genuine tiered-market structure to provide real solutions to SMEs
wishing to come to the stock market. As the operator of the sole
stock exchange, HKEX must fulfil its requisite duties, particularly to
local businesses and practitioners.

Note: This is an abridged and edited version of CHKLC's submission in response to the
HKEX market consultation on “The Main Board Profit Requirement”. To read the full
submission paper, please visit www.chklc.org.
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Suspension Initiation

Listing suspension can be initiated by the listed company itself or by
the market regulators, namely, the Stock Exchange of Hong Kong
Limited (the Exchange) and the Securities and Futures Commission
(SFC). Companies seek for suspension for example to facilitate
important announcement on price sensitive information; material
corporate activities such as a placement or rights issue; or from
fundamental concerns about the suitability for continued listing such
as involvement in material litigations, liquidation, or cessation of
operation. Suspension at the direction of the regulators varies from
case-to-case and can occur when the Exchange is of the view that
the company has seriously breached the Listing Rules such as failure
to publish financial results, disclose inside information, or maintain
sufficient operations and assets to support its operations. SFC may also
direct the Exchange to suspend trading of shares in any listed company
under the Securities and Futures Ordinance (SFO) if any company’s
documents or announcement appear to contain any materially false,
incomplete or misleading information. Trading suspension allows
companies to formally address matters of concemn to the satisfaction
of regulators, thereby protecting current and potential investors.

Delisting Framework
The Exchange implements a new Delisting Framework from 1

August 2020, which pushes listed companies to timely respond to
confronted issues and shorten the suspension period. Under this
framework, the Exchange can delist issuers whose trading has been
suspended for a continuous period of 18 months (Prescribed Period),
or publish a delisting notice specifying a set period of time (Specific
Remedial Period), which maybe shorter than the Prescribed Period.
In exceptional and/or appropriate circumstances, the Exchange
may delist an issuer immediately if it considers events triggering the
application of a delisting criterion are fundamental to the general
principles of listing and are beyond remedy.

In conjunction with the Delisting Framework, the Exchange has also
introduced specific suspension requirement for listed companies with
disclaimer or adverse audit opinions with the intention of incentivizing
listed companies to improve the quality and reliability of their financial
information and act promptly to resolve audit issues with their
auditors. Given that disclaimer of opinions indicates a risk of material
and pervasive misstatements to the financial statements, trading will
remain suspended until the issuer has addressed the matters giving
rise to the disclaimer or adverse opinion.

Suspension of Trading
The reasons for a listed company being suspended from trading vary

from case-to-case. According to the Stock Exchange, the five most
common reasons for trading suspensions are (1) severe financial
difficulties, and/or where the company has either ceased to operate
their business/es, or has entered delisting procedures, (2) irregularities
have been identified, and/or the company is under regulatory
investigations (3) failure to publish financial results, and/or where
material internal control weaknesses have been identified, (4) there
is a disclaimer and adverse audit opinion on the financial statements,
and (5) failure to inform the market of material information, and/or the
company has insufficient public float.
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The issuers must satisfy the Exchange that the above irregularity
issues have been addressed and remedied in order to meet the
resumption conditions.

Resumption Review Process
The Exchange closely monitors each suspended issuer’s on-going

compliance with the Listing Rules and its resumption progress.
Resumption is granted only under the condition that the Exchange
sees that the resumption conditions are fulfilled by the company and
that investors are protected and an orderly market can be maintained.

Whether the Listing Division’s analysis reaches a recommendation
to grant resumption or cancel listing, Listing Division’s report must
be presented to the Listing Committee, the primary decision making
body, in an informal and non-adversarial meeting to reach a final
decision. The listed company, however, would neither have a chance
to see the Listing Division’s Report beforehand nor be granted a
request for oral submission by the Listing Committee.

SFC also has the power to request review of any decision made
by the Listing Committee. This may also mark the beginning of
investigation by the SFC Enforcement Division under SFO into the
listed issuers and their officers for past breaches of Listing Rules and
regulations, which could ultimately result in disciplinary action, where
appropriate.

In January 2019, the Exchange announced the formation of a new
Listing Review Committee comprising market participants rather
than Listing Committee members in hope to increase the perception
of the review body’s independence. Listed issuer may request the
cancellation decision by the Listing Committee be referred to the
Listing Review Committee
within seven business days of
the receipt of the decision from
the Listing Committee for a
further and final review.

All review hearings of the
Listing Review Committee
are re-hearings. Prior to the
oral submissions at the Listing
Review Committee hearing,
the listed company will have
the opportunity to see the
report produced by the
Listing Division and have up
to two months to exchange
written submissions with the
Listing Division. Listing Review
Committee may endorse,
reverse or vary the cancellation
decision, and the decision of
the Listing Review Committee
review hearing will be
conclusive and binding on the
listed issuer.
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Insights into Trading Resumption

When it comes to resumption, the two key concerns are to keep the
period of suspension as short as possible, as the Exchange considers
that “a continuation of suspension denies reasonable access to the
market and prevents its proper functioning” (Listing Rule 6.05) and
will delist the company if it fails to do so for a prolonged/prescribed
period; and to ensure that all matters leading to a suspension are
properly addressed by the company so that investors' interest are
protected. Depending on the facts and the underlying issues, the
Exchange will impose certain conditions on the listed issuers for
resumption of trading, and will not allow any resumption unless and
until those conditions are fulfilled satisfactorily.

Once suspended from trading, issuers should seek resumption of
trading as soon as possible.

Practical points that issuers should consider when seeking a
resumption of trading especially due to identified irregularity issues
and/or investigations by regulators include:

¢ Establishing a special independent committee by the board to
conduct investigations and review the issues;

+ Engaging forensic accountants as investigation would normally
be required when accounting irregularities from audit concerns or
possible fraudulent activities are identified;

+ Ensuring all identified audit concerns are properly understood
and addressed at an early stage, and are taken into account when
determining the scope of, and in structuring any investigation or
review;

+ Demonstrating that all material internal control weaknesses/
deficiencies have been identified and addressed, and engaging
an internal control consultant to review and ensure adequate and
effective risk management and internal control system;

* Ensuring full investigations and appropriate actions taken with the
underlying issues that give rise to suspension that involve senior
management and/or directors’ integrity and competence;

* Ensuring appropriate steps are timely taken to rectify any
weaknesses or deficiencies identified in the investigations and in
the internal control review;

+ Assessing the relevant issues identified by the SFC and seeking
the approval of resumption from SFC; and

* Publishing regular update announcements after vetted by the
Exchange to inform the market of the latest developments in
the investigation and the resumption process, and continuing to
discharge the obligations on the disclosure of information to the
market.

Vivian Chow
Principal of Risk advisory services
BDO

Note: This is an abridged version of the original article which has been uploaded to the
Financial and Regulatory Affairs section of the Chamber’s website. Readers can visit www.

chklc.org to view the article in full.

EIEhEE - BT ANERRZKER -
BOANESKER (BRIERFRAETREER /W
EERIEREMBEN) KEFRIZEUTERES,

¢ HESFERUSMNBUESEZHSE
B

¢ ERRERBBENISHRIGPEHENSTEER
Vo BEEEEHABEEENETHEE

. ﬁ@%ﬁilﬁﬁﬁﬁﬁiﬁ?iﬁﬁﬁ’%Ea“hBJEU%ETF?
B WHERERENEEEREERITELR
EE’FW\%F

¢+  BHCESRIERTMBEEARESEERE / &R
Be » TR MBS ER AR EIENMEE
PEHELERELEL B

« —HBHEERERIRSREERR / REFHEMN
BN EREREMTEE - EREMSLRIEET
i@%ﬁﬁﬂﬁﬁﬁii@%ﬁ%ﬂ ;

¢ ERREFREGEE BN EEAEMNEEE
ESMRIRNED /)r:'ﬁ BXAE

o FEEEZROVEEEE > LOEESTSKE
REHEIE R

¢ TEEBRMEMRPTEZNENNS  BHBAS
AENEMEFNREIER  TRERTHMES
REEANER - M

RERER

B
UEES
B EIRE EE

o ANDEELHRATEE “UBNEEFEE Hif ) 2
FEFIEEHEL - AFEEIRX - 55218 www.chkic.org °

Momentum 19



ol
if. L EERa

USIﬂg E prcxy to
Empower

Shareholders

= a?iﬁﬁﬁﬂ“
=T B BRI

a2
NIF

mmmmmmmm



Winter 2020/21

lobally, there are millions of general meetings taking place every

year. During which, a variety of critical corporate governance
topics as well as some shareholder proposals are discussed and
decided by shareholders casting their votes. To ensure good
corporate governance, it is important to engage as many shareholders
as possible in the undertaking of major decisions. However, with
an increasingly diverse and global profile of shareholders, not all
shareholders can attend meetings in person.

In such cases, proxy voting is the established form of voting in the
event that shareholders are unable to participate in shareholder
meetings. A shareholder can choose to assign the voting right to a
proxy — another person such as the Chairman or other individual
to cast the vote on his/her behalf. A proxy duly appointed by a
shareholder is entitled to exercise all or any rights of the shareholder
to attend and to speak and vote at the meetings. In fact, majority of
the votes casted in general meetings are made through proxy.

Challenges of Traditional Proxy Voting
The Paper Process

The traditional practice that requires companies to manually collect
and process a huge volume of paper proxy forms can lead to many
problems. For instance, investors may miss the deadlines in mailing the
paper votes, particularly during the Covid situation which may cause
delay in postage. This will leave investors unsure about whether their
votes are counted or not. Not to mention about the potential human
errors in handling significant amount of manual paper proxy forms, as
well as the costs involved.

On top of that, the long and manual process means that issuers are
unable to have real-time information on investors’ voting preference
until it's too late for them to take action prior to the proxy deadline.

The Complicated Proxy Voting Chain
The current custody chain
has multiple layers of parties
(intermediaries) involved in the
process of executing voting
instructions by the investors.
Due to the complexity of the
proxy voting chain, it is hard
for all parties to communicate,
vote, tabulate and reconcile
efficiently, raising the risks
of potential mistakes and
miscommunications. This
shortens the decision time
made available for investors (in
particular institutional investors
who are served by custodians
and proxy advisors), given the
cut-off time buffer added by
each party. This process also
impairs transparency for issuers,
making it difficult to trace data
flow end-to-end.
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Next Generation of Proxy Voting - Digitalization and Real-
time Communications

E-proxy Gaining Popularity

With the help of technology, the long-standing problem of inefficient
proxy voting process can now be well resolved with the introduction
of electronic proxy voting (e-proxy).

In the digital era, going paperless is no doubt one of the key trends in
business. E-proxy provides an easy and convenient way of assigning
proxies, saving the hassles of filling in the form and mailing it back to
the company. It encourages shareholders’ participation in important
corporate matters. Its online nature also helps overcome physical
distance, especially in a globalized world that shareholders are more
diversely located.

Globally, companies have witnessed increased participation when
e-meeting (either hybrid or virtual) and or e-proxy facilities are in
place, noting that e-proxy can in fact be adopted alone or jointly with
e-meeting to obtain the most efficient results.

Key Benefits of e-Proxy for Investors
Apart from the ease and convenience, e-proxy system offers a number
of other benefits that traditional proxy form can never match, such as:

¢ Making voting easy and simple: Shareholders can vote on
corporate issues remotely from any mobile devices or computers
anytime at their convenient (24/7) time before the submission
deadlines, with their votes received instantly by the company

¢ Functions that allow amendment/cancelation/addition: Multiple
input functions are available, allowing investors to make
appointments of single/multiple proxies, cancel and amend proxy
appointments/voting instructions before the deadlines

¢ Entitled shares updated on timely basis: It allows shareholders
to cast their votes on their most updated entitled shareholdings,
minimizing the reconciliation problem.

+ Vote receipts: Confirmation can be downloaded for record upon
successful submissions of proxy voting instructions.
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¢ Data security: Stringent authentication and verification procedures
can ensure data security and digital trace of every step or action,
gives extra comfort.

¢ Open platform for all, including CCASS nominee to interface:
It greatly enhances the efficiency for submissions that end
beneficiaries can make proxy appointments and proxy instructions
directly.

Key Benefits of e-Proxy for Issuers

¢ Environmental-friendly and cost saving: ESG initiative and
reduction of printing cost would be welcomed by issuers

¢ Real-time update on progress of votes: As soon as investors have
casted their votes, issuers are able to identify whether there are any
missing vote, and to take any further solicitation action or engagement
with investors ahead of deadline based on the latest results.

+ Improved corporate governance practice: Enhanced engagement
and communications with shareholders can improve investor
relations. It is vital to a company’s long-term success.

Centralised Proxy Voting Platform that Connects All

A holistic proxy voting digital solution enables meeting details,
votes and confirmations to be sent and received real time with full
transparency.

The current proxy voting process is still fragmented and it relies heavily
on information and instruction exchanges among intermediaries and
all other related parties. This unnecessary hierarchy causes delays,
errors and lack of transparency.

With an e-proxy platform in place, issuers’ agents can easily create
a centralized platform that connects all parties, including the issuers,
intermediaries and investors. Via an unique, open AP platform, it enables
a true end-to-end, real-time, efficient and accurate proxy solution.

Preparing Your Company for e-Proxy
In general, there is no explicit provisions or prohibition on most of
the common jurisdiction of companies listed in Hong Kong or the
HKEX Listing Rules on the appointment of proxy by electronic means.
In some case where companies’ AoA or bylaws has provision that
specifically require the submission of proxy in writing
or physical form, it may require companies to make
necessary amendment to enable shareholders to
submit proxy appointment by electronic means.

Digital transformation is an irreversible trend. The
Covid-19 crisis has speeded up the process and we
have seen more and more companies move forward to
transform their general meetings digitally, in particular
those having shareholders who are not based locally.

Catharine Wong
Managing Director — Head of Share Registry &
Issuer Services of Tricor Hong Kong
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2021 Hong Kong
Economic Outlook:

AYeart Recuperate

2021E§IE «(‘muﬁtzﬁ :
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Recuperation in 2021 and 2022

We forecast macro outlook improvements on the back of vaccine availability,
calmer politics, global recovery, and base effects, which should allow
Hong Kong to gradually recover in the next two years following two years
of recession. Citi’s real GDP forecasts for 2021 and 2022 respectively
are at 3.5% year-on-year and 4.2% year-on-year. Recovery in the first
half of 2021 will likely be led by China’s economic rebound, limited
border reopening, travel bubbles, and base effects despite lingering
COVID-19 related drags, while vaccines would allow for genuine travel
resumption and real boost to the services sector in the second half.
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2021 will also be a year when policymakers and businesses have
an opportunity to leverage on post-pandemic normalization to
reinvigorate Hong Kong's longer-term growth.

Somewhat Calmer Politics Allows for Business Confidence
to Gradually Rebuild

Hong Kong remains caught up in continuing broader geopolitical
cross-currents, and local political noise will also remain. We expect
US-China tensions to persist in several forms under the Biden
administration, adding stress to both HK and Chinese financial assets in
Hong Kong. It appears unlikely that President Biden would completely
reverse the HK-related executive orders that President Trump has
issued, and even if some could be reversed eventually, Biden is likely
in no hurry. Uncertainty persists regarding the handling of financial
instruments of Chinese SOEs included on US Entity Lists. We also
believe that the new US administration’s focus on human-rights issues
will keep HK's post-National Security Law (NSL) political developments
on their radar. While large-scale social unrest that disrupt business
activities are unlikely to recur, allowing local businesses to plan for
post-COVID opportunities, international companies with hubs in
Hong Kong are still closely monitoring NSL implementation trends.
Local political noise may increase again as the city approaches three
sensitive upcoming elections: (i) LegCo elections in September 2021;
(i) election of Electoral Committee of the Chief Executive during 2021;
and (jii) election of the Chief Executive in February 2022.

Hong Kong Market Stands to Gain the Most from Chinese
Companies Delisting from US Exchanges

Hong Kong as an international financial center (IFC) should see further
opportunities, despite the challenges that could arise within US-China
relations. The recent passing of the Holding Foreign Companies
Accountable Act in the US will likely extend 2019/2020's remarkable
listing trend and attract more China concept stock re-listings, mostly
in Hong Kong, and also in other mainland China exchanges. In our
view, China concept stocks are companies (i) with businesses primarily
in China but incorporated overseas, giving them access to foreign
investments; (i) often listed in the world’s major stock exchanges, such
as NASDAQ or NYSE; and (iii) primarily engaged in “new economy”
businesses, namely internet, technology, consumer, and healthcare.
Such landscape changes are likely to benefit Hong Kong in terms of
fund flows and asset reallocations.

Liquidity Helps Keep Hong Kong Afloat and Supports its
International Financial Hub Status

Aside from Hong Kong's institutional strength, capital inflows of
HK$576 billion during Apr-Oct 2020 were another major backstop for
confidence during a difficult period. We expect flush liquidity to persist
in 2021 as Hong Kong should remain an attractive funds destination
with a strong pipeline of homecoming ADRs/IPOs and debt financing,
as well as milestone regulatory developments in cross-border financial
activities (Wealth Management Connect, expanded Stock Connect, etc.).
We expect this should keep the HK dollar close to the strong end of the
convertibility band, 3-month HIBOR to average around 0.6% for 2021, and
the HIBOR-LIBOR spread to stay narrow. The HK dollar peg status quo
remains a key strength of Hong Kong, in our view, and the Hong Kong
Monetary Authority continues to be strongly positioned to maintain it.
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Mass Residential
Housing Market to be
More Resilient Than

Luxury
Citi Research’s house

view is for overall
home prices to be in a
narrow range for 2021,
with prices for some
types of properties
(e.g. studio/shoebox
type units and luxury
homes with price above
HK$15 million) potentially
dropping 5-10%.
Assuming no further
relaxation of loan-to-
value or unwinding of
previous residential
property related macro-
prudential measures, we
should continue to expect
end-user residential
segments to outperform
luxury.

Getting Local Infections Under Control Remains the Near-
term Policy Priority, as this is the Prerequisite for Travel
Bubbles and Border Reopening

The more serious fourth wave of COVID-19 outbreak is a sobering
reminder that Hong Kong is not out of the woods until mass
inoculations take place, which likely only can be achieved by the
fourth quarter of 2021. Social-distancing measures therefore will likely
go through phases of tightening and relaxing according to the local
infection statistics, in turn inflicting more pain on local services and
tourism sectors. The combination of online or mask-wearing shoppers
and Chinese New Year related festive spending should offer some
cushioning in the first quarter. The option to allow travelers who
test negative for COVID-19 to travel without quarantining is critical
for a more sustained economic recovery. The delayed Singapore-
HK travel bubble and a cross-border scheme with Mainland China
using mutually-recognized health QR codes (even if quota based) will
only be possible if Hong Kong can rid itself of local infections and
especially no cases with unknown source of transmission.

Fiscal Trends and Longer-term Initiatives
Sizable and broad-based fiscal cushioning measures were

administered in 2020, including relief policies of HK$323 billion for
COVID-19 disruptions and HK$34 billion for social unrest related
disruptions. However, these have drawn down ~31% of fiscal reserves
and have enlarged the FY20/21 fiscal deficit to HK$310 billion (11.9%
of our 2020 nominal GDP estimate, before bond issuance).

Going forward, even if the economy is subjected to a ‘halt and
resume’ pattern caused by more infection waves, the government

appears to tailor outright subsidies to only key affected sectors, and
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measures that will raise potential growth (e.g. infrastructure building
and talent grooming), while extending various loan guarantees as a
minimal cushion. While this may disappoint some business segments
or politicians who argued for outright cash handouts or large-
scale tax relief to the general public to be offered in the upcoming
Budget Speech, a certain degree of fiscal normalization from
FY2020/21's ultra-expansionary fiscal policy is an expected reaction
by policymakers — and likely a common phenomenon for most
governments globally. We also expect the HK government to upscale
its green bond issuances for non-operating expense related financing,
in order to take advantage of high regional demand for green bonds
as well as to fund future infrastructure projects.

Moreover, HK policymakers may use the period following the
quelling of social unrest and the post-COVID recovery to contemplate
“bigger government” measures to address social and economic
problems, namely income inequity, the housing shortage, need for
industries diversification, and an aging society. The government'’s
announcement that land for next 10 years of public housing has been
identified is encouraging, but more work is still needed to quicken
delivery of medium-term supply.

Accelerating Integration via the Greater Bay Area

Initiative to Promote HK’s Role in Broader China Economic
Development

It is apparent that Hong Kong's economic model cannot remain at
a standstill. The city’s economic performance is being challenged
by both fast-growing neighbor cities and changing international
dynamics. Economic cooperation under the Greater Bay Area (GBA)
scheme is setting the stage, and 2021 will mark a deepening of
cooperation for Hong Kong, as completion of the latest connective
infrastructure and land for the Lok Ma Chau Loop I&T Park should
be ready by end-2021 (following, for example, opening of the high-
speed rail link to Mainland China and the HK-Zhuhai-Macau Bridge in
late 2018). Various GBA initiatives to improve HK’s goods trading and
people mobility were already previewed in the latest Policy Address
-- including facilitating HK private cars traveling to Guangdong; co-
location control point arrangement at the new Huanggang control
point in Shenzhen; HK International Airport’s investments in the
Zhuhai Airport to complement logistics trading via the HK-Zhuhai-
Macau Bridge; HK government subsidized youth job programs in the
GBA; and joint development of technology parks at the Lok Ma Chau
Loop with Shenzhen.

In summary, 2021 will be a year to tackle the residual effects of
earlier challenges, but also presents opportunities for businesses and
government to work together to rebuild Hong Kong.

Adrienne Lui
Economist for Hong Kong, Taiwan and Mongolia
Citigroup
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or Daryl Ng, Deputy Chairman, Sino Land Company Limited (HKSE:

083), while COVID-19 has brought unprecedented challenges
to daily lives and businesses, the pandemic has also highlighted the
importance of employee well-being, as well as corporate, environment
and social governance. “COVID-19 has brought about a new normal
and accelerated changes for our businesses, our employees and the
community as a whole,” notes Mr Ng, who stresses that the safety
and well-being of employees, customers, tenants and partners are
Sino Group's first and foremost concerns. In addition to stepping up
sanitisation and hygiene protocols, the Group has procured surgical
masks and essential medical supplies for employees. “Our colleagues,
especially those working on the frontline, have been working
tirelessly with both a sense of urgency and preparedness to deliver
the highest levels of professionalism in carrying out their duties,”
says Mr Ng.

Sino Land is part of Sino Group, which comprises three listed
companies (Sino Land Company Limited (HKSE:083), Tsim Sha Tsui
Properties Limited (HKSE:0247) and Sino Hotels (Holdings) Limited
(HKSE:1221)) and private companies held by the Ng Family. The
Group's core business is developing residential, office, industrial
and retail properties for sale and investment. To ensure a seamless
Sino Experience, the core business is complemented by a full range
of property services encompassing management, security and
environmental services. The Group is also a key player in hotel and
club management industry. In addition to an extensive portfolio in
Hong Kong, the Group’s business covers Mainland China, Singapore
and Australia.

For half a century, the Group has been building a better community
by developing more than 250 projects, spanning a total plot ratio
area of over 84.6 million sq ft. In the hospitality sector, the Group has
developed a hotel portfolio with over 3,600 guest rooms and suites
in nine hotels across Hong Kong, Singapore and Australia. Its team
of over 10,000 dedicated professionals share the vision of “Creating
Better Lifescapes”, an ethos integrating design, innovation, culture
and community.

As a committed corporate citizen, over the years, Sino Group has
been actively participating in community services and green activities
as well as arts and culture events. Sino Land Company Limited
(083) has been a constituent member of the Hang Seng Corporate
Sustainability Index Series since September 2012 for its continual
efforts in promoting sustainability.

Mr Ng notes that in a testing time, it is more important than ever
to uphold the highest standards of governance and sustainability
practices and processes. “Good governance, integrity and
business ethics are cornerstones of our efforts to create long-
term value for stakeholders and the Group’s future,” remarks
Mr Ng. Sino Land'’s sustainability and corporate governance
achievements were recognised in the 2020 Chamber of Hong
Kong Listed Companies (CHKLC) annual Hong Kong Corporate
Governance Excellence Awards, with the company receiving both
the ‘Excellence in Corporate Governance' and ‘Excellence in
Sustainability’ awards.
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Quality Business Journey
Mr Ng reiterates that upholding high standards

of corporate governance is an integral part
of the Group’s operation and quality journey,
which depends on having a quality board, sound
internal controls underpinned with transparency,
and accountability to shareholders. The Board
of Directors is committed to providing effective
management and sound control for maximising
shareholders’ value, and providing overall
leadership and control in an effective and
responsible manner. As a key part of maintaining
corporate governance transparency, the Group
disseminates information about new developments
in a timely manner through various channels,
including media releases, corporate website, results
briefings, non-deal roadshows, site visits and participation in investor
conferences. At the same time, the philosophy and importance of
good governance is communicated to every staff member.

Integral Sustainability
In addition to creating financial value for stakeholders, the Group seeks

to make a positive impact on the communities in which it operates.
For instance, in 2010, the Sustainability Committee was set up to
advise on systematic planning and implementation of sustainability
strategies; in 2020, marking 10 years of establishment, the committee
was restructured and renamed as the Environmental, Social and
Governance Steering Committee (ESG Steering Committee). "The
re-organisation is an apt reflection of the changes we have made as
the needs and expectations ESG evolve,’ notes Mr Ng. It also places
the Group in a better position to address sustainability matters, he
adds. Under the ESG Steering Committee, six sub-committees have
been established with representatives from across business units,
who focus on developing roadmaps and driving initiatives. The ESG
Steering Committee supports the Board of Directors in overseeing
and steering the Group’s sustainability efforts, sets directions
and develops policies, as well as formulates strategies and plans.

Corporate Citizenship
As one of Hong Kong's leading property and real estate developers,

Mr Ng says the Group is privileged to be part of the Hong Kong
community and takes its corporate social responsibility efforts
seriously. To support combating the COVID-19 pandemic, the Ng
Teng Fong Charitable Foundation, set up in 2010 in memory of the
late founder of Sino Group, donated HK$15 million to the Hong Kong
Hospital Authority to support medical practitioners. The Foundation
also made cash donations to more than 30 Hong Kong NGOs to
support their community work. Other measures include delivery of
more than 5.2 million surgical masks to more than 60 community
partners and the Hong Kong Government. The efforts also included
providing two fully automated mask-making machines for the Hong
Kong Government to help ensure a steady supply of masks. With
regular school classes disrupted by the coronavirus pandemic, to
support online schooling, the Hong Kong Innovation Foundation, of
which Mr Ng is chairman, has donated more than 2,000 mobile data
SIM cards and 1,000 laptops to less-resourced families in Hong Kong.
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Outside Hong Kong, the Ng Teng Fong Charitable Foundation has
donated RMB50 million to Tsinghua University to support COVID-19
medical research. In addition, the Foundation has donated over one million
masks to Australia and Singapore, and 6,600 bento boxes and 200,000
cans of nutrition drinks to hospitals and migrant workers in Singapore,
plus essential food items such as rice, noodles and meal coupons.

Future of the Built Environment

The built environment plays an important role in contributing to
a healthier and more sustainable world, and the Group is striving
to incorporate health and well-being features into its projects. Mr
Ng highlights how the intrinsic link between building and wellness
underpins the importance of incorporating wellness and sustainability
principles into design, construction and the management of the
Group's developments. “As we spend more than 90 per cent of our
time indoors, the built environment has a profound impact on our
health and well-being,” he notes.

133 Portofino, the Group's latest residential project in Sai Kung,
has recently received WELL v2™ pre-certification, awarded by
the WELL Building Institute. Focusing exclusively on health and
wellness, the WELL Building Institute is the world’s first architectural
organisation to benchmark and accredit human health and wellness
in order to improve sustainability. To receive the accreditation,
the property development underwent rigorous assessments that
covered performance requirements as well as property management
commitment for residents’ well-being.

Vision for the Future
In April 2018, Sino Group announced its Plastic Awareness

Campaign and pledged to reduce consumption of single-
use plastics across all business lines by 50 per cent by 2022,
down from its 2017 levels. To date, the use of more than
1.98 million single-use plastic bottles has been eliminated by
installing smart filtered water stations at malls and hotels. This
has translated into a carbon emission reduction of around
3,140,000 kg, equivalent to planting about 136,000 trees.

Meanwhile, the Group has been proactively leveraging
technologies to support and measure its sustainability objectives.
The Group has worked closely with local proptech companies
to leverage big data, Internet of Things (loT) and Al to enhance
energy efficiency levels. “We are one of the earliest industry
players to install photovoltaic systems at our properties,” Mr
Ng says. To date, over 3,000 photovoltaic panels have been
installed. It is estimated that over 8,000,000 kWh of energy will
be generated through the photovoltaic system between 2012
and 2030 - enough to power 1,280 local households for one
year. Negawatt, a smart building solution, has been installed
in 14 of buildings under the Group’s management, resulting in
an estimated annual saving of 2.8 million kWhr, equivalent to
reducing 1,960 tonnes of carbon dioxide or planting more than
85,000 trees each year. Another smart energy-saving platform,
PlantPro, will be piloted at Olympian City 3 and Island Resort
Mall, which will provide an estimated 400,000 kWhr in electricity
consumption savings per annum.
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Joining Forces
Sino Land has aligned its

sustainability strategies with
the United Nations Sustainable
Development Goals (UNSDGs),
and undertaken to report progress
to promote responsible business
practices. Additionally, in April
2020, Sino Land joined the United
Nations Global Compact initiative
as a Signatory, becoming one of
the first property companies in
Hong Kong to do so. The Global
Compact initiative sets out a
plan for a sustainable future from
economic, environmental and
social perspectives. “We stand
in collaboration with over 13,000
leading companies, organisations
and government authorities from
around the world to champion
principled business,” Mr Ng says. EEIHAT (IFRHEHRRES2030) - FIEJRER
BER - [EEINEHAIHTBLER  BE - RER
The Group has unveiled its Sustainability Vision 2030, a ERBRAFOESEENT - BIEZESURERRE
comprehensive blueprint charting the course for 2030 and beyond. “It FUSRER - | EFREBRRIRHERMIRTIF - MEBRRITE
entails our visions for crucial areas such as renewable energy, plastic BITHREMT2020F 11 B3R (MEERS) i
reduction, green building certification and innovative sustainability AR 2050 F ERRAMAIERR -
solutions to contribute to a more sustainable future.” Mr Ng highlights
the blueprint addresses decarbonisation, which is a significant goal 202V FERIEMEBMIISOBEFRE - BERK » £F
that aligns with the pledge made by the Chief Executive of Hong TSHEES DB R U BIYFENRS - BB D
Kong in her November 2020 Policy Address for Hong Kong to achieve BHAE -
carbon neutrality by 2050.

Chris Davis
With 2021 marking Sino Group’s 50th anniversary, the Group will Eim
continue to strive to deliver quality properties and services that
surpass the expectations of stakeholders.

Chris Davis
Editor

Calling All Members

BBEPHIRBERBHE

Since 2009, Hong Kong-listed companies from a wide range of BH2009FLAR - AR EAEESIEENEE L
industries have taken the opportunity to gain exposure by being AT BRDEEE Momentum [ (EE5RE)

profiled in Momentum’s “Member in the Spotlight” column. As e — . y
a member of the Chamber of Hong Kong Listed Companies, you SR > AAXETRERDESR - (FREZLHA

have the privilege of being featured in this column, too. TIEEN—8 > (RIS TEZIHESTHES -
If you are interested in having your company profiled in Momentum, BEENBERE Momentum NMBERTAR » 758
please contact the CHKLC Secretariat: Karina Leung, BEHEER/ARIE (B - (852) 2970 0886 ;
Tel: (852) 2970 0886; Email: karinaleung@chklc.org ZEH : karinaleung@chklc.org)

32 Momentum



FRA Column BiRSHFREEINREEZ ER Winter 2020/21

Proflt Test for

Llstmg °n Main Board Of
Hong Kong Stock Exchange (HKEX)

Undertre | jsting Rules

KA %ﬁxz

BB HMMERL
ﬁ’ﬁl~lH r|:|:|:|*IJ “nitJ

mmmmmmmmm

Z‘__




or a listing under chapter 8 of the Main Board Listing Rules, a
listing applicant must satisfy the following listing conditions,

namely,

(a)

it must be incorporated or established in Hong Kong or in
overseas jurisdiction which is recognised and acceptable by HKEX;
it must not be a private company where public offering of shares
is not permitted;

it and its business must, in the opinion of HKEX, be suitable for
listing;

it must satisfy either the profit test (Profit Test) (under MBLR
8.05(1)) or the market capitalisation/revenue/cash flow test (under
MBLR 8.05(2)) or the market capitalisation/revenue test (under
MBLR 8.05(3)); and

its expected market capitalisation at the time of listing must not
be less than HK$500 million with a public float of not less than
HK$125 million (under MBLR 8.09(2)&(1) respectively).

This article will focus on the Profit Test which is the subject of the
consultation paper issued by HKEX in November 2020. It is to be
noted that under the Profit Test, the listing applicant is also required
to have:

(a)

a trading record of not less than three financial years;

(b) management continuity for at least three years prior to listing;

(c)

and

ownership continuity and control for at least the most recent
audited financial year prior to listing.
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Profit Test
Prior to 1994, the MBLR did not have a financial performance

requirement but only had a minimum market capitalisation
requirement of HK$100 million at the time of listing. After the
consultation in 1994, the current Profit Test was introduced on 15
September 1994 pursuant to which a listing applicant must have
a total profit of not less than HK$50 million during the three-year
trading period, of which the profit attributable to shareholders must
not be less than:

(a) HK$20 million in the most recent year prior to listing; and
(b) HK$30 million in aggregate for the two preceding years.

Since then, there were further market consultations in relation
thereto leading to the increase of the initial market capitalisation
from HK$100 million to HK$500 million but the Profit Test remains
unchanged. It is to be noted that a listed company is not required
to maintain the market capitalisation nor the profit requirement
after listing. Accordingly, many listed companies are still listed on
HKEX with a market capitalisation below HK$500 million and/or not
meeting the Profit Test. In addition, profit is based on the profit after
tax as reported in the audited financial statements after excluding:

(a) the results of associated companies and other entities whose
results are recorded in the financial statements by way of equity
accounting; and

(b) all or any incomes and/or losses generated by activities outside
the ordinary and usual course of business,

to the effect that the profit eligible under the Profit Test will normally
be less than the actual profit that is recorded in the financial
statements.

Proposals under the Consultation Paper
Under the Consultation Paper, the following proposals are put
forward for market consultation by HKEX, namely,

(a) to increase the profit requirement under the Profit Test; and

(b) to introduce (i) temporary conditional relief from the profit
requirement and (i) transitional arrangement if proposal (a) is
adopted.

Under the proposal to increase the profit requirement, two options
are proposed, namely,

(a) under Option 1, the minimum amount of profit attributable to
shareholders will be increased to not less than (i) HK$50 million in
the most recent financial year, and (ii) HK$75 million in aggregate
in the two preceding financial years making a total profit of not
less than HK$125 million during the three-year trading period; and

T

under Option 2, the minimum amount of profit attributable to
shareholders will be increased to not less than (i) HK$60 million
in the most financial year, and (ii) HK$90 million in aggregate in
the two preceding financial years making a total profit of not less
than HK$150 million during the three-year trading period.

EFAE

[R1994F 2R > (ERLCMHRE) LWEIBRES
Ko BERREHBHERDER BB - 521994
FETHEBE - 199459 B15H5IARTHIRFIA
i B CRBRBAR=FEXHNIREN LA
DFR5,0008 87T - ERIRERBEEMNDENSHUTE
Ko

(@) EO—FAMER2,0008ETT : R
(b) BUMFESRETAMEN3,000E#TT -

& BREOEED S E—SMRHAEN - SRMIE
H1EBITHRIESESEETT - BRFMARRESA
%o BREMNRE  LMATREMREFEHEHEN
BFIRTE - AL - 572 EHATEEMHERRSEETT
R/ SAERBAAGER > (DgEEBRp L -
LSt BF EEREE I BRRPITRSNRRE
&R - WP

(@) MELRIRHEFEELE
HRVEMERE : R

(b) HERESKEEERBLANNEEMELNNEN
EAUASIESIE -

mE DAL AR

Hit - BRI TS
BRAVEIREF -

ERNENBEZDREALF

FAEIDARs: O£
AR - BRATREU TEZEHTERER -
Bl :

@ ASBMAEANBIRE R
(o) IR () RN » HEL () B RVE TR ERVER
FFERRR (i) :BIE L -

AR ENZEREDMESSE - 8 -

@ TR BREEOHBNNREZLKEASUT
(i) B — AR E A NMERRS5,0008ETT : R
(i) BRI B 87 N B RETANMERR7,5008 %8
7T BI=FEERHRREN DR .25E3
TR

(b) 75% H§¥F1£E$JEU?1EE§TH1§WEQDT'
(i) RO — B EF B A NER6,000887T &
(i )EHUW@%E&EF?@JETEW‘? 000E B
7T BI=F2EEMRTREN DI .SEBT -

EREENRENREREERR - IS DB RERIERR
BERRBEZH - LESERFTEBEBRASRERER
PERAIEBEBE AR » ¥T¥?&*"i§_7§2§5ﬂf=§ﬁ¥5§
THFE > FBERBEF R _RE=

fRHEEEAVIER
58201 7F /Y555 - EHATR EMENMHESES
2{EBTTIRSESEETT  BHRBNRERTIE

Momentum 3D



If the proposal to
increase the profit
requirement is
adopted, temporary
condition relief
and transitional
arrangement will
be introduced
to address the
hardship due
to COVID-19
pandemic and the
uncertainties arising
from the economic
and political
tensions between
the US and China,
whereby the
business operation
and profit have
been adversely
affected, details of
which are set out
in chapters 2 and 3
of the Consultation
Paper.

Reasons for the Proposals
After the consultation in 2017, the market capitalisation at the time

of listing has been increased from HK$200 million to HK$500 million
with the profit requirement remains unchanged. This means that
the implied P/E ratio (measured by market capitalisation divided
by profit) has increased from 10 times to 25 times (based on the
most recent minimum profit of HK$20 million) or from 12 times
to 30 times (based on the average profit of HK$16.66 million). In
consequence, HKEX has noted an increase in listing applications from
small cap issuers that marginally met the profit requirement but had
relatively high historical P/E ratios as compared with peers in similar
industries. This gave rise to HKEX's concern as to the reasonableness
of such high valuation. HKEX's regulatory concern is whether these
small cap issuers are genuinely listed to raise funds for growth and
development or to manufacture potential shell companies for sale
after listing. If the high valuation is not supported by the market
after listing, the price will decrease significantly after listing resulting
in losses to investors and hurting their confidence in the market.
Inadequate demands also lead to thin trading and low liquidity
susceptible to speculative trading and excessive market volatility
after listing. In addition, inflated valuations also raise HKEX's concern
whether the IPO offer prices genuinely reflect the expected market
clearing prices. Market misconducts are suggested to ensure that
such inflated companies are eventually listed. It is HKEX's view that all
these will be addressed when the profit requirement is increased in
accordance with its proposal. Furthermore, it is also the view of HKEX
that small cap companies may be listed on GEM as an alternative
where the listing requirement is less stringent.
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Chamber’s Position (d) HERBHFERE :
Our Chamber does not support the proposal to increase the profit (e) MHBRETRELHEISTVEE :
requirement for the reasons that: ERNTRERIREZE (LHRRD) AEER
g R
(a) increasing the profit requirement will deprive the opportunities of (@) RUEARILIFERAVEGEIE -
smaller local business from listing in Hong Kong;
b) it will also weaken Hong Kong's competitiveness in attracting SEENHHINRIBEOERERNERER > &

=3

overseas companies to list here; EORAEZBiGwww.chklc.orgEE » ifRMIRAE]
(c) increasing the profit requirement will not address the problems Momentum (G@%h) =4 o
identified by HKEX;
(d) valuation is a matter for commercial decision; FARER
(e) market misconducts should be dealt with by enforcement; 260 / EFZEED GEEZE)
(f) shell company activities are now properly regulated under the BELMATEE
Listing Rules; and RSB REEIREEEEE (RAHTER)

(9) GEM is not an alternative to the Main Board.

Our Chamber's views are contained in its submission to HKEX which
is available on the Chamber’s website www.chklc.org and a summary
of which is contained in the “Talking Point” column in this issue of
Momentum.

Vincent P C Kwan
Solicitor/Certified Public Accountant (Fellow) (Non-Practising)
Member (Formerly Chairman), FRA Committee
The Chamber of Hong Kong Listed Companies
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In Review / Past Activities SEE)ER

19/11/2020
CHKLC Director Training Series 2020
(Session 6) — Annual Regulatory Update 2020

Speaker: Mr Vincent Kwan, Consultant, LCP
Solicitors and Notaries

The last session of the this year’s Director Training Series
was well attended and it recapped the changes to the
Listing Rules and related laws and regulations introduced
in 2020. The speaker also summarized the Chamber’s
position to various market consultations.

CHKLC E=153I5R72R%12020 (EjT/N) —
(2020 L HEEIRHIFEEIZETHIE)

L RIREEMMTRERIEET BRRERELE
AEERE—INESIERY EMERRER ErEsfIMEE
ERMEE] > BEARRS - BEENRIT BERSENES
HFENEREE RIS -

10/12/2020
Hong Kong Corporate Governance Excellence
Awards 2020 Ceremony

The annual awards event was successfully held on 10
December 2020 in a hybrid manner due to the need

for social distancing. The whole proceedings were
livestreamed on the Chamber’s YouTube Channel. This
year 12 companies received 13 awards in recognition of
their excellence in corporate governance and sustainability,
plus one company received honourable mention. Our cover
story has a detailed report of the event.
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27/1/2021
The New Normal: Conducting Due Diligences Online
(Webinar)

Moderator: Mr Kenneth Yeo, Director and Head of
Specialist Advisory, BDO

Speakers: Mr Eric Pat, Director of Specialist Advisory
Services, BDO; Ms Olivia Wong, Principal of Specialist
Advisory Services, BDO; and Mr Kenneth Wong, Senior
Manager of Specialist Advisory Services,

In this webinar, panel speakers from BDO discussed the new
trend of conducting due diligence work online via a suite of
online access portals and data analytical tools. This has become
important as many parts of the business world continue to
function in a locked down mode.

MERE  ERETERAEE (BRME)
A UEERESHEELNE SYLRE
#E UEERIEANRFES BEAL  UEERSESNERIE ITRYT  RUGEERIEENDRBSRICE
FimmesE

DEBBEENE - REEEISERBHMEHAMNAIGESRT RN CTanNsgIn LRETBRAENEY » T2RE
ERENTDIBEDRRGEOREZE LT AREE -

1/2/2021
Submission to HKEX Consultation Paper on Main Board HKE X November 2020
Profit Requirement EEREM

The Chamber submitted response to the HKEX consultation on Main
Board Profit Requirement. We opposed to the proposed increase

of profit requirement to at least $125 million from the current $50
million (on an aggregated basis for a three-year track record). We
believe the proposed threshold is too high and would exclude small
businesses from listing in Hong Kong as GEM is no longer a viable
alternative listing platform for small cap issuers. Read more of our
views in this issue’s “Talking Point”.

MERRZATEREREFREMEEX HEROE

BEREEEREBNEROTIBEDER T RE - BEREATSEF
ZRARTHRTERT (CHRI=F5E) CRAEEVD—EBTTREET
R - BAIRR LHENBEAS & 55/ BEEREENEDE LH
& - AR GEMBEAEMMEEE LMNITFE - AHENEELISE
SHIRY (GRRh) =48 -

Consultation Paper

The Main Board Profit Requirement
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Upcoming Event RIRSEED

23/2/2021 How Science-based Target Adds Value to Your Business (Webinar)
Speaker: Mr Tony Wong, Founder, Alaya Consulting

PIBERBERIIORBIRAVEISIEE (BiRmaEE)

BE  THERERINA EEHR%E

Please watch out for further information on the above events from the Chamber. For enquiry, please contact the

Chamber's Secretariat (Tel: (852) 2970 0886-7 / Email: info@chklc.org).
BRDIEE S » FERRASAMNER - EEH » FFHEASTWEERE (F|5E : (852) 2970 0886-7 / EE : info@chklc.org) °
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TONGHAI FINANCIAL

It takes insight. It takes preparation.

At Tonghai Financial, we marshal our extensive resources
and diverse financial expertise to be our clients’ partners
in growth.

tonghaifinancial.com
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Digitizing

Corporate
Governance =ooex.,

In the digital era, with the
help of technology, good
corporate governance can
be achieved more easily
than ever. Tricor’s
advanced digital solutions
enable you to uphold
corporate governance

Y

Y

Boardfolio

Board Meeting Made Easy

Boardfolio has all the essential
features you need to run your
board and committees in a simple,
affordable and secure manner.

SPOT

Stakeholder Participation
On the SPOT

SPOT integrates e-proxy, e-voting,
online attendance and live
streaming functions with our
shareholder voting system, which
caters to your every need from
pre-meeting to post-meeting.

Transforming corporate governance digitally with Tricor,
the Asia’s Business Expansion Specialist.

m @tricorgroup 'i @tricorglobal @TricorHongKong \‘(852) 2980 1888 B Tricorinside@hk.tricorglobal.com






