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Update on the Launch of Renminbi Counter for
Trading of Shares by Hong Kong Exchanges and
Clearing Limited

On December 13, 2022, Hong Kong Exchanges and
Clearing Limited (HKEX) announced the introduction of
a new Hong Kong Dollar (HKD)-Renminbi (RMB) Dual
Counter Model and a Dual Counter Market Making
(DCMM) program in its securities market, further
supporting the listing, trading and settlement of RMB
counters in Hong Kong. On January 18, 2023, the
Legislative Council passed the Stamp Duty
(Amendment) Bill 2022, exempting market makers
engaged in liquidity supply activities from stamp duty
when conducting specific transactions to support the
upcoming launch of the "HKD-RMB dual counter model"
and dual counter market making program by the HKEX,
encouraging the issuance and trading of RMB securities
in Hong Kong. Other existing listing, trading, clearing
and settlement arrangements will generally apply to
RMB counters in the Model.

On March 15, 2023, HKEX itself announced that it has
submitted an application to launch an RMB counter for
the trading of HKEX shares as part of the new HKD-
RMB Dual Counter Model.

Dual Counter Securities refer to securities with HKD and
RMB counters designated by HKEX and are eligible for
the DCMM program. The list of Dual Counter Securities
would be published by HKEX from time to time, and only
equity securities (excluding Exchange Traded Products
(ETPs)) listed in both HKD and RMB counters would be
considered for designation.

Subject to regulatory approval, the Dual Counter Model
will further enhance the trading and settlement model for
Dual Counter Securities and such securities would be
designated and published by HKEX from time to time at
and after the rollout of the Dual Counter Model. The new
DCMM program is a new market-making program to be
introduced under the Rules of the Exchange to support
inter-counter Dual Counter Securities trading, in order to
provide liquidity and minimize price discrepancies
between the two counters.
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Furthermore, a new optional function under Central
Clearing and Settlement System (CCASS) would be
introduced to facilitate intra-day interchange for holdings
in Stock Clearing Account (A/C 01) between HKD-RMB
Dual Counters for settlement (the Interchange Function),
which would streamline the settlement process of the
Clearing Participants. The overall trading, market
making and settlement model (including the Interchange
Function) of HKD-RMB Dual Counters is referred to as
the “Dual Counter Model” and its implementation would
be subject to regulatory approvals. The Dual Counter
Model is expected to commence in the first half of 2023.

The issuer with a dual counter arrangement including an
RMB counter under the Dual Counter Model can offer
investors choices of trading currency and potentially tap
into new RMB liquidity. Further, a Dual Counter Security
designated by HKEX may have market makers which
would provide liquidity and narrow the price
discrepancies between its HKD-RMB Dual Counters.

Points to note for listed issuers

As the Dual Counter Model affects the trading
arrangements of issuers, a listed issuer is advised to
agree with HKEX the proposed timetable and trading
arrangements with HKEX, make an application with
Hong Kong Securities Clearing Company Limited
(HKSCC) for the listed securities to be accepted as
multi-counter eligible securities as defined under the
General Rules of CCASS (“CCASS Rules”), and issue
an announcement to inform the market of the
arrangements.

Listed issuers are suggested to check with their legal
advisers if any shareholder meeting, board approval or
other requisite procedures would be required for
launching an RMB counter.

There is no specific mandated timetable for the
application of an RMB counter. There would be no fee
payable to HKEX to launch an additional RMB counter.
Listed issuers are advised to check if any other fees or
charges (such as fees required for new International
Securities Identification Number (ISIN) registration, fees
required by share registrar, etc. if applicable) would be
required to launch an RMB counter.
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After a listed issuer adopts the Dual Counter Model,
there will not be a change in the calculation of the public
float and size limits. They are calculated with reference
to the total issued securities of the listed issuer. The
benchmarked price will be calculated with reference to
the closing price of the listed issuer’s securities traded
under the HKD counter. In addition, it will be the issuer's
option to decide to repurchase securities from the RMB
counter and/or HKD counter under a repurchase
mandate and also to remove one of the counters.

HKEX will announce the commencement date of the
Model and publish the list of dual counter securities for
the market-making program in due course upon
finalising the implementation details.

Remarks

Under the proposed Dual Counter Model, investors will
be able to interchange securities listed in both HKD and
RMB counters, this new program offers investors more
choice, greater flexibility and the opportunity to tap into
new liquidity pools and also strengthens Hong Kong's
position as a premier offshore RMB hub and supporting
the internationalisation of the RMB. From a macro
perspective, the "14th Five-Year Plan" ( {+0 & KN
Z % ) proposes a cautious promotion of RMB
internationalization, while supporting Hong Kong in
strengthening its role as a global offshore RMB business
hub. Hong Kong has its own advantages in promoting
such work. Hong Kong possesses the world's largest
offshore RMB fund pool, as well as RMB forex and over-
the-counter interest rate derivative markets. Hong Kong
has already developed various types of offshore RMB
businesses locally and are in a position to continue to
play a role as a "testing ground" and "firewall" in the
process of RMB internationalization.

The HKEX is still currently formulating the
implementation details and will likely announce the
implementation date and further details of the dual
counter model in due course. Listed issuers should
closely monitor further updates on this and check with
their legal advisers if any internal or other procedures
would be required for launching an RMB counter.

BERXGREAMBRADRBHARTREZSES
MEHES

2022 12 B 13 R, AR REEMARAS) (B
X)) ERETMESTZEAEHES [BH-ARDIXE
aEX] (NEaERX) EREGEXRIF
([DCMM] ), H—FXHBARDIEGETELT. X
SREHE. 2023 1 5 18 B, HBERBE (2022
FENFER (B1T) #BIER)  HEMNERBEMHNTE
HMPTHEREHTHEX SN OENER, UXFHFBER

FrEPRHEH A B H-ARTRESERR ERESER
#, BHEBARDILESRTERS. WTHLET. X
5. BEERIBRATERBERTREARLTHA
RMESIES.

2023 £ 3 B 15 H, BBXZMEHRCHEBXZMK
BE (B -ARTHESER] THIEARTESRERX
LEES =R

WIERIEFIEREBX S AIEENRAE BT RARTE
BFFEXES ERITHIRBMIES. REFIEHFRE
BHEXZHAAR RS, BENXENTERTEARTIESXR
THRAIES (RERXSMELSM ([ ETP])) 3K
F B AR RIS

WP EEVBACE, RESRASHE—DBRUNESIE
FHUXHRERER, MZEFBEXZIEEHF TR
BAEATRNERZEARN 2. i DCMM i 12—
MRV SINT R ZPAAN T RFERGIE, ZFHNE
AIESMNBEEER S, NRHERSMEMRER LD AME
AZEHNNIRER.

Bribz5h, —IUR BT SINERREFE R XK
ARG, WEMRMEERDO(TAC/01] ) REH-AR
MWAE G THRMERER( [E%RINE] ) MUEXBA
&, UEKEESSZEXWRE. EMXPRE. &
FENREERN(BRERIE) BEHNRZATESER
X, HLMEBRFEEVMICE. RAEGEXTOT
BT 2023 F L FHER.

HE [BES] NEATAEBIRABZBRBABZIS R
ik, UERABARTRZENHEERE, HXS
P& E RYMAE B IESs o] S I NE R MR SR E P FF 48/ )
ATREARTEGZENNIEER.

LR ITAE B2 FET

BT [BEE] RASXW ETIESNZTHRAET M

EFERTARBRABUNBRNZZZAREGERERLS
AR, HEEBTREEFRASHIBERE EHIESW
ARIEPRERERG—RANIEXNZER S RIRILE
7, FHEARNEBATZAEXTHNERE. ETRTA
HEBHEEBREON T BHETBARTESREMER
BRARERS. EFEHESHMBXREF.

TEAEXARTREGHBNFEMAEHER, HBREAR
MEGBAEEFTERHAXMAEMER. EHRTATY
REZEHEMHMAMMNERASWLSE (WEM,
AEMEF A EFRESS( [ISIN] ) | ROIEAEEL
KB BEAF)



J M L

AR ARRAREGERE, (EWHRMY TokFFR
ERERBEMERNITETERSEE, DAFRER
BREMELRHOVRFELTETANSLTRETE. £
ENMEERELZTANBHEGXIRIESFHBRTNITE.
EHEGTATERBITRERYE M E KA HIRAEE A
RmiEaLk / AEMESMIES KBTRERERF
—mEES.

BFERZGAEMITIITAT, FERAMNEGEIHN
K EHANEFFEMANERVF N ERRRNIEGIESFB
&,

25

AREEGRAT, RAFTUERE-NRITARTH
ATEGRARTEGIES, WEGRAEIRAER
HESEFREM, FFLOVBENSMTRERREARN.
I EEE T AT B EANEERART F O
i, AXFHARTERAOHE. NEUAREER, (+
MEMINE) REBREREHARDERE, BEHX
FEBBRUSRBEREARDWSKAIE. EEEED
AXRIEEESHABHMAEERRANEFARTA
EHMARTINCERSHNERGTETATY, ELRR
FEMENEEARTLS, BRAEARTEHRLEH
b, gkEki® [RRE] 1 [BkE] e,

EBZZEMTHTAET, FRHENATXEGRT
MLTEEHHRELZAT, EWATARBVIBSHE S
BB RMEERHEZEMON T BEFBARTIES
EANBBIEHTEERTAMLEMBRIEF.

Source EJE:

https://www.hkex.com.hk/News/News-
Release/2023/230315news?sc_lang=en
https://www.hkex.com.hk/Services/Trading/Securities/O
verview/Trading-Mechanism/HKD-RMB-Dual-Counter-
Model?sc_lang=en
https://www.hkex.com.hk/-/media/HKEX-
Market/Services/Trading/Securities/Overview/Trading-
Mechanism/HKDRMB-Dual-Counter/Dual-Counter-
Model-FAQ_20230113.pdf
https://www.hkex.com.hk/News/News-
Release/2022/221213news?sc_lang=en
https://www.hkex.com.hk/-/media/HKEX-
Market/Services/Circulars-and-Notices/Participant-and-
Members-Circulars/SEHK/2022/CT15822E.pdf
https://www.hkex.com.hk/-/media/HKEX-
Market/Services/Trading/Securities/Overview/Trading-
Mechanism/HKDRMB-Dual-Counter/Dual-Counter-
Model_Webinar.pdf
https://www.ird.gov.hk/chi/ppr/archives/22113001.htm
https://www.info.gov.hk/gia/general/202301/18/P20230
11800448.htm?fontSize=1
https://www.legco.gov.hk/yr2022/english/brief/sfc318c2
022_20221116-e.pdf

Recent Updates on the Anti-Money Laundering
and Counter-Terrorist Financing Ordinance

On December 7, 2022, the Hong Kong Legislative
Council passed the Anti-Money Laundering and
Counter-Terrorist Financing (Amendment) Bill 2022,
which reinforces Hong Kong's status as an international
financial center by enhancing Hong Kong's regulatory
regime for combating money laundering and terrorist
financing and by formulating a comprehensive and
balanced regulatory framework for virtual asset (VA)
activities to protect investors. The amended Anti-Money
Laundering and Counter-Terrorist Financing Ordinance
(the Ordinance) introduced (1) a new licensing regime
for virtual asset service providers and (2) a two-tier
registration regime for dealers in precious metals and
stones.

The amended Ordinance will come into effect in phases
in the second quarter of 2023 to provide industries
concerned with sufficient time to prepare for the new
regulatory requirements. The amended Ordinance,
including the registration regime for dealers in precious
metals and stones, will take effect on April 1, 2023, and
the licensing regime for VA service providers as well as
other amendments on AML/CTF requirements, will take
effect on June 1, 2023. Transitional periods will be
provided under the two new regimes to give industries
concerned sufficient time to apply for a license or
undergo registration in accordance with the regulatory
regimes.

The new licensing regime for virtual asset service
providers

Under the amended Ordinance, any person who
engages in virtual asset exchange business is required
to apply for a license from the Securities and Futures
Commission (SFC). The relevant persons must satisfy
the fit and proper test and comply with the anti-money
laundering and counter-terrorist financing (AML/CTF)
requirements under the Ordinance (including
requirements on customer due diligence (CDD) and
record-keeping), as well as other regulatory
requirements on investor protection (such as safe
custody of client assets, financial soundness and
avoiding conflicts of interest). In addition, licensed VA
exchanges and their wholly owned subsidiaries need to
regularly submit audited accounts and financial
information to the SFC. The SFC is also empowered to
enter business premises for conducting inspections and
investigations when necessary. The SFC will carry out
further consultation on the detailed regulatory
requirements of the regime.

Registration regime for dealers in precious metals and
stones
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On the other hand, Under the amended Ordinance,
any person who is seeking to carry on a business
dealing in precious metals and stones in Hong Kong and
engage in transactions at or above HK$120,000 (cash
or non-cash) is required to register with the
Commissioner of Customs and Excise. There are two
categories under the registration regime. Any dealer
who intends to engage in non-cash transactions at or
above HK$120,000 in the course of business is required
to register as a Category A registrant, the registration
requirement of which is simple and straightforward. A
Category A registrant is not required to implement
specified measures on CDD and record keeping. Any
dealer who is seeking to engage in cash transactions at
or above HK$120,000 in the course of business is
required to register as a Category B registrant in
accordance with the requirements of the Financial
Action Task Force. A Category B registrant is subject to
AML/CTF supervision. For dealers who only conduct
transactions under HK$120,000, no registration is
required.

The Hong Kong Government said, the amended
Ordinance establishes an effective AML/CTF regulatory
regime and fulfills the relevant international obligations.
This in turn strengthens Hong Kong's status as an
international financial center. For VA exchanges, a
comprehensive and balanced regulatory framework can
protect investors and promote responsible and
sustainable  industry  development. = Companies
operating in relevant industries should consult their legal
advisors in due course to learn more about the details of
new regulations.
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Hong Kong Securities and Futures Commission
Publishes Quick Reference Guides for Licensing
Requirements regarding Family Offices, etc.

On March 22, 2023, the Hong Kong Securities and
Futures Commission (SFC) published quick reference
guides to help family offices, private equity firms, hedge
fund managers and overseas and Mainland industry
professionals better understand the SFC's licensing
regime. The guides address frequently-asked questions
about licensing topics and provide specific information
about licensing carve-outs for family offices, recognition
of overseas industry experience and qualifications and
the availability of exemptions from examination
requirements. Its main contents are as follows:
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Family Offices

If all the three key factors below are present, a family
office is required to be licensed under the Securities and
Futures Ordinance (SFO).

« the services provided by the family office
constitute one or more types of regulated
activity;

« the family office is carrying on as a business;
and

« the business is conducted in Hong Kong.

There are two relevant carve-outs from the licensing
requirements for asset management under the SFO:
» services provided solely to the group company
(on a wholly owned basis) in respect of the
group’s assets; and
+ activities incidental to the trust service of a
registered trust company under the Trustee
Ordinance.

In general, a single-family office is not required to apply
for a licence under the SFO if it does not carry on a
business of regulated activity in Hong Kong. For
example, the family office runs on a cost recovery basis
(i.e., no income other than reimbursements of operating
costs); or does not pursue profit as its objective, is not
required to apply for a licence under the SFO.

A multi-family office, by definition, serves more than one
high net-worth family. It is typically established and run
as a commercial venture. Thus, it is likely required to
obtain a licence under the SFO before providing
services in Hong Kong. It is common for a multi-family
office to obtain the following types of licences under the
SFO:

» Type 1 (dealing in securities)

* Type 4 (advising on securities)

¢« Type 9 (asset management)

Private Equity Firms

A Private Equity Firm (PE firm) in Hong Kong is likely
required to be licensed if it deals in or advises on
securities or manages a portfolio comprising securities
(eg, shares or debentures of offshore private
companies). It is common for a licensed PE firm
operating in Hong Kong to hold one or more of the
following licences granted under the Securities and
Futures Ordinance:

* Type 9 (asset management) (RA 9) if the firm is
delegated with discretionary investment
authority to manage a PE fund;

¢ Type 1 (dealing in securities) (RA 1) if the firm
negotiates or executes securities transactions
for a PE fund, markets a PE fund or offers co-
investment opportunities to investors; and

e Type 4 (advising on securities) (RA 4) if the firm
provides non-discretionary investment
recommendations or research reports to
investors.

Where incidental exemptions apply, RA 9 licensees may
carry on certain RA 1 and RA 4 activities without being
licensed for them. There are also licensing exemptions
applicable to the provision of investment advisory
services to group companies only.

When considering an application for an RA 9 licence, the
SFC will regard a PE firm as having the necessary
discretionary investment authority if any of its ROs
possesses sufficient authority and seniority to make
investment decisions throughout the life cycle of the PE
fund under management.

Offering co-investment opportunities to investors
generally requires an RA 1 licence, but an incidental
exemption is potentially available to RA 9 licensees. The
SFC would assesses individual PE practitioners’
competence, recognising a broad range of experience
and granting conditional exemptions from licensing
examination where appropriate.

Hedge Fund Managers

In general, a hedge fund manager operating in Hong
Kong is required to be licensed for Type 9 (asset
management) (RA 9) under the SFO if it manages, on a
discretionary basis, a portfolio of securities or futures
contracts for a client or an investment fund.

Depending on its business model, a hedge fund
manager may need to be licensed for other types of
regulated activity (RA). For example, an RA 1 licence is
required for firms which are set up solely for fund
marketing purposes or Type 2 (dealing in futures
contracts).

The SFC recognises a broad range of local and
overseas experience when assessing the competence
of ROs who work for private fund managers.
Experienced investment professionals may request
exemption from taking licensing examination.

Overseas Practitioners

An individual is required to be licensed under the SFO in
order to carry on regulated activities (RA) in Hong Kong.
To obtain a licence under the SFO, an individual has to
demonstrate three core competences, amongst other fit
and proper criteria:

1) Academic and professional qualifications: The
SFC recognises a wide range of academic and
professional qualifications obtained worldwide.
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2) Industry knowledge and experience: The SFC
would consider the relevance of a licence
applicant’'s industry experience. Experienced
practitioners who are not degree holders may
use additional one-off continuous professional
training hours instead of passing the industry
knowledge examinations.

3) Regulatory knowledge: To ensure overseas
practitioners have an acceptable understanding
of Hong Kong regulations, applicants are
required to pass the local regulatory
examination not more than three years before
making an application or, subject to approval,
within six months after obtaining a licence.
However, a number of exemptions from meeting
the local regulatory examination requirement
are available to experienced practitioners upon
application. For example, itinerant professionals,
subject to conditions, are not required to pass
the examination. Further, former practitioners
who have left the Hong Kong industry for not
more than eight years and satisfy certain
eligibility criteria may be exempted.

The industry experience required for a licensed
representative is less than that for a responsible officer
(RO). Moreover, there are additional competence
requirements for some specialised RAs, such as
advising on the Codes on Takeovers and Mergers and
Share Buy-backs and serving as an initial public offering
sponsor principal.

The SFC adopts a pragmatic approach in administering
the competence requirements. It is prepared to exercise
discretion in relation to matters such as exemptions from
examination requirements. The SFC’s digitalised
licensing platform provides a means for online
applications from overseas practitioners regardless of
where they are located.

Mainland Practitioners

The SFC recognizes academic qualifications,
professional credentials, industry experience and
management experience obtained in mainland China to
meet licensing requirements. In general, applicants
need to pass relevant exams to obtain a license. For
applicants with sufficient experience, the SFC will waive
the exam requirements to obtain a license to practice in
Hong Kong. Nevertheless, the SFC may exercise
discretion to exempt applicants from following the
relevant examination requirements. For example, if an
applicant is a senior manager of a mainland fund group
and needs to engage in regulated fund management
activities in Hong Kong, where the applicant has
sufficient relevant industry experience, the SFC may
consider waiving the requirement to pass the relevant
exams under specified circumstances.
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The Hong Kong Securities and Futures Commission
Consults on Proposed Subsidiary Legislation for
Implementing an Uncertificated Securities Market in
Hong Kong

In January 2019, the Hong Kong Securities and Futures
Commission (SFC), Hong Kong Exchanges and
Clearing Limited and the Federation of Share Registrars
Limited jointly consulted the market on an operational
model for implementing an uncertificated securities
market (USM) in Hong Kong, which was subsequently
endorsed. In June 2021, the Securities and Futures and
Companies Legislation (Amendment) Ordinance 2021
was enacted to put in place the broad framework for
implementing USM.

On March 27, 2023, The SFC launched a consultation
on the proposed subsidiary legislation for implementing
USM in Hong Kong. The proposed subsidiary legislation
includes two new sets of rules, including:

The proposed Securities and Futures (Uncertificated
Securities Market) Rules

The Securities and Futures (Uncertificated Securities
Market) Rules (USM Rules) is a new piece of subsidiary
legislation which aims to provide for various operational
and technical matters and processes under the USM
environment. Matters proposed to be covered by these
rules include:

(a) matters relating to the registers of persons who
hold “prescribed securities”;

(b) the processes and requirements for transferring
legal title to prescribed securities without paper;

(c) the authentication of electronic messages in the
USM environment, and the rights and
responsibilities that flow from using such
messages;

(d) investors’ ability to request the dematerialization
of their prescribed securities, and the related
processes and requirements;

(e) issuers’ authority to initiate the dematerialization
of prescribed securities in certain circumstances,
and rematerialization if the securities are in the
process of delisting, and the related processes
and requirements; and

(f) the imposition of deadlines to facilitate the
market’s transition to full dematerialization.

The proposed Securities and Futures (Approved
Securities Registrars) Rules

The Securities and Futures (Approved Securities
Registrars) Rules (ASR Rules) is a new piece of
subsidiary legislation which aims to provide for the
regulation of persons approved by the SFC to provide
certain services to or on behalf of issuers of prescribed
securities (securities registrar services). A person
approved under this new subsidiary legislation will be an
“approved securities registrar” (ASR). Matters proposed
to be covered by these rules include:

(a) the scope of securities registrar services;

(b) the systems requirements to be imposed on
ASRs;

(c) the financial resources requirements to be
imposed on ASRs;

(d) the other resources-related requirements to be
imposed on ASRs, including in relation to their
premises, personnel, internal controls, risk
management and contingency arrangements;

(e) the operational and business requirements to be
imposed on ASRs, including in relation to
record-keeping, segregation of client assets and
insurance coverage;

(f) the regular notification and reporting
requirements to be imposed on ASRs to
facilitate the SFC’s supervision and monitoring
of their businesses and operations;

(g) the SFC’s power to appoint, or require an ASR
to appoint, a skilled person to make a report on
matters concerning the ASR,;

(h) the confirmations and statements to be sent to
investors who hold prescribed securities in
uncertificated form6; and

(i) the obligations relating to the handover of
responsibilities from one ASR to another.

The SFC is also working on amending and expanding its
current Code of Conduct for Share Registrars to cater
for the USM environment.

In  addition, the consultation also proposes
corresponding amendments to other existing rules and
regulations. It includes the Proposed amendments to
Part 4 of the Securities and Futures (Stock Market
Listing) Rules (Cap 571V, SML Rules); the Proposed
amendments to the Securities and Futures (Open-
ended Fund Companies) Rules (Cap 571AQ, OFC
Rules); the Proposed amendments to Schedules 5 and
8 to the Securities and Futures Ordinance (Cap 571,
SFO); and the Proposed amendments to the Companies
(Winding-up) Rules (Cap 32H).

The USM initiative will introduce a major change in the
market. The initiative can provide better investor choice
and protection by enabling investors to hold listed
securities (in particular listed shares) in their own names
and without paper; enhance the efficiency and
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competitiveness of Hong Kong’'s securities market by
reducing the need for paper and manual processes,
facilitating straight-through-processing and elevating
Hong Kong's financial market infrastructure; and
promote more environment-friendly practices through
reducing the need for paper.
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The Stock Exchange of Hong Kong Limited
Announces New Listing Framework for the Listings
of Specialist Technology Companies
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On March 24, 2023, the Stock Exchange of Hong Kong
Limited (the Exchange), announced the expansion of
Hong Kong’'s listing framework for the listings of
Specialist Technology Companies. A new chapter 18C
will be added to the Main Board Listing Rules (Listing
Rules) and will take effect on March 31, 2023, at which
time companies seeking to list under the new chapter
may submit a formal application.

A Specialist Technology Company is a company
primarily engaged in the research and development of,
and the commercialization and/or sales of, products
and/or services that apply science and/or technology
within an acceptable sector of a Specialist Technology
Industry  (Specialist Technology Products). A
Commercial Company means a Specialist Technology
Company that has revenue of at least HK$250 million for
its most recent audited financial year
(Commercialisation Revenue Threshold) and a Pre-
Commercial Company means a Specialist Technology
Company which has not yet met the Commercialisation
Revenue Threshold at the time of listing.

The requirements to be implemented and the
consultation proposals issued by the Exchange on
October 19, 2022 regarding the new listing rules for
specialized technology companies have been amended
in several respects, the key difference of which are as
follows:

Item Consultation Requirements to
proposal be implemented
1 e Commercial e Commercial
Market Companies: 2 Companies: 2
capitalisation HK$8 billion HK$6 billion
e Pre- e Pre-Commercial
Commercial Companies: 2
Companies: 2 HK$10 billion
HK$15 billion
2. Minimum R&D | Minimum R&D
Research expenditure expenditure ratio
and ratio threshold threshold adjusted
development | ¢ Commercial for Pre-
(R&D) Companies: 2 | Commercial
expenditure 15% Companies
ratio e Pre- ¢ Threshold
Commercial lowered to 2
Companies: 2 30% for Pre-
50% Commercial
Companies with
revenue

HK$150 million
but < HK$250
million

e Threshold for
Pre-Commercial

Companies with

revenue <
HK$150 million:
= 50%

Period of | Period of

application application

e Each of the | ¢ Require the

three financial
years prior to
listing

ratio to be met:
(a) on a yearly
basis for at least
two of the three
financial years
prior to listing;
and (b) on an
aggregate basis
over all three
financial years
prior to listing

3.
Meaningful
investment
from
sophisticated
independent
investors
(Slis)

Indicative
benchmark for
the investment
from Pathfinder
Slls

e At least two
Pathfinder
Slls, each
holding =
5% of an
applicant’s
issued share
capital as at
the date of
listing
application
and
throughout the
pre-
application 12
month period

Indicative

benchmark for the

investment  from

Pathfinder SlI

e Two to
five Pathfinder

Slis that:

1. in aggregate
hold =
10% of an
applicant’s
issued share
capital as at
the date of
listing
application
and
throughout
the pre-
application
12-month
period; or

2. otherwise
have
invested an
aggregate
sum of 2
HK$1.5
billion in the
applicant at
least 12
months prior
to the date of
listing
application
(excluding
any
subsequent

10
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divestments
made on or
before the
date of the
listing

application);

e Provided that at
least two such
Pathfinder Sllis:
1. each hold 2
3% of an
applicant’s
issued share
capital as at
the date of
listing
application
and
throughout
the pre-
application
12-month
period; or

2. otherwise
each have
invested =
HK$450
million in the
applicant at
least 12
months prior
to the date of
listing
application
(excluding
any
subsequent
divestments
made on or
before  the
date of the
listing
application).

Investors that
satisfy the
independence
requirement

Investors; and
(i) other types
of investors with
AUM, fund size
or___investment
portfolio_size of
at least HK$1
billion that
satisfy the same
independence
requirement
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Source &g
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Announcements/2023/230324news?sc_lang=en

Information in this update is for general reference only
and should not be relied on as legal advice.
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